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From: Wing Young [mailto: WingY@greenknight.com]
Sent: Monday, April 17, 2017 7:49 PM

To: XiaoMing Huang

Subject: Re: Follow-up Questions re DD

Dear Xiao Ming,
Your message is duly noted.

We are confident that we will meet the next milestone within around 6 months from now, of
which we will keep you abreast of. And again, we promise that we will increase the percentage
of eco-friendly materials in MLS sports shoes to 50% or even higher based on technical and
commercial feasibility.

Cheers,
Wing Young

Vice President

Green Knight Co., Ltd.

8F, No. 1234, Sec. 4, Zhongxiao E. Rd.
Taipei 11072, Taiwan, R.O.C.

T: +886-2-2715-5987

E-mail: www.greenknight.com

From: XiaoMing Huang [mailto:Xmhuang@angelearthbaby.com]
Sent: Monday, April 17, 2017 11:50 AM

To: Wing Young

Subject: RE: Follow-up Questions re DD

Dear Wing,

Thanks for the clarification. We take note of your trade secrets response relating to the
testing report, though we feel a bit disappointed.

We think unless the eco-friendly materials contained in the MLS sports shoes reach at least
50%, the MLS sports shoes should not be claimed as “the most green sports shoes in Taiwan".

We understand that it may take some time to develop the technology to reduce the costs of
MLS materials, so please keep us posted on the progress and the schedule regarding the
increase of the percentage of eco-friendly materials in MLS sports shoes,

Best regards,
XiaoMing Huang

APAC General Counsel
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Angelearthbaby Investment, Inc.

PO Box 59487 KY1-1209, Seven Mile Beach
Grand Cayman, KY1-1209 Cayman Islands
T: +1 (345) 943-9487

E: www.angelaearthbaby.com

From: Wing Young [mailto: WingY@greenknight.com]
Sent: Friday, April 14, 2017 13:32 PM

To: XiaoMing Huang

Subject: Re: Follow-up Questions re DD

Dear Xiao Ming,
Thank you for your email.

We certainly understand your concern. As you may be aware, the MLS materials are
processed by our exclusive technology and thus are our trade secrets. Therefore, we

apologize that we are not able to share the eco-friendly materials testing report in relation to

the MLS sports shoes with you. However, based on our latest progress, there is at least 30%
of eco-friendly materials contained in the MLS sports shoes now.

And while the production cost of the MLS materials is still quite high at the current stage,
please be assured that we will work relentlessly to keep improving our technology in order to
contain an increased amount of eco-friendly materials in our MLS sports shoes, to the extent
commercially and technologically feasible.

Being the leader of this market, we firmly believe that the MLS sports shoes represent the
promising future of green sports products.

We hope the above clarifies your concern. Please feel free to let us know if you have any
questions.

Cheers,
Wing Young

Vice President

Green Knight Co., Ltd.

8F, No. 1234, Sec. 4, Zhongxiao E. Rd.
Taipei 11072, Taiwan, R.O.C.

T: +886-2-2715-5987

E-mail: www.greenknight.com

From: XiaoMing Huang [mailto:Xmhuang@angelearthbaby.com]
Sent: Thursday, April 13, 2017 6:23 PM

To: Wing Young

Subject: Follow-up Questions re DD

Dear Wing,
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We greatly appreciate the cooperation from the company side during the legal due diligence.
While we are still in the middle of our DD exercise, we would like to clarify one issue about the
marine life skeleton material (MLS) sports shoes.

We learned that Green Knight has been working on the R&D of eco-friendly materials and is
eager to introduce the eco-friendly sports products to the market. And a milestone of such
goal is that Green Knight has launched the MLS sports shoes (which were claimed as "the most
green sports shoes in Taiwan") a few months ago. As you know, we support all kinds of green
products, and so we are thrilled to see the creation of the MLS sports shoes by you.

However, one thing that alerted us is that, based on our preliminary due diligence findings, a
substantial part of the materials used for the manufacturing of MLS shoes is still virgin plastic,
and it appears that there is still approximately 80% or more virgin plastic used in the MLS
sports shoes.

In this connection, could you share with us a copy of the eco-friendly materials testing report
in relation to the MLS sports shoes so that we can verify the percentage of the eco-friendly
materials contained in the MLS sports shoes? Please note that this information is crucial to
our board's investment decision-making process.

We hope that Green Knight understands our concern, and we look forward to hearing your
thoughts on this.

Best regards,
XiaoMing Huang

APAC General Counsel

Angelearthbaby Investment, Inc.

PO Box 59487 KY1-1209, Seven Mile Beach
Grand Cayman, KY1-1209 Cayman Islands
T: +1 (345) 943-9487

E: www.angelaearthbaby.com
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SHARE PURCHASE AGREEMENT

THIS SHARE PURCHASE AGREEMENT (this "Agreement") is executed as of June 16,
2017, by and among:

(a) Green Knight Co., Ltd. (&% &L X >3 *¥2 ), a company duly incorporated
under the laws of the Republic of China ("ROC" or "Taiwan") and having its
registered address at 8F, No. 1234, Sec. 4, Zhongxiao E. Rd., Taipei 11072, Taiwan,
R.0.C. (the "Company"); and

(b) Angelearthbaby Investment, Inc. (% % ¥ F 2 ), a company duly
incorporated under the laws of Cayman Islands and having its registered address
at PO Box 59487 KY1-1209, Seven Mile Beach, Grand Cayman, KY1-1209 Cayman
Islands (the "Buyer").

The Buyer and the Company, each a "Party" and collectively, the "Parties".
RECITALS

WHEREAS, the Company is a company traded at the emerging market in Taiwan,

and is engaged in the manufacturing and sales of sports goods and equipment and

gear;

WHEREAS, the Buyer is a leading international investment firm focusing its
investment in the environmental-friendly and sustainable businesses worldwide;

WHEREAS, the Buyer intends to subscribe and purchase 6,000,000 preferred shares
to be issued by the Company and the Company intends to issue and sell such
6,000,000 preferred shares to the Buyer on the terms and conditions hereof; and
NOW, THEREFORE, in consideration of the foregoing and the mutual covenants
and agreements herein contained, and intending to be legally bound hereby, the
Parties agree the following terms and conditions.

1. Definitions.

The following terms shall have the meanings ascribed to them below:

"Business Day" means any day (other than a Saturday or Sunday or statutory
holidays in Taiwan) on which banks are generally open for business in Taiwan.

"Closing"” means the consummation of the transfer of the Purchasing Shares.
"Closing Date" means the date of Closing.
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"FIA" shall mean the foreign investment application to be submitted by the
Buyer to the Investment Commission of the Ministry of Economic Affairs for
the purchase of the Purchasing Shares from the Company as provided herein.

"Law(s)" means any constitutional provision, statute or other law, rule,
regulation, official policy or interpretation of any governmental authority and
any injunction, judgment, order, ruling, assessment or writ issued by any
governmental authority.

"Material Adverse Effect” means any (a) event, occurrence, fact, condition,
change or development that has had or reasonably would be expected to have
a material adverse effect on the business, operations, value, financial,
operating results, prospects, or other condition, assets or liabilities of the
Company, either individually or taken as a whole; (b) material impairment of
the ability of the Company to perform their respective obligations hereunder
or under any other ancillary agreements, as applicable; or (c) change, event or
effect that is or would reasonably be expected to have a material and adverse
effect on the legality, validity or enforceability of this Agreement or any
ancillary agreements.

"Transaction™ means the transaction contemplated under this Agreement.
Share Purchase and Closing.

2.1 Sale and Purchase of the Purchasing Shares. Subject to the terms
and conditions of this Agreement, at the Closing, the Buyer agrees to
subscribe and purchase from the Company 6,000,000 preferred shares
of par value NTS10 (the "Purchasing Shares") each to be issued by the
Company at NTS30 per preferred share (the "Purchase Price") and the
Company intends to issue and sell the Purchasing Shares to the Buyer.
The total amount of the purchase price for the Purchasing Shares is
NTS180,000,000 (the "Total Purchase Price").

2.2  Closing. The purchase and sale of the Purchasing Shares shall take
place remotely via the exchange of documents and signatures within
two Business Days upon the satisfaction or waiver of all the closing
conditions set forth herein, or at such other time and place as the
Company and the Buyer mutually agree upon in writing.

2.3 Delivery.
(a) At the Closing, the Buyer shall deliver to the Company the
Total Purchase Price, which shall be paid in the form of wire
transfer of immediately available funds to the bank account

designated by the Company in writing.

(b) At the Closing, the Company shall deliver to the Buyer:
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(i)  a share certificate representing the Purchasing Shares

that is registered in the Buyer's name; and

(ii) a copy of the shareholder roster of the Company,
reflecting the Purchasing Shares being purchased by the
Buyer.

3. The Buyer's Put Option.

3.1

3.2

3.3

Exercise of Put Option. Notwithstanding anything to the contrary
contained herein, under either of the following circumstances, the
Buyer has the right, but not the obligation, to require the Company to
redeem the whole or part of the Purchasing Shares pursuant to the

procedure specified in this Section 3 (the "Put Option"):

(a) the Company is in breach of any of its representations and

warranties made under Section 6.6 or Section 6.7 herein; or

(b) the Company is in breach of any of its covenants or

undertakings made under Section 8.2 herein.

The Parties hereby expressly acknowledge that the Buyer’s exercise of
its Put Option to sell back the Purchasing Shares shall not affect or
compromise the Buyer’s rights under any other provisions herein or its

rights to claim damages.

