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No Validity of Real Right Transfer if the Holder of Maximum Mortgage Changes the Debtor without the Registration Alteration
——Bank A Vs. Company B,C,e.t over Financial Loan Contract

Key Points
When the holder of maximum mortgage has reached a consensus with the original debtor, the mortgagor and the new debtor that incorporates the creditor’s rights against new debtor into scope of the maximum mortgage without altering the registration, it shall not amount to the transfer of real right. Therefore, the mortgagee cannot exercise the right of mortgage against the new debtor.

Basic Facts

Bank A signed up the Basic Amount Credit Contract with Company B and agreed to provide line of credit of 140 million Yuan on April 8th, 2014, the loan term duration is from April 8th, 2014 to April 7th, 2015. On the same day, Company C signed the Maximum Mortgage Contract with Bank A and agreed to provide the mortgage of maximum amount guarantee for the former mentioned Basic Amount Credit Contract and all claims thereunder with its real estate. Bank A proceeded mortgage registration with Company C on May 10th, 2014. The category of registered right is the mortgage of maximum amount and the mortgagee of the right is Bank A.

Bank A singed a Liquidity Loan Contract with Company D agreed that Company D shall borrow 28 million yuan from Bank A, with its duration from November 5th, 2014 to November 4th, 2015. On the same day, Bank A signed Supplementary Agreement with Company B, Company C and Company D, and confirmed the foregoing Liquidity Loan Contract was part of Basic Amount Credit Contract between bank A and Company B, which belonged to mortgage scope under the Maximum Mortgage Contract. Then, Bank A granted loan as agreed.

Till the due date, Company D didn't pay all the interest due, nor the principal. Bank A brought a lawsuit against Company D for repaying the principal, interest of the loan and attorney’s fee, requiring Company B and other companies to undertake joint liability for satisfaction for Company D’s payment obligations, and to exercise the right to mortgage to the real estate which is under the name of Company B.

Holding
The People's Court of Jing’an District of Shanghai made a civil judgment [Jiang’an, Commercial, no. 6508(2015) ]on January 19, 2017 that Company D shall repay the interest and principal of 28million borrowed from bank A, overdue interest and attorney’s fee within ten days from the date of effectiveness of the judgment. Company B shall undertake joint liability for satisfaction for Company D’s payment obligations. Other claims of bank A were not supported. Bank A and Company D appealed after the first instance judgment. Shanghai No.2 Intermediate People's Court made a final judgment on September 30th, 2017 [Shanghai, 02, Civil, Final, No. 2890(2017)] that dismissed the appeal and affirmed the first instance judgment.

Reasoning

Our court holds that the issue in this case is that whether Bank A is entitled to enjoy the mortgage rights of maximum amount in respect of the disputed loans under the Supplementary Agreement, that is, whether the debtor can change in maximum mortgage. It should be analyzed from the two aspects of creditor's rights and property rights. At the level of creditor's rights, the Supplementary Agreement is signed by all parties and reveals true intentions of all parties, so the agreement is legal and valid and shall be observed by all parties. Therefore, for any violations, the observant party may hold the breaching party liable for the breach of agreement. At the level of property rights, Article 205 of Property Law only provides that the mortgagee and the mortgagor can change the “scope of claims” by agreement, but it does not explicitly allowed to the change the “debtor”. In this case, the parties agreed to change the debtor. This raises the question of whether the change of the “debtor” can be interpreted as change of the “scope of claims”. From the aspects of legislation evolution, the Guarantee Law of the People's Republic of China promulgated in 1995 and the Property Law of the People's Republic of China promulgated in 2007 on the maximum mortgage guarantees emphasize that the secured claims "continuously occur", and "continuous occurrence" should refer to a state of continuous follow-up transactions between the two parties. If the debtor changed, the new debt is difficult to be identified as “continuous occurrence” compared with the previous debt. From the perspective of comparative law, even if the country or region that allow the change of the maximum mortgage debtor, its legal system emphasizes that registration of alteration should also proceed, otherwise the priority of compensation cannot be exercised. 

To conclude, although the Supplementary Agreement is legal and effective from the creditor's level, from the perspective of property rights, combined with legislative evolution and legislative comparison, the agreements that changed the maximum mortgage right without the alter of registration process will not produce the real right transfer. Therefore, the court's decision supported the claim that Bank A required Company D to return the principal of the loan