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ABSTRACT

Insider trading prohibition plays an importas part in securitics
market regulation. The research addresses s mam theme v the
study of insider trading 1n the domestic context. It has been ten
years since (hina set up the securities market in 1990, There is
little difference in the form of insider trading -egulanon between
China and those developed markets, but in practice, the efficiency
of insider trading regulation in China is not so satisfactory.

The legal sysiem cannot be simply trana~planted. however, 1t
needs a fit social culture environment named as “Domestication™.
Based on the above opinion, the thesis not only pays artention to
the legal system of insider trading regulation, hut also deals with
the institutional enviranment of China s«ecurimes market. DBy
analyzing the efficiency of insider trading regulation 1o marker
practice, this research then discusses the reasons why the efficicncy
of insider trading regulation is low and =eeks how to surmount the
obstacles,

Following such an approach. the context of this bool is
divided into six chapters .

To facilitate the discussions of the main ssues, it 18 necessary
to first introduce the theory of the regulation of .rsider rrading and
lately law development 1n the world, Therefore, mn 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. Sccondly. 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 introdured to cover the prospect [er the future.

The purpose of Chapter 2 is to undertake a review of
legistative and the repulatory practice of 1ae insider trading
regulation in China, and, thereby, to provide a {actual basis 1o
examine the regulatory efficiency. This chapier vonsists 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. mecluding the leading cases, the
misconduct features and empirical analyses. By case review and
international comparison, the third part addresses the insider
trading regulatory inefliciency in China. and ‘hen concludes the
limitation of the legal system transplantation.

To examine these regulatory inefficiencies. the domestic
institutiona! environments in China for the iosider trading
regulatory system are addressed in Chapter 3. The insider trading
regulation is subject to different kinds of restrictions and barriers
which make 1t difficult to enforce effectively. The relaticnship
between the goverrment and the market :1 China economy
transition 1s addressed lirst. and the goverament-oriented
characteristics in €hina economyv transition are wdentified in this
part. The second, an academic analysic of social culiure
circumstances in the regulztion of insider trading is introduced.
The insider trading regulanon has experienced difficulties n
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 fir control to the

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

The modernizaticn of the domestic rescurces for nsider
trading regulation in China is discussed wn Chapter 4. Several
suggestions are submitted as the possible solutions. Firstly, it 1=
time to transform the securities market regalatory models from
guvernment-oriented 1o market -oriented. Secondly, it 15 necessaty
to improve the company law to fullill the rezsonable corperate
ownership structure and good corporate governaace, Thirdly, o ix
suggested thar the market information dizelose regulation should be
enhanced to help the insider irading prohibiuon. Fourthlv. the
enforcement abilities of the market regularor should be promoted 1o
ensure that the regulatory objectives in th: insider irading
regulation are appropriately achieved. Finally, the credit system
should be reconstructed to provide betrer services for the regulatory
practices.

b Chapter 5 focuses un establishing a ssund comprehensive
regulatory mechanism to regulate the wnsider vading, In these
frameworks, this chapter consists of two pants. The first pan
deals with the perfection of the legislative structures of the s der
trading regulation. ncluding the essential clements of insder
trading and its liabilitice., The second part discusses the
enhancement of the regulatory abilities o prohibit the insider
trading, such as the compliance systermn. enforcement system and
litigation system.

In Chapter 8, it is intended to explore the issues related 1o the
insider trading regulation and the future development of the
securities market in China. The first issue gives a logal review
toward the disputes on China stock market among the economixts.
The second 1ssue 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 larest development and
the perspectives of international securitics 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.
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