Purchase Price of the Put Shares. The Company shall, within ten (10)
business days or such other days as promptly as legally possible
following its receipt of the Buyer’s written notice requiring the
Company to redeem the Purchasing Shares (the "Put Notice"),
purchase such number of the Purchasing Shares identified in the Put
Notice (the "Put Shares") at the same Original Purchase Price per Put
Share (collectively, the "Redemption Price") (the "Put Option

Transaction").

Put Option Transaction Closing. At the closing of the Put Option

Transaction, the Company shall pay the Redemption Price, by wire

transfer of the funds in NTS to the bank account as designated by the

Buyer, and the Buyer shall deliver the share certificates representing
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the applicable Put Shares:

Put Option Transaction Closing Condition. The closing of the Put
Option Transaction shall be conditioned upon the Buyer's obtaining
the approval of the Investment Commission of the Ministry of
Economic Affairs for the Buyer's transfer and delivery of the applicable
Put Shares to the Company. The Company shall make best efforts to
assist the Buyer with such application process as reasonably requested

by the Buyer.

4. Conditions to the Buyer's Obligations at the Closing.

The obligation of the Buyer to purchase the Purchasing Shares at the Closing,
unless otherwise waived by the Buyer, is subject to the fulfilment, to the
satisfaction of the Buyer on or prior to the Closing Date, of the following
conditions, except for those with a specified date, on or prior to such
specified date:

4.1

4.2

4.3

4.4

Representations and Warranties. With respect to the Closing, the
representations and warranties made by the Company in Section 6 shall
be true and correct when made, and shall be true and correct as of the
Closing Date with the same force and effect as if they had been made
on and as of the Closing Date or any such date specified in the
representations and warranties, subject to changes contemplated by this
Agreement.

FIA. Buyer shall have obtained the FIA approval and all other
government approvals, if any, as may be required in connection with
the Transaction.

Due Diligence. The Buyer shall have completed a due diligence
review on the business, legal (including any compliance matters related
to anti-corruption and anti-bribery), financial and tax aspects of the
Company and the results are satisfactory to the Buyer as of the Closing
Date.

No Material Adverse Effect. Since the date of this Agreement and
until the Closing Date, there shall have been no event, change,
development, condition or circumstance constituting or giving rise to a
Material Adverse Effect.

5. Conditions to the Company's Obligations at the Closing.

The obligation of the Company to issue and sell the Purchasing Shares at the
Closing, unless otherwise waived by the Company, is subject to the fulfilment,
to the satisfaction of the Company on or prior to the Closing Date, of the
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following conditions, except for those with a specified date, on or prior to
such specified date:

5.1

Representations and Warranties. With respect to the Closing, the
representations and warranties made by the Buyer in Section 7 shall be
true and correct when made, and shall be true and correct as of the
Closing Date with the same force and effect as if they had been made
on and as of the Closing Date or any such date specified in the
representations and warranties, subject to changes contemplated by this
Agreement.

Representations and Warranties of the Company

The Company hereby represents and warrants to the Buyer that the following
statements are true, correct, complete and not misleading as of the date of
this Agreement and will continue to be true, correct, complete and not
misleading as of the Closing Date.

6.1

6.2

6.3

6.4

Organization and Qualification. The Company is a corporation duly
organized, validly existing under the laws of Taiwan and has all
requisite corporate power and authority to carry on its business as
presently conducted and as presently proposed to be conducted.
The Company is duly qualified to transact business and is in good
standing in applicable jurisdictions.

Legal Capacity. The Company is duly organized, validly existing and, if
applicable, in good standing under the laws of Taiwan, and has the
legal right and full power to conduct its business as such business is
currently being conducted, and has full legal capacity and all requisite
power and authority to execute and deliver this Agreement, and to
carry out the provisions of this Agreement and is not under any
prohibition or restriction, contractual, statutory or otherwise against
doing so.

Compliance with Laws. (i) There are presently no existing
circumstances that are likely to result in any violation of or liability
under any applicable Laws or other requirements relating to the assets,
liabilities, results of operation, condition, financial or otherwise, or
prospects of the Company; and (ii) the Company has not received any
written or oral notification of any asserted present or past failure by
the Company to comply with such laws, rules or regulations, or
contracts or agreements.

Litigation. There is no pending action, suit, proceeding, arbitration,
mediation, complaint, claim, charge or investigation before any court,
arbitrator, mediator or governmental body or, to the Company's
knowledge, currently threatened in writing (a) against the Company or
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6.5

6.6

6.7

6.8

(b) against any consultant, officer, director or employees of the
Company arising out of his or her consulting, employment or board
relationship with the Company, that could cause a Material Adverse
Effect to the Company, or could otherwise materially impact the
validity of this Agreement and the Transaction.

Financial Statements.

(a) The Company has delivered to the Buyer its latest audited
financial statements (collectively, the "Financial Statements").
Such Financial Statements: (i) are in accordance with the
books and records of the Company; and (ii) are true, correct
and complete and present fairly the financial condition of the
Company at the date or dates therein indicated and the
results of operations for the period or periods therein
specified.

(b) Except as set forth in the Financial Statements, the Company
has no material liabilities or obligations, contingent or
otherwise, other than (i) liabilities incurred in the ordinary
course of business, and (ii) obligations under contracts and
commitments incurred in the ordinary course of business.

Environmental Matters. The Company is, in all material respects, in
compliance with all applicable Laws relating to the health, safety and
environment (HSE) regulation, protection of the environment or
protection of natural resources, including without limitation, the Air
Pollution Control Act, the Water Pollution Control Act, Waste Disposal
Act, Toxic and Chemical Substances Control Act ("Environmental
Laws"), which compliance includes obtaining, maintaining and
complying with all permits and approvals and monitoring process
required under applicable Environmental Laws to operate its business.
The Company has not received notice of any pending action or, to the
knowledge of the Company, threatened action alleging noncompliance
with or potential liability under Environmental Laws. Any and all the
manufacturing plants owned or leased by the Company comply with
all applicable Laws in respect of safety and quality.

Corporate Social Responsibility. During the production and
manufacturing process, the Company has honored its corporate social
responsibility, implemented the environmental, social and governance
standards, adopted the eco-friendly production process and used
eco-friendly materials, and complied with all the applicable major
environmental laws and regulations.

No Other Representations or Warranties. Except as otherwise
expressly set forth in this Section 6 of this Agreement, the Company
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expressly disclaims any representations or warranties of any kind or
nature, statutory, express or implied, including any representation or
warranty as to the accuracy or completeness of any information
regarding the Company made available to the Buyer or its
representatives, including its condition (financial or otherwise) or
prospects, business, or operation, and any information, documents or
material made available to the Buyer in the data room, management
presentations or in any other form in expectation as the transaction
contemplated hereby or as to the condition, value or quality of the
business of the Company.

Representations and Warranties of the Buyer

The Buyer hereby represents and warrants to the Company that the following
statements are true, correct, complete and not misleading as of the date of
this Agreement and will continue to be true, correct, complete and not
misleading as of the Closing Date.

7.1

7.2

Organization and Qualification. The Buyer is a company incorporated
and validly existing under the laws of the Cayman Islands, and has all
requisite corporate power and authority to carry on its business as
now conducted and to invest in the Company by purchasing the
Purchasing Shares contemplated hereunder.

Authorization. This Agreement will constitute a valid and legally
binding obligation of the Buyer, subject to, as to enforcement of
remedies, applicable bankruptcy, insolvency, = moratorium,
reorganization and similar laws affecting creditors' rights generally.

Covenants, Undertakings and other Agreements

8.1

8.2

General. Subject to the terms of this Agreement, each Party shall use
best endeavours to take, or cause to be taken, all actions and do all
things necessary, proper or advisable in order to consummate and make
effective the transaction contemplated by this Agreement.

Corporate Social Responsibility. During the production,
manufacturing and sales process, the Company shall comply with all
applicable laws, and shall strike a proper balance between or among
the corporate governance, environmental protection, human rights,
community engagement, employees' welfare, shareholders' rights,
relationship with the upstream and downstream manufacturers, and
relationship with the customers. The Company undertakes to, by
taking the interest of all stakeholders into account, year by year
promote the efficacy of the corporate governance, sustainable
development and environment protection.
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8.3

9. Miscell

9.1

9.2

9.3

9.4

Survival of Representations and Warranties. The representations
and warranties contained in Section 6 hereof shall survive the Closing.

aneous

Governing Law. This Agreement will be governed by and construed
under the laws of Taiwan without giving effect to any choice of law or
conflict of law provision or rule thereof.

Dispute Resolution. Any dispute, controversy, difference or claim
arising out of, relating to or in connection with this Agreement, or the
breach, termination or invalidity thereof, shall be finally settled by the
Taiwan Taipei District Court as the court of the first instance.

Amendment. Any term of this Agreement may be amended only
with the written consent of the Parties.

Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument.

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first

written above.

BUYER:

COMPANY:

Angelearthbaby Investment, Inc. (% %

FERFLF)

By:
Name: Angel Amelia Hudson
Title: Chairman

Green Knight Co., Ltd. (%3 L % >3 T

27)

By:
Name: Purata Green Giant
Title: Chairman
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' See Affiliated Ute Citizen of Utah v. United States, 406 U.S. 128, 154-55, rh'g
denied, 407 U.S. 916 (1972); Estate Counseling Service v. Merrill Lynch, Pierce,
Fenner & Smith, Inc., 303 F.2d 527, 533 (10th Cir. 1962); Wool v. Tandem
Computers Inc., 818 F.2d 1433, 1437 (9th Cir. 1987); Feldman v. Pioneer
Petroleum, Inc., 813 F.2d 296, 301 (10th Cir. 1987), cert. denied, 484 U.S. 954
(1987); Arrington v. Merrill Lynch, Pierce, Fenner & Smith, Inc., 651 F.2d 615,
621 (9th Cir. 1981); Blackie v. Barrack, 524 F.2d 891, 908 (9th Cir. 1975), cert.
denied, 429 U.S. 816 (1976).

