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Abstract: Insider trading is one of the major illegal financial frauds throughout the development of
Chinese security market. Paragraph 3, Article 76 of the Security Law of the People’s Republic of
China, amended in October 2005, provides the civil liability of insider trading. However, the
questions whether there exists causation between insider trading and the loss suffered by
investors, what category of investors suffer loss and how much loss they suffer remain uncertain
and controversial. Many scholars and professionals in China tend to strengthen the civil liability
and provide relief to investors to save their confidence. In their opinion, insider trading civil liability
is also a kind of private enforcement method, which can combat and deter security frauds by
requiring the law—breakers to pay a big amount of compensation. They insist that the Supreme
People’s Court should promulgate judicial interpretation on the civil liability of insider trading as
soon as possible and presume the causation between insider trading and the loss suffered by investors,
thus remove the chief obstacle of civil action on insider trading.

This thesis is trying to deliberate and cast doubts on the compensating and deterring function
of civil compensation liability of insider trading, the focus and starting point of which is the causation
between insider trading and the loss suffered by investors. There are two different types of
victims in insider trading, namely victims due to the insiders’ transaction behavior, and victims
due to the undisclosed inside information. Investors are not actually deceived, induced or misled
by insiders. There are no causality between insiders’ transaction behavior and the loss claimed by
the contemporaneous traders, since such loss comes largely from the risk of market information
asymmetry. Technically speaking, even if it is possible to presume causation in order to make civil
action convenient, the compensation liability of insiders should also be limited. There is no reason
to transfer the decision— making risk which should be undertaken by investors to those insiders
who are just detected after the normal transaction. Moreover, due to its born limitation, civil
action has little effect in terms of assisting law — enforcement and deterring insider trading.
Therefore, the only result of encouraging civil action may increase the cost of parties and courts
and get no more benefits. The more effective policy solution is to strengthen the information
disclosure system and the public (especially administrative) enforcement by all possible means.

Key Words: insider trading. causation, civil liability
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Abstract: The theory on rights of future generations was first proposed in 1971 by Joel Feinberg,
a well—known contemporary philosopher in the United States. Since then, this theory has been
further developed and supported by majority of scholars under the background of environmental
crisis. Scholars support, systematize and practice this theory by using different theories from
different angles, among which representative scholars and their theories include Professor K. S.
Shrader —Frechette’s theory on intergenerational contract, Professor Edith Brown Weiss’ theory
on intergenerational equity and Professor George Wright’s theory on interpretation of the inter-
generational community.

The theory on rights of future generations from its origin to its rapid development has
widespread impact in the world. The following logic connotations can be found through the course

of its development. Firstly, this theory aims to protect the environment by the name of the rights
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of future generations. And it characterizes the relationship between mankind and nature as the
dominant control relationship of possession. Moreover, it artificially divides the whole of mankind
into two independent and opposing subjects of contemporary and future generations. At last, it is
an integral part and the inevitable result of the expansion theory of the subject of rights, which is
intricately linked with the natural rights theory.

However, through the rebuttal analysis, the theory on rights of future generations can be
found a theory on fictional relation between right and obligation. Nonetheless, its purpose of
environmental protection is no doubt correct, only its approach to achieve this purpose will not
work. Protecting the Earth’s environment which is a necessary condition for human beings to
survive and propagation can only rely on assuming the general obligation to protect the environment.
Whether in theory or in practice, the pursuit of rights of future generations only leaves people the
real obligations to protect the environment. At this point, it shares the same views with the theory
on obligations to protect environment. Obligations to protect environment are not only the essence
of the theory on rights of future generations, but also its right way out and its end.

Key Words: right of future generation, intergenerational equity, intergenerational contract,

intergenerational community, obligation to protect environment
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