2 See Clark v. John Lamula Investor, Inc., 583 F.2d 594, 603-04 (2d Cir. 1978);
Garnatz v. Stifel, Nicolaus & Co., 559 F.2d 1357, 1360-62 (8th Cir. 1977), cert.
denied, 435 U.S. 951 (1978), Chasins v. Smith, Barney & Co., 438 F.2d 1167,
1173 (2d Cir. 1970); Reeder v. Mastercraft Elec. Corp., 363 F. Supp. 574, 581-82
(S.D.N.Y. 1973).
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FHAF o IR 21D(e) BUERR " ASEHES , (Crash Theory) LAERS/A A
WEEAREE N+ B EROTIRKER ) AL ERE O i
A IHAERE SR FE A RHEE BT - B 0 2000 B 8 (il € 4 ey
MR BOR - BIUA » A SRR A B R R HE P BE JE » F— T
ZRa IR S IR 7 HRAYAS T B R » S T 2 R R R A 8 29 B S I o R
st HIREE M R H BB S L S R LSBT E R - 3
A o MIRSETA S s » M PR IR B AR G 77 3 R o A T B A kT e
BRI A=, -

Al - EB—NNAELIE] - B2EFRR
SHREBIRZEBRE

EBAE—NWNAEHHRERPUSETE (Private Securities Litigation
Reform Act of 1995) #iffifil * FamiE— L= =F110F 42 (The Securities
Actof 1933) » Ml —H = PYEFE SR A2 5 (T ) ¥ (The Securities Exchange
Act of 1934 ) RSB E R TF IKFHBEF ISE 2 HL % DB &

5 See 15 U.S.C. §78u-4(c).
8 See id. §78u-4(e)(1).
7 See id. §78u-4(e)(1).
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PRGN I » R B8 A S2 iR AR UL 4% » TE 6 BOMSEILTL i -
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UL ORBR B FTEC > BT MR %8 T A (Bl 28 » MR IBST0E (e 2 REIK
78) o Spe4 2N PRAB I Lz A RURBIRITITE  HR&E (Th)
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JFUE (Out-of-Pocket) » {REANUE Z i B HSE b L » REHAE 53 &5 K4
SR IR 3 B » ISz T GRS A I S LT i oz 20 - 58 = ~ [E{E R
SIRIEH (Rescissory Measure) MR » REAMTF 3 (Equity) SEE
ZFIE R AR B - b kB E RO R ik SRR
-t ST AG A & F 2k - DAMRBEL S 2 BEIKTT RS - (B LB AR TR -
AWl b
—  PIRESIEHRERA

HE A R IR S TR BRI 2 v (R SR AR P P R PR (R i o 72 8 -
SEAR R WA R E IR ERZ AT » REARHEIR & 1 (R 25 R%
W2 M AT 2% DRI  HRRE BB AT » ALK
S T R 25 T L o TR AR 2 25 DARRAREE " - 87T - R

8 See Kardon v. Nat’l Gypsum Co., 69 F. Supp. 512, 513 (E.D. Pa. 1946). ¥Bei
188 A0 17 8 s 2L A R 44 Y S R 6 (B TR 44 3 32 3R “The disregard of the
command of a statute is a wrongful act and a tort.”

See Robert B. Thompson, Simplicity and Certainty in the Measure of Recovery
under Rule 10b-5, 51 Bus. LAw. 1177, 1180 (1996).

10 See Jordan v. Duff and Phelps, Inc., 815 F.2d 429, 441- 42 (7th Cir. 1987).

' See Affiliated Ute Citizens v. United States, 406 U.S. 128, 155 (1972); accord,
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TRES R AG e 5 7R IR -

A AR » 38 A LR e (B U KA PR R i B R P 2
B (True Value) RYZEH - Fak S FURME » BEARSEE 52 A 90T
BE o RS E R FGE RS » IR G IR AP - 51K
25 ARG o RS S FEIIT IS » IR RIS & A (A - 1T
FRMENR AT EBRM ? — MM E » EEER RIS 2 2R
B DEIMBY BB E TLARE)'? « £ Green v. Occidental
Petroleum Corp. —%"* » Sneed ¥'Ff 3 JRAE 80 FH 1P 47 e 188 5 SIS » 4846
G R O S B R PR AR o TR ERAR  — RS AR (market
line) - RI¥RSH S 3F R IIRAE H B R 5 5 FUE AT i) — A « 59—
REFEREMAESR (value line) » AR T T4 TEIRI TR HE
152 R TR — AR » SR 2 SR RS - HOLASE 5% I R » o5 g 2
5 H WA 2 - AL MRS SE R K
Al EM A S ML % (the comparable index
approach) | H T EHI{ERFSEEE (the event study approach) ' e

e.g., Randall v. Loftsgaarden, 478 U.S. 647, 661-62 (1986).

12 See Blackic v. Barrack, 524 F.2d 891, 891 (9th Cir. 1975).

'3 541 F.2d 1335 (9th Cir. 1976).

"4 See id. at 1344 (Sneed, J. concurring) : SIS M5 » HBRAFELSRITE
WIEACIEGE &3 kR BB RA R L7 4 R GRSk R si a0 T AR
WHREATS LG MG 0  H 337 BHEHEREERAF » 2002 4 10
H-.

' See Edward S. Adams & David E. Runkle, Solving a Profound Flaw in Fraud-
on-the-Market Theory: Ulilizing a Derivative of Arbitrage Pricing Theory to
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MWEHITIRIE © R=a+ xRy + fix R; +¢ (1

R {58 7R IR SR AL G T2 I BUVITRIMER » R, (R A0 s ST 45
5 T VI LT BRI » R, 2 TR I SR S S T AL 15 74 T AR
TERR RIS » 38 LR AT B R T B I © @ B, B R
1 SRS S A » ) P A R R R B S B R U+ — s B
TR — EAIBH R o o B— W ARREBEOIRBRFIR - 8, R
— e REMITR AR IR - AR — W RPN
JIS S AR AR & AR B B > & RS RCRE S BB AR 22 - RS
HOHEAR'S o JEAY » SR TSI R AN AT A T 5 5 AR ARG

- Py +
R= 2
= 2)

R 038 7 [ SR 7 e T2 U1 R 0 RO » B ARRIR IR
Py (RBIAFIIILTE » Dy R FRI /2 R A el Al » i Py TE RS H54E
Y8 T S T A SR o I SR B O » BRI A2 (2) T AR

Measure Rule 10b-5 Damages, 145 U. PA. L. REv. 1097, 1103-07 (1997).

16 See Bradford Cornell & R. Gregory Morgan, Using Finance Theory to Measure in
Fraud on the Market Cases, 37 UCLA L. REv. 883, 897 (1990).

17 See id. at 898; See also RICHARD W. JENNINGS ET AL., supra note 3, at 1386.

18 See Adams & Runkle, supra note 15, at 1122-23,

19 See Cornell & Morgan, supra note 16, at 898.

= 130 =

104



BARGEE - THRBSNKATER L8R 9

(PI +Dl) (3)

R+1

R LA R IEHERTEA R EAH IR FIA AR () F
B BN » FRER A2 G) AInT A A A AR BT — H
ZICRER R PR S S T BB A R EE S
8 H b e SR BB #0120 G) IR AT AR R

o=

Val, ue, ( 4 )
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ft B IR Y MG WA R PR E Y S EH
RN HAREZ AR o TS T B AT (AR 2 B i
HEMEE - HREATEREABBNANEE L2 HZA (In-and-Out
buyers) + HIRAEZHH AL o Seat RIS 0 A2 EAR UK 2 0
H %S BB R 25 Bt S S W A A8 2 MRS H B %
SR BB 2 R T B & A A SR IEN MBS
CHE ER&EEAZERIMNRERHAZEE  IEHARE 218
& EAHTTHEERENY - BRASAFRES SHHEA » HIHEHE
HZ A NSRRIl FEE -

()P TED

IR FRESE A b G B G 0 AR L L T Y DA R 8 R P iy 5
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2 See id.

?! See Jonathan C. Dickey & Marcia Kramer Mayer, Effect on Rule 10b-5 Damages
of the 1995 Private Securities Litigation Reform Act: A Forward-Looking
Assessment, 51 Bus. LAw. 1203, 1205 (1996).

P M REOEANG BB PR RERA TR, o BEX
fLH R PR T » 2000 4F © See also RONALD J. GILSON & BERNARD S.

BLACK, THE LAW AND FINANCE OF CORPORATE ACQUISITIONS 193-228 (2nd ed.
1995).
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Value,
1+ Constructed Re trun, _,

(%)

Value,_, =

W BB R R RN LA Bl 51 DA R EIERFAH R - EIWEHRE
F 3 B - TR B 2R A B H Ak - BRI SR T 2
SR JAC T O L R M — R AR EE RO TEAEIRN 80T P S R vl R A oy 42
T » e S B AT (B0 o A i (S 8 1 A 8 > ORI H5 £ > In-and-Out (5
HETEH ) WRFEA » WA FI I B TR FORIRE I - BT
B v » M S AL 0 S B 04 v R B T A » PRI » W52 5
25 °

()T 2 i 5L SR T8

TR RS MO R 2L T SR, SRR PRI Z

BB AR RS R BT R AR AV SR B A S B A LR - DAA R

B See Janet Cooper Alexander, The Value of Bad News in Securities Class Actions,

41 UCLA L. REv. 1421, 1433 (1994).
# See Cornell & Morgan, supra note 16, at 899.
B See Dickey & Mayer, supra note 21, at 1205.
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1 B R A 2 ) A A AT < LR B 1 o B A A R 7 o« AT TR
BN B 0 RS AT B R TR A
PHABEAEAE AR ETHEN GRS 55— REANR
RN FIA SR AT £ i B R\ i S R A R v » B2 5 B R T
T R AR AR RZEN -

BB IR A T S R R IR S T e R AR
174 T 455 DR 6 A A T R SRR 3 R A A S O FEIAT RS
A FHR B IE S AT E SRR RIRY » JRE M R R 290 8, »
TR A B » 2 Ao » B T 0 T A P A 2
T 5 30 KB TR » BRI R IB B » I TREfIE A
) ) 0 L L 1) 22 Y BT » 5 L BV UV BT DA B 52

SR b St S e T B i TR R A TR S A B DA
4 W1 0 R o2 T A T SR T S o 755 B » AL S 2 A T
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% See Janet Cooper Alexander, Rethinking Damages in Securities Class Actions, 48
STAN, L. REv, 1487, 1491-93 (1996).

2 See Cornell & Morgan, supra note 16, at 895-96.

% See id. at 903-04.

? See Janet Cooper Alexander, supra note 26, at 1491-92.
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A5 BR BRI 7 ¥ T AT TS0 B8 AAE TGN &5 N SR R 5 )
BB KIS BRGSO AT BRI - R FRUSELRE R S R e
1A T R e 1 0 S U B ) ™ AT AR L AR RK " TRV
HERELE TR 2 SRS SR » AR5 RIS BIRTEIBION » FRAEHESE LAY IR -
AR T 3 I SR 8 SRR 2 AR -
— BAMA

VAE {858 47 Tk 2 B A B R 5 A A A IRIBR S (Rescissory

30 See Cornell & Morgan, supra note 16, at 904-06.
3 See Janet Cooper Alexander, supra note 23, at 1435-37.
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Flld - DAVBPE &5 2 FEIKTTIS « HEAEAHE AR » Bl 5= IR
HVWAEA " —EPNT ) RNUHEM AR B - EHR SR
i SR R AR AR R » 45 SIS 8 70 B 2 2™ o

i R4 15 PR B AN BRI R R A G 1T R BTG T 5 » KRk
BEdfCRF IR 2 % R 5 A S SR 2 & R » [ C ARG -
ERHE MR GRS HRMOEFEAMMR (Privity) SCEEZH R

(Fiduciary Relationship ) » Jfl &5 4415 E SR I HRFWHE T = - REBNEART R %

A —B - 1572 3R X IR ABHE FUR S E A EF R 53 e
REAE SR R M E RPN » i AIRREIE R e S8
TG TP R S T 2 15 R R 08 T4 5 7R 4% - (8T 2 s 2
R 5 I 77 S E A BRSSO » S 1A ERY - &
T 35t IR S {5 I Ak 55 P AS L6 SR 4G B SRR % » IR o5 (R4 2 R 2R R IK
LR E A T R SR B A R B ARB R E R SR AREN A
P » SRR TTRER A BITR » UK S AN A8 & 3 e
FESPSARIAY » 32 SR LA 848 SR 15 BRI A 18 35 R 0 =X » e BB £
HEEREEZSATZHAL” - HEZR  MHEBE LT :

B0 FR8 30 5 A UG TR R A i e R 4 o LB » SR

2 See American General Ins. Co. v. Equitable General Corp., 493 F. Supp.721 (E.D.
Va. 1980).

3 See e.g., Burgess v. Premier Corp., 727 F.2d 826, 837 (9th Cir. 1984); Glick v.
Campagna, 613 F.2d 31, 37 (3d Cir. 1980); Arrington v. Merrill Lynch, Pierce,
Fenner & Smith, Inc., 651 F.2d 615, 621 (9th Cir. 1981); Garnatz v. Stifel,
Nicolaus & Co., Inc., 559 F.2d 1357, 1360 (8th Cir. 1977), cert. denied, 435 U.S.
951 (1978).

M See Huddleston v. Herman & MacLean, 640 F.2d 534, 554 (5th Cir. 1981);
Young v. Taylor, 466 F.2d 1329 (10th Cir. 1972); Chasins v. Smith, Barney& Co.,
438 F.2d 1167 (2d Cir. 1970).

35 See Bruschi v. Brown, 876 F.2d 1526, 1532 (11th Cir. 1989).
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W 47 R %5 0 G601 R €55 e SO S0 A I e » OV 29 A R e A %
FaTRIRESHE » A0V PR TR TR ARk o i K e 45 0 S €2 2R AL BTz Ao, » AR o5
HRAE A TIIVIMI P » ALY 2 BOIR 2 AR WS » RS RRI B 5 A e 2 o I
i EROHBEHE TR TR GE I RS BT Eﬁﬁﬁlﬁ
G B AT ISP RS G T IR U R THTIR &
IED S A e TR R T AR - 2 A T 1 i RO llfRE-Zi'.d( '
K48 S S e M 52 i 28 52 T IROIR i MBS » Dt 25 AL 1 SR L » 45
JALIU WD PR 5 T e R
FER SRR REKE: » e S 5 R B LI 32 B A £
( Privity ) £ 263 » 145 52 850 2 WEAREL AT £ SE IR 43 1k 12(a)(2) 9 BLE™ -
SEMFEIR L 12(a)(2) MR B FEDRE 25 L BB B 1T 2 36 Y
G RBBZATET - B2 S| » QLMEFHESTRN S 2  OFES
DRSS ER B RR OO | > @R S I BRI A FE AR - R

3 See Jordan v. Duff and Phelps, Inc., 815 F.2d 429, 440 (7th Cir. 1987).

3 Section 12(a)(2) of the Securities Act of 1933,15 U.S.C. §77, provides that:
Any person who--offers or sells a security (whether or not exempted by the
provisions of section 3, other than paragraphs (2) and (14) of subsection (a) of
said section), by the use of any means or instruments of transportation or
communication in interstate commerce or of the mails, by means of a prospectus
or oral communication, which includes an untrue statement of a material fact or
omits to state a material fact necessary in order to make the statements, in the
light of the circumstances under which they were made, not misleading (the
purchaser not knowing of such untruth or omission), and who shall not sustain the
burden of proof that he did not know, and in the exercise of reasonable care could
not have known, of such untruth or omission, shall be liable, subject to subsection
(b), to the person purchasing such security from him, who may sue either at law
or in equity in any court of competent jurisdiction, to recover the consideration
paid for such security with interest thereon, less the amount of any income
received thereon, upon the tender of such security, or for damages if he no longer
owns the security.

B See id.
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AR 12(a)(2) WL AR B AR ER 3G EIE TR (Rescission ) 8[E1{E A
fie s S S8 IATRGE (Rescissionary Damages) * 1523038 DA € B3 47 v
12(a)(2) BEBA AL EE K I 25 Bl 4 45 R H B 2R (Privity) 777E @ R
HIERERTRE EIE T HE Z S IR IR WHE © WASE B 78 %2 5 i Section 10(b)
K Rule 10b-5 B8 B4R EWGRA » H A8 AGFME (Private Right of
Action) FEIERAZCEIE » MR PIBIEATHES] (Implied) *' fiRL » #OBHH
[E145 AN E o <5 S TR 7 10 » 27 R o s Bk 1) 58 7 3 S 6 S8 A P 4 T 2
IR » IS RBE S 12()Q2) BTG E Y - HEHERZ R » BH
FERGHE © 75 KRB R R EBE R Pinter v. Dahl —%* » 5K 12(a)(2) 1938
FIEMBE A LA B B WA ZGMARRLE . B XBE# 2 5k
Section 10(b) 5z Rule 10b-5 F{K 82 G IRFE AR » JLAS R 24 SR i 1
B BE 12(a)(2) HAHHIE ¢ 85— ~ Rule 10b-5 [i &5 2738 B #% &5 37 A9 B
( Scienter ) ; 12(a)(2) AL 5 21 4 25 5@ A 9T RS » IR AT 3R - 58 — - 12(a)(2)
O I 5 (5 R B AR T USR5 BEER (Fraud on the
Market Theory ) 32 » MREMTH S ARAIRL - H HAOSRAEM
AR TS EEN E L HHEN AL 5= 5 E B2 RIER Rule 10b-5
AR 45 SR S AR A T A B B S48 (Privity) #7276 » G IA1S T
ARG o B - ARG IR RO R R R -
Y 7 {8 I 10 B [0 4 IR 58 I Uy B i v A 6 S PR T DU
ZFE 0 N DA S B A R I S Sl B (R I 5 T AR, 2

3 See Randall v. Loftsgaarden, 478 U.S. 647, 656 (1986); Avern Trust v. Clarke,
415 F.2d 1238, 1242 (7 th Cir. 1969).

4 See Globus v. Law Research Service, Inc., 442 F.2d 1346 (2d 1971); Feit v.
Leasco Data Processing Equip. Corp., 332 F.Supp. 544, 567 (E.D.N.Y. 1971).

1! See Herman & MacLean v. Huddleston, 459 U.S. 375, 380 (1983).

“2 Pinter v. Dahl, 486 U.S. 622 (1988).

¥ See Basic Inc. v. Levinson, 485 U.S. 224 (1988).

M See ] WILLIAM HICKS, CIVIL LIABILITIES: ENFORCEMENT & LITIGATION UNDER THE
1933 AcT, §6.23 - §6.27 (2001). ‘
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1A 0 8 e 2 TS S A3 45 P 440 o2 T DA BB A2 » 4877 » SRR TS L -
kb SRR I A5 AR T » BRABIZE IBARBRE » BRSSO R SR IRF 07
— Tl S » AT AR P BRE & TS A 4 AR S TR BT B Z TS
PRAT A4 01 Rl 4 R LR iz T S Y o (R T AMIE R ( R » B
VPR AL DU B 76 43 PR R 25 e S B A O 2k » 28 B4R Ak ik Ao
A e A6 T SB5 0 BB R MR A Do 5 AR A » 8 30 5 R e T N ISR A
RUERZ IR » DARSKR T K 2 FI3E o TR 4 2 50 4 > SR » SERRIkbe
FE AT BRS) » 45 0 TSR IFU45 A 0 Bl 45 REMR I TR 2 » RSB ) ik e H e
LA 61460 25 7 4% I 2 3 5 PR 8 ISC R A R ot e 5 =0

2 ZB—-NNAFBHRBDPNRE
( The Private Securities Litigation
Reform Act of 1995) » FB¥&FFHNEE

HFIRERBRER LIRRE

EE A Tl A B A R 23 R I R T I (A1 B 5 s R — 2 TR AR
BE » B ENOFERE RS TR ) ARG BBEREETS B
7 (HRREHERSE) » AEBMTE W5 RRBEERRNHE - 72

45 See Gottlieb v. Sandia American Corp., 304 F. Supp. 980 (E.D. Pa. 1969), aff"d
in part, rev'd in part on other grounds, 452 F.2d 510 (3d Cir. 1971), cert. denied,
404 U.S. 938 (1971).

4 See Courtland v. Walston & Co., 340 F. Supp. 1076 (S.D.N.Y. 1972); Sarlie v. E.
L. Bruce Co., 265 F. Supp. 371 (S.D.N.Y. 1967).

47 See Esplin v. Hirchi, 402 F.2d 94 (10th Cir. 1968).

8 See Baumel v. Rosen, 412 F.2d 571, 574 (4th Cir. 1969).
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A BRHREAL BB RN - 2B SRR TR
BESLFIRERD J5 2845 » (e RS LIRS B AR R ZH » 5L
AR RERTFE  MAS KNSR ENZ A B EHA R TN
TR o REEFERBRGARZIE » QTR B O 87 BRI — REE - X3
RER—NNAAERE "HBHRREAFUHL , (The Private Securities
Litigation Reform Act of 1995) » DARSIKIFE « LAF SUIRER% ik LA S AH R
B Section 21D(e) » HNLAGRM : '
— ~ Section 21D(e)
FERLUEREFNGIRELUAHBEEEAZTHHEB2FKIR ER
HOR AP SRS 2 B8O T WA B SRR R
RBE IR & I E A S EI S 108 R % B SRR R 4 58 R R
BEIEZAL T PSEE ) BAHREE - BEY ) FEZEFURHAHE
MR (REHM) HENEEEHERL+BFEERZ ZEBFEA
Y. BREEHNEEFEHEREATHHA  ETEL (RE#)  HlEe

¥ See 15 U.S.C. §78u-4(e) (2003). §78u- 4(¢) provides:
(e) Limitation on damages

(1) In general. Except as provided in paragraph (2), in any private action
arising under this title [15 U.S.C. §§78a et seq.] in which the plaintiff
seeks to establish damages by reference to the market price of a security,
the award of damages to the plaintiff shall not exceed the difference
between the purchase or sale price paid or received, as appropriate, by the
plaintiff for the subject security and the mean trading price of that security
during the 90-day period beginning on the date on which the information
correcting the misstatement or omission that is the basis for the action is
disseminated to the market.

(2) Exception. In any private action arising under this title [15 U.S.C. §§ 78a
ct seq.] in which the plaintiff seeks to establish damages by reference to
the market price of a security, if the plaintiff sells or repurchases the
subject security prior to the expiration of the 90-day period described in
paragraph (1), the plaintiff's damages shall not exceed the difference
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PUF WA MO AS R0 1 P77 Y 2 3 X WA L 2P M s L 4% i A 3 ]
AR o SRR Cr A SEME T 0 DI SRR 1755 AR B A 2R b 54
MOE Tl AR 1) 2SR T IR ST ) L SN » P FH A8 34 e o2 5 38 0 A
SRR TR I S o FTVLAURE » 00707968 il 5T %5 FR 5 WSS ) G 01 » T8I M T e i
SRR T IS 5 3550 (the bounce-back rule) *' o ZEMETEHIERI
Section 21D(e) ;7 e /554 .

Section 21D(e) 23& B2 HIER0A

BUE WL = 100 5T
B VG T 11 S LT 0% = 80 T
et TIEN T BRAR IR 2 (4% = 40 7T

% il Section 21D(e) L HPEEH Section 21D(e)
4= 280007 1 AR T Z FRE W 4= i i AR MR
— 20 JC 100 55— 70 7t =30 T 20 JC
= 20 JG 100 3G — 100 JG=0 JG, 0JG
= 20 T 100 JC — 50 J&=50 J© 20 75

between the purchase or sale price paid or received, as appropriate, by the
plaintiff for the security and the mean trading price of the security during
the period beginning immediately after dissemination of information
correcting the misstatement or omission and ending on the date on which
the plaintiff sells or repurchases the security.

(3) Definition. For purposes of this subsection, the 'mean trading price' of a
security shall be an average of the daily trading price of that security,
determined as of the close of the market each day during the 90-day period
referred to in paragraph (1).

%0 Section 21D(e)(2), 15 U.S.C. §78u-4(e)(2).

3! See Jonathan C. Dickey & Marcia Kramer Mayer, Effect on Rule 10b-5 Damages
of the 1995 Private Securities Litigation Reform Act: A- Forward-Looking
Assessment, 51 Bus. LAw. 1203, 1208 (1996).
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+HZFGEALENT 80 TLE 100 JTZfH » Section 21D(e) 4 & 3k 43K
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Section 21D(e)(1) f e {5 S T B F » (R E BT ILBURIRAN T A
i34 (Crash Theories) (9 iR> » PR ES# ¢5 [K 38 IF A5 B Bl a4 T T i o2 i
1 A0 RS TR R ATEO IR — B NS i 85 4% 3 A\ 28 1

52 See Robert B. Thompson, Simplicity and Certainty in the Measure of Recovery
under Rule 10b-5,51 Bus. LAW. 1177, 1194-96 (1996).

53 See Baruch Lev & Meiring de Villiers, Stock Prices Crashes and 10b-5 Damages:
A Legal, Economic, and Policy Analysis, 47 STAN. L. REV. 7, 9-16 (1994).
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4 See id. at 10.

% See id. at 35-36.

56 See H.R. Conf. Rep. No. 104-369, at 42, reprinted in 1995 U.S.C.C.A.N. 741.
57 See Lev & Villiers, supra note 53, at 13.

58 See id.

% See id. at 14.
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§7 See Michael Y. Scudder, The Implications of Market-Based Damages Caps in
Securities Class Actions, 92 Nw. U. L. REv. 435, 458-59 (1997).

% See Lev & Villiers, supra note 53, at 35.

% See Lynn A. Stout, Are Stock Markets Costly Casinos? Disagreement, Market
Failure, and Securities Regulation, 81 VA. L. REV. 611, 646-47 (1995); William
K.S. Wang, Some Arguments that the Stock Market is Not Efficient, 19 U.C.
DAVIS L. REV. 341, 344-49 (1986).

" See Ronald J. Gilson & Reinier H. Kraakman, The Mechanisms of Market
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2 See id. at 970-71.
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5 See Gilson & Kraakman, supra note 70, at 553.
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BLEUF " Any person who shall make or cause to be made any statement in any
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regulation thereunder or any undertaking contained in a registration statement as
provided in subsection (d) of section 15 of this title, which statement was at the
time and in the light of the circumstances under which it was made false or
misleading with respect to any material fact, shall be liable to any person (not
knowing that such statement was false or misleading) who, in reliance upon such
statement, shall have purchased or sold a security at a price which was affected by
such statement, for damages caused by such reliance, unless the person sued shall
prove that he acted in good faith and had no knowledge that such statement was
false or misleading. A person seeking to enforce such liability may sue at law or
equity in any court of competent jurisdiction. In any such suit the court may, in
its discretion, require an undertaking for the payment of the costs of such suit,
and assess reasonable costs, including reasonable attorneys’ fees, against either
party litigant.
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"0 See Alexander, supra note 23, at 1454. Elkind v. Liggett & Myers, Inc., 635 F.2d
156, 170 (2d Cir. 1980).
" See Cornell & Morgan, supra note 16, at 890-91.
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Rethinking the Measure of Damages
in Article 20 of Securities and
Exchange Law

Yung-Cheng Chuang

Abstract

Except for Article 157-1, it seems that neither the parties nor the judges
know how to estimate the actual damages in Article 20 of Securities and
Exchange Law. The primary goal of securities regulation is to protect the
public interest in the integrity of the securities markets. However, if the
methodology of damages in securities litigation brought under Article 20is
uncertain, the goal of securities regulation cannot be achieved. In order to
deal with the puzzle, the author proposes the gross income loss method as the
optimal measure to calculate damages in Article 20 because it is simple and
certain. Part II of this article provides a brief overview of U.S. methodology
of calculating damages at trial. Part III explains and evaluates the measure of
recovery after the 1995 legislation, Part IV argues that the gross income loss
would be the optimal measure to calculate the damages in Article 20. Finally,
part V concludes the proposed solution of measuring damages in Article 20.

Keywords: Gross Income Loss, Out-of-Pocket, Market Model,
Securities Fraud, Crash Theories, Damages, Event
Studies, the Comparable Index
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It shall be unlawful for any person, directly or indirectly, by the use of
any means or instrumentality of interstate commerce or of the mails, or of
any facility of any national securities exchange...

(b) To wuse or employ, in connection with the purchase or sale
of any security registered on a national securities exchange or any security
not so registered, any manipulative or deceptive device or
contrivance in contravention of such rules and regulations as
the Commission may prescribe as necessary or appropriate in
the public interest or for the protection of investors. 15 U.S.C.
§78j(b)(1994).

[ Rule 10b-5 JFCHEM R ¢

It shall be unlawful for any person, directly or indirectly, by the use of
any means or instrumentality of interstate commerce, or of the mails or of
any facility of any national securities exchange,

To employ any device, scheme, or artifice to defraud,

To make any untrue statement of a material fact or to omit to
state a material fact necessary in order to make the statements made, in
the light of circumstances under which they were made, not misleading, or
To engage in any act, practice or course of business which operates or
would operate as a fraud or deceit upon any person, in connection with the
purchase or sale of any security. 17 C.F.R. §240. 10b-5 (1998).
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RERFEICE NFEOHE © QM EERBIERE: & (A)REEHE
FERS 2 ANE T RN Ry E e - (B) I s ARF s I T R AR R
(6)FEAEEe - BE/AEE - A LRSS T RA( Torts) /1Y
FEIEH( Misrepresentation and Nondisclosure ) A rEsEmmniae o R -
SRR SRR T R AU E R SR R % - AIFETE 0 -
~ SEEHRAE T Ry AR R A s

U T Ry R SRR T 53 Fs—FEES 4RI R B IR
{#(Cause-in-fact ) B A HRIGR Z( Cause-in-law )10 » Z58 HRSRER 2R A T1H
By " - AIPE ) HIDRSRERA( But For Causation ) » #3527 » AfESRE [
PRIIRIS: » (7L T3 - AIBE AR But For Test ) RfiEAfet -

3See, e.g., Blue Chip Stamps v. Manor Drug Stores, 421 U.S. 723 (1975).
4See, e.g., TSC Industries, Inc. v. Northway, Inc. 426 U.S. 438 (1976);
SEC v. Texas Gulf Sulphur, 401 F.2d 833, 851 (2d Cir. 1968) (en banc),
cert. denied sub nom.

s Aaron v. SEC, 446 U.S. 680, 691 (1980); Ernst & Ernst v. Hochfelder,
425 U.S. 185, 193(1976).

6 See, e.g. Basic, Inc. v. Levinson, 485 U.S. 224 (1988).

7 Binder v. Gillespie, 184 F.3d 1059, 1065 (1999).

g Camner v. Bloom, 711 F.Supp. 1264, 1276 (D.N.J. 1989).

9 See Manor Drug Stores, 421 U.S. at 744.

10 See Richard W. Wright, Causation in Tort Law, 73 CALIF. L. REV. 1735,
1741-42 (1985). W. PAGE KEETON ET AL., PROSSER AND KEETON ON THE
LAW OF TORTS § 41, at 263-65 (5th ed. 1984). [hereinafter KEETON ET AL.,

PROSSER & KEETON]. See also KEETON ETAL., PROSSER & KEETON, § 42,
at 272-74. ZRHFER > (ERERET REAHARBGZRE ) HRE
HEHR BSLEE 8 H 1-12(1992) -
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HREE RS EOIHIRI » A RE S e N E TR RSN @248
= AWENRNATRBIFS AREAEE E RS - 2 S
ENRNETE RS EEAEE 2 &R AT RHEEREAEEE b
PRSI o A (EECE D E2 R Rl - SEBDERERIES I TEE
1 72H1( The Material Element or Substantial Factor Test) » DI 7e T 75
fi - RIFE, (But for ERAEAAIAER. - Rt - FE FRFE G - 4iEx

ERVEAITE - BUAEEREDD -

B 2 E R H SRR T T R YRR 1 - JR & [ R R Re P LA

" GHEMERE SRR R PRI s RS e o T P Al A R

RIATREIE R & AN BRI » I FY T AR BHT A GFRGER « B
Fowz TEHEE ) AV IVEEE ERSRE R TR TRAIDL T -
HIBE, (But for ) ARIfERETEMRE - FHEL @ B RRSRee IR & 2 EREL
MMERy » (RAGEM BN S N EHUIRTER - #S R N it
EREEERE

EREENE  EXCGEE A TEEE | T Rl - giatss
(SR80 » A RARRINEEE - £ - WNREENRRESEMEER
G "B | MERHGE P2 (ERB N E Ry » PRERIRE: - RItL - R
AILE » REERR 5 — T imfafi it 7 fitam/ Peldy » HigEs0s
ZATRy » FEEET R AL s - B2 - A T

11 See KEETON ET AL., PROSSER & KEETON, §41, at 265-66.
12 See id, §41, at 267-68.

13 See id, §105, at 725-29. §108, at 749-53.

14See id, §109, at 749-52.

15 See id, §106, at 737-38.
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1 EECEBERIBIS MYEE R S A Tt Ba T R VP e B ST
HFeris © () EWREENRERAEEETERD - QS ERIE nEE
MABEREZE Q) BRI AEIE - AT B a7
AT IEE SR ARSI b T -

JEERE EPRRER R T S DA R S AR - EEEE A
REFEIOIR - RGITRVABCRHTARE - B ERCEEHITT REasE R
FET AR EAVRHE - FE SRSy A A AR RE - Blgs
HIAE PVRB AR GRS RENE . - B52 > Rl FEE > 7Ax
PR LR E St A At ] chEree A RERBAIAI T Ry EHEE I
AT ERASRER (o T ATTREVEFAE - RIS T Rt nT A e eadiids
PR E R R e E ZFA( Proximate Cause ) » TiTAfl iSRS CHEE
AT
-~ SRS FERER R A

FE s B R R R R A (R B A S B AT B
RRETRy > IR - (e B R A e R R T R AR B (sl a5 F
W » TN R SR A L - ZAM - (TSR AR T
- HER RS ERERERE » AR EARRE G - AR
FORIRENILEE e | R eSS B A ARRIERE T RAIER
(Negligence ) E{HiF - IRRRRCRIR S0 A EAVRREHR T

16 See id, §106, at 738-39.

17 See id, §42, at 272-73.

18 See id, §42, at 274-78.

19 See, e.g., Athey Prods. Copr. v. Harris Bank Roselle, 89 F. 3d 430, 434
(7th Cir. 1996).
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DAEEHH20 « PRIIHL #5088 T HOE ) AR FIEREN T R VAR BRI AR

Rl 02 - (B EENVE - ST BRI TR  FEEICEmE
P T RS » (BRI A e s B R A Rt TR L - Al
BHELAREA( Negligence ) ETHIRRBA T A0 > B2 » B(EDT
I o ASCDURsIt9iE RS H B A s s E A R B BRI AT

TEA— N T EERA -

JRANE > st s FHIRSRRRG » JRESTEEE Y B0  Rameasra Bk
SRR > IETEREATE - Bt VAR DIV R S B ER M ST
BRIEGEE - MRS TR 52 » RS2 R02EEH
EHEEAER G 2R CEEE S EANE s EEReE
WIS T i 2 « MRS ZEERER » Il T X ZIRERR%  (Transaction
Causation )17 - A | » ACGHRGRRGE SRR HHRRER % » PRI -
FHEREET ] E - AIPE, (Butfor )7AH1] S ERE e -

Ry TiFer Rule 10b-5 SEKIEEMHENIIIZ, RS T RS S
NERIERAS: » eiREtH T HEEIRSR RS = - ISR B AR

20 See, e.g., Krauss v. Greenbarg, 137 F.2d 569, 572 (3d Cir. 1943).

2 SR (BHEHER) - B 41112 546 > Bl 85T K
(2000) -

22 See Bastian v. Petren Resources Corp., 892 F.2d 928, 931 (7th
Cir.1990); In LHLC Corp. v. Cluett, Peabody & Co., Inc., 842 F.2d 928,

931 (7th Cir. 1988), cert. denied, 488 U.S. 926 (1988); Schlick v. Penn-

Dixie Cement Corp., 507 F.2d 374, 380-82 (2d Cir. 1974), cert. denied,

421 U.S. 976 (1975).
23 See Huddleston v. Herman & MacLean, 640 F.2d 534 (5th Cir. 1981),

affd. on other grounds, 459 U.S. 683 (1983).
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HR RS TEERS  HBIH  WI SRR - S < Bl ST E B E(E
FEAREE) - AES RS TRk R - IRESRSHSE 2R
EREREE - (FiEpcaOR FERATA 2GR (Proximate Cause ) °
AR HE R S RRAIRISRBIAIET » DR B Al e At =]
DIHAM S EAER - HE 2 » BREEE IR TR BRI
BerPrigin - ARSI % - #e57RRE Rule 10b-5H FRAEE {Tos © B
#1995 4F » FEEIEEHE 1995 RN RALTAZE ) (the Private
Securities Litigation Reform Act of 1995 )25 101 {4 b s » R SZERHEENRN
SRBAGEESET RO BEEH T1934 F5855cF% 5 21 {pR( Section
21D()(4) )26t  {EZ: » EHAEERERHIRETEIE 2 PR E AR - FEIEE
A ARAE AR AR - ARG - PRERBA(RZ SR ERREE - /B EIAERE 2
HilE o HINEE R A et - ES AR TER N
TR TN oAl R » BEARIRE - Rl HiS: - Ht » i RAVFRIT
TR SRS TAVEEHER — B ARSI T AR EAR
Bil% HIBSEER=E - IVEENMA A

24 See Bastian v. Petren Research Co., 892 F.2d 680, 685 (7 th Cir. 1990).
2515 U.S.C. §78u-4 (Supp. 1997).

2615 U.S.C. § 78u-4(b)(4) (Supp.1997). 1934 EFHFH X HE | 5 21
{6 (Section 21D(b)(4) R E4 T :

(4)Loss Causation — In any private action arising under this
title, the plaintiff shall have the burden of proving that the act or
omission of the defendant alleged to violate this title caused the
loss for which the plaintiff seeks to recover damages.

27See, e.g., Robbins v. Koger Properties, Inc., 116 F.3d 1441, 1447(11th Cir.
1997); Marbury Management, Inc. v. Kohn, 629 F.2d 705, 708 (2d Cir. 1980).
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BrEPRHR B FAVERAE » [ RSN A T R B R A e P2 SR
jiE (some causal nexus ) BlTffas o DUTNA3HlgsEs7 EIR T 2 SRR A
B TR, LG -

2 ~ XGNIRRGEI

NG BIGRANRETS - HEEI R - (EEA e
HEOCAERPHESETER B EEE R TR E - BIREREE
RS TEIE ) WEEHREIITR - ARSI R AP G TR R
PHRE(RI > RIS IERIERRR S - fErhEiar - Rt - JREVEHIEE "3
#1) (Reliance )41 T Rifl A AR 8RR INGE R B (5 - RERE
R A0t - TABEARREER R R (R S G A BRI A7 Fo  JRH
£ B EAENECHATRAFTEREVEMGER SR © [EE 0 EEHCH
TTREEREAER E CERFOA HHATE - AgEFIEeEE - EREANE
TTRERe SRR EHIRE TR » TR SR EFo M A Z A BT
FE > HEZ - RENGEZERFR B AN E TR TiEE - It
T - BERRENARECHHTREE - BN - AL - 7AE]
HNIRR RS NIB S EERAERDR » IEAHIEE M SE: -

—FE AT Ry FERSIRE N LR RO AAAE R (T
REAN TE# ) BONEDR > XA Rl - BRERZE » Bz TEHE
BRFREABNVEREER S WS - Bh % A EEE

28 See, e.g., Abbey v. Control Data Corp., 933 F.2d 616 (8th Cir.), cert.

denied, 502 U.S. 967 (1991).
29 See ROBERT CHARLES CLARK, CORPORATE LAw 329 (1986).
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[ - EEF G TSRS LS BE E - BFEE—SCHRHEERS
STGRE NEEH EENARERE AR Wit SERREA
A FIE X BB N ANEBRIL  165% 5 e R AR S

EHEBEANREE - HRO £ EASHENERTE > SRS
1Tk (HEREZ B > R Er s A e A [Ees 7 2 T b ERE
NSEeR 2 HIE R EEE 2 X5 TR H5  BPMEEREHEAFIAT - K
RE(ERER S A BTG EE LB VA SR RS & At
TR AT 7 T RE(AEEE  (Fraudulent Omission ) B [ #RIKTHS;
(Fraud on the Market )i - e VG EERHEAR (S0 2R
e > [REZERTER (598, ZAf - EfEEEC =T MEESE &
e B THEE ) 2R o (E2 0 BIRNIEBRTL T RS | B TR
Hhis | & 0 s X o BB N SFREREY - IRETERL T (568 Z
ERAREREE > BT o U775k TEEAFSE | (Fraudulent Omission ) £ M2
5 (Fraud on the Market ) — - AREZEHIHNIL Sl -

— ' EE{AF=EE | (Fraudulent Omission )

1£ Affiliated Ute Citizens v. United States /.25, » e 2o lE
ARZE() REBHE Z R G1T FiafiE A2 38 51T Fs( face-to-face
transactions ) ; (2) #rSREASEEANE 2 HH » (3) #rtREEAEE

30 See Basic Inc. v. Levinson, 485 U.S. 224, 243 (1988); Affiliated Ute

Citizens of Utah v. United States, 406 U.S. 128, 152-54 (1972);
31 See id.

32 See Affiliated Ute Citizens of Utah, 406 U.S. at 150-54.
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Fa( fiduciary duty ) 5 Rt > B REAFEEE AN E 2 BEEURS L
R Thy » [ T B RS P e R T s

E(RPEEE PN BT KR » (B B R B &
NAERTERRS » AREEICE - FERENERHIEN T Fad7 e 51y
HTE o I > B NE 2Rl - SRR S SRS 2 R
TSR TR > BEEET > s b RS - RS NE
B BA T LA B E A R s 2 R S T i s
Bt REEREERERT R RS ? HR > s (EEESRHRE /AL
GA TR ? YA S 2 BRI - R R o (B2 o HAeESER
NI A S R RREE 1B - AL - ARZER It —RIR - SR HLAT )
R B 7572 > FIFE— (B - DIRRR SN TR - 2
{ERTERLE « " WRRERB SRR ARE  EAEH  REEagAE
HYREMA R ERHTE ? | sssZEat AR AR (L T — (B R S5a A
B RS RE R ENRR T R BlRERE RS SRS T R LR
B FHVRSRE S (B2 ASCPURy S s T (B8 ) SRR
A B » SRR e FARISRBII A T (S8 S IR A5k
WS TSR R BT IR > L 0Ti T (EHE ) BHA-EREL T #E
JE AT LARE - 18T - 5t Affiliated Ute Citizens ISR TR -
N ERARREE NEH P GRRA - (A » BRI S S ST ey
FEN - R RS IHEES R R A s KB ENHE - 208
FEEZHOEGHY

33 See id. at 154.
34 See RICHARD W. JENNINGS ET AL., SECURITIES REGULATION 1162

(1998).
35 1d. at 1163.
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g TNERAUEE [SREZFAVREE » DIRIEIR S A B S S R
RS AL S iR Ese ©

A » ASCPAR S A E 2 Bt - PR e R A — TS
HEMZ "RE - I S e A o 2 Er EREE
FEENNEEEM BE EPERSERE 2Bl EEERT
RAIFE T BV R e SR e B Em Y EIT - A2
s TAEREL B TRREE | DLPREEAREER T
—~T¥B&#S , (Fraud on the Market )

S EFERE B nET SRR A HE e Y R AT T SRS
%4 1 (the fraud on the market theory) - ZEIAIBSFERTZ L sE D —{(EEXER Y
B ER G BEEFNERGEEERT AR - —KMS
ENREREAT ~ AR ENEE ST (N EEEA HE o
EISHTERGEIE G B2 N A T R MBS R E S E A TRy -
SHEHINE R BRI ES BN N E OISR - (ESRE(E RS
W% B AR E IR (SR - T HIN R S S 2R e (E
1+ AERE TSRS R ES Rl EMIRSEAL G A NEOK ERVIR. » 2
PR GRS Y EHE S AN BT - AIERT-A R - HEE - ESREEE
N~ B BGR B SR a Ti ESAE E A S

36 See e.g., Shapiro v. Merrill Lynch, Pierce, Fenner & Smith, Inc., 495
F.2d 228, 236 (2d Cir. 1974); Rochez Bros. v. Rhoades, 491 F.2d 402 (3d
Cir. 1973); Jenkins v. Fidelity Bank, 365 F. Supp. 1391, 1398 (E.D. Pa.
1973).
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[N R R EL T S 2 N EI SRS E T 18T > #5H
W RE T TR EHVEE RS SR ey -

FRIEFLEE LS FERARAE— Lt A4 Blackie v. Barrackss —
ZE - HIoRSIFE T - DU LERE TSR IS HEE R - (S
TR BRSNS N A T R AR SR ERI AN R A VE R & -
V& B HIREE Ry AE A R A A B 7 B8 25 A B 28 & 45 ( the
impersonal stock exchange ) » B ESREEH B SEEARTE1 T HREE
RENFE AN E B E ARSI - AlAR i A2 DI E R & (ST
A ER S R T RS N BRCA RGN e - ZIRAEHER
Bl AN - EH I ER SRR ATV - BN EICE 5
BA  AEEES SRR E AN E 2 [l - TER— AR S8 E
R RS R S RERE 7 TSI H S ke s L A B 7 - NI >
PERHESEENS IR SRS » e aser i ahii
Fts H a0 ©

HA - SEE R sl FSRAe(E Panzirer v. Wolfa 22 » RIFESREF
HRT S A R A « RS TR SIS i S A AR E AR
B IR ISR E A K 2 3R 52 MR S R R A R s
EIFSEEE T EREHR ) B TR S AT Ve

37 See Nicholas L. Georgakopoulos, Frauds, Markets, and Fraud-on-the—
Market: The Tortured Transition of Justifiable Reliance from Deceit to
Securities Fraud, 49 U. MiIaMI L. REv. 671, 713 (1995).

3s Blackie v. Barrack, 524 F.2d 904 (9th Cir. 1975), cert. denied, 429 U.S.
816 (1976).

39 See id. at 906.

40 See id. at 907.

a1 Panzirer v. Wolf, 663 F.2d 365 (2d Cir. 1981).
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IS - SR EERZ A IR < A i S (S = A S
AT s > o] A 2R HE E SR S (SRR YRR 3555 = AAVaTAh s
HREHER SIS BEEREFTEL  (WHEIRERRAL - AIEE = AAVRHtER
RN AIRE RSN - BRIt » JRESRIN RIREES RS o T R - B L
FEIBRFIEE e A EIRRE RS, piEksE =
PG B R 0K -

EEEEAYE - EEFPACE FaR A e S - B
EAERGERR S S HEE - BRI —20 5 ERIEFRE S &G
FEWEBHTE Blackie ZEFy » WHEASRERREEEIH NIWT—2H  BITATHERTR
EEREHEE - (V)i RS E P R R E 5
(&AL T T ARE S PR FREA (T S Q)&
PR RBEARNE » RS © (AEwA S AN E RIS
o [REEPEES I Fus < M - SEERFEE e A rPanzirer
FARIERIS » $RR AT AR S PRI 2 EEHEE < 50
aa o RIG » S5 B HGEFR i = A e R i DR EE — S » 2 <2 R Basic, Inc. v.
LevinsonssZ& » DARHAAH BRI -

(—) ~Basic, Inc. v. Levinson

Basic #iflif/ NS A& RIS AT AT B0 FHi
RISy Combustion HAFIFRAIIEHT HEAE] - —J /1 HBasic
shilsg /=] 2 AR Combustion HHA EIEE AR &2 =

42See id. at 367.
43 See Blackie, 524 F.2d, at 907.
44 See Janine S. Hiller & Stephen P. Ferris, Use of Economic Analysis in

Fraud on the Market Cases, 38 CLEV.ST.L.REV. 535, 540 (1990).
45 Basic Inc. v. Levinson, 485 U.S. 224 (1988).
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H o AF— TS/ GER - Basic Sl A1 =2 A BHESR {8
Combustion &tk ElrafkaftoBE s 280 - e— it/ —H-+
J1.H - Basic S8\ FHESEEAN BHE M2 Combustion ik, EIHA R
SRR e - ERIEL » BF2AE— L E BB/ - H -/ \HREE
Basic flifE \FIRERAIF AR - 2% Basic it/ e HES - LIER—
NPT A8 HAH(b)HEL Rule 10b-5 Bty - FEEEEEER A © [RE
FIRHIEEGERT S 2 = RAFAEGTEL Combustiont&s A\ SRk e
PEOHE, IR SRR IS (B E Y Basic St/ SRS e - 55—
AR TR AR MR EAS < S R E AR S RO,
BB SIH » FIAFERG o ; RS HaT e S B N @K
FERARE - EIRAREME AR Rl RS SREE - BRAFE S 0 I
JiEEE PRt R sRE SRR E AR S T OME.  FERE A
B S0 » 7 FETAR » 48 e Rl = A -

FEFS = A R R S EE 8 (RS TR A AT Sy
ROTEE » REMFEZ(SHETR » G NEAT RIS 8% HIR
RRAEHE 51 © 2T » SR = 2Rt i 5R - St s BRI
BHTIT/E » LA A s « PRIt - SEEGRFS R 2Rt R

46 See id. at 229-30.
47 See id.

48 See id. at 228.

49 See id. at 229.
soSee id. at 229-30.
51 See id. at 243.
52See id.
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SEREATTISEER the efficient capital markets hypothesis ) F i E ETEHE
ot » {F Rstfnone e ek B T Ess « HEIF s Ahead PR S8 275
SSHI BAIRE - M R THR R E AR S o
( face-to-face transaction ) FREEEIRE - A TEHEGHVETEENNS » AT
R ERS A ATAUBME » B B3 Rfe] » WAL - (AL - A0
—REECHE NRFEHITIEA impersonal market ) - 5655 BUEEARH(E
FEEHER - BB EARRE TS L S G B R e B R R A
FME - AR ©

TEEAT DI R BRIV E B AR G - SRRV YRI(ER » 582
R E MR A &P E T8 - B2 &1
5 T AR EESE T EE AR i &R AR IR A &R LA o
Ty JERETEN TiifE o R A - s s P R
& IEMIE DS Ry £ 7 HE AR RRR » & A SHETA YRR
At o TERART LZIRATA Alfe 2 &R - e & Al S & i LA
BTSSR EE - (ERIEEANEENSH I - Btk > 15
Ui RIEE AR Z I AERARN - AR A NS s TR S
55 ©

AN - SEERF R AR een e R T S m A A A AT RS (S
TR DMEER =T « ZHEEAamae BB A ~ AFEEER ~ B2A
OGNSR s RS - Se2Ias87 ok

s3See id. at 241-42.
54 See id. at 243-44.
s5 See id. at 244.
56 See id. at 245.
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(eEReE BRI E RS A T N LA » S AZEREZFEL
BTSN EIRER Z XA TRy S AN B E A BRI
BRI TRTA AR S A SRS IS 2 &
ANATIZRR © RS T R B RN B Z BE » AR5 R S R It =)
AR A AN EIRYTE - AEMIERR Sehar Z FE e - 85 fE—{EE
RS » (A AG NS VRS AR Lse 5 1ETTT - FEUEE
—RESI AR N REERMUET  E ORI S 8 S
W Z ANETEIREET » S I - HRUTE s -

PR T HEE SR (SR IR > SSEF = At Mot es S e
SRR A PR ES VBB PR e Z A ERRAL ¢ fIs R SR
FIBMGS 2 A BRI - (3B G A1 - N (SR HE
TE > e te LRl « OS2 AR s B RS R ATy
FRSRAERS * (D RAE BRIl » (QZAE ZFlUEE R B 2
FIH | Q) AT ARCRIEEFTART ) + (ARSI T
Wt N B UL MR AR Hiler © AR ZEM S Z 2R SR -
SR s A w1 R P b e e e - i LSRR
REFEFANL  CHBGE AR TE RS

57 See id. at 246.

s8 See generally, Ronald J. Gilson & Reinier H. Kraakman,

Mechanism of Market Efficiency, 70 VA. L. REV. 549, 568 (1984).
59 See Basic, 485 U.S. at 246.

60 See id. at 248-49.

611d. atn.27.
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HI 5 BB SR ERATABEN S AN BRI - [RE SR Gk
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KRENAERRE  GHEEBF RS AR AEE White FrEss
O’Connor ATEEJNA White JOEEFHHE Y g - ZARERECEE
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T BRI GZEE R S R » SR s « [RIHL » HAE R
MmEEAIRE S TSR ER - BUTE il RS EEES T
EZ R BEE 2 AR AN CREREEE 2 DAHER - 2
0 ER RS TEEEE I - B HEE DA E  Bh
o4 o NEIE FEDHHREE b fEEGSN RS SRR e - &
fEISh - SfETTRE ; Btk AR HHRM - VRS S5
{7 Hides -

B AEEREE SRS ER - S s L aEART
BB taRe F R EAEZSTE - SRl mpras g - a0
EH B (EERCEE ARSI E » MIHEES A
FrfaRE N » Rt - & ZIGEENA Ryl - A RS (SR 2 -
7 - BRI A e B Fee « % NEERERFERAFS
SEFRARHHE R T TUHER - RS EEERRE - A= 2E
HHIEFE » ERATA LRSS E N - 7

621d. at249.
63See id. at 254.
64 See id.

65See id. at 258.
66 See id. at 258-59.
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MR T N ATREEREGE C BIE T B AR A E5REREHETSM
AREFI KA WL R EMEER YG S B AL SIS S
EAAERA e ?

SRt a3 a2 AR - EEERETRESOR - I - AR A
WNER R SRR TSGR R AT RS Z R E AT S BGER (R Z 5T
LB AT E e TSR -

(D) ~ eEEATHHEE The Efficient Capital Markets Hypothesis )

AIERENTE R T SR » VA EERCR B AT SR E
B - EIE ARy k- » R A RS IERERTEIA (BRS  ERE AR SRAYE ] » Al -
AP — R HEEN - DEASCRIER TSGR » SiaES 7 VE
1B » AIRERA T 75 « RItL - A AReRITEAT » IERFELE
NERZ TS A ERS 2 thiE » BIeEEZ A B AR SR 2 AR
EHMEC T RS2 A EE S A AR &He - B ZHES S
BRI EAAR SR E A E E RIS, - 78 » —{E
RN EATTSTILHE @ A& AT S AR
EHUEAVERET A0 - B BERATEATS - R e S E
FREIEHRYRR R - EfREERE - —EE%eE

67 See id. at 259-61.

68 See Reinier Kraakman, Taking Discounts Seriously: The Implications of
“Discounted” Share Prices as an Acquisition Motive, 88 COLUM. L. REV.
891, 898-900 (1988).

69 See Eugene Fama, Efficient Capital Markets: A Review of Theory and
Empirical Work, 24 J. FIN. 383, 383 (1970).

70 See Jonathan R. Macey & Geoffrey P. Miller, Good
Finance, Bad Economics: An Analysis of the Fraud-on-the-Market
Theory, 42 STAN. L. REv. 1059, 1077 (1990).
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77 See Macey & Miller, supra note 70, at 1078.

78 See id. at 1079.
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so See Daniel R. Fischel, The Use of Modern Finance Theory in Securities
Fraud Cases involving actively Traded Securities, 38 Bus. LAw.
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s1See id. at 2-3.
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85 see generally, Andrei Shleifer & Lawrence Summers, The Noise Trader
Approach to Finance, 4 J. ECON. PERSP. 19 (1990). See also CoX, supra
note 71, at 40-42.

gs See Donald C. Langevoort, Theories, Assumptions, and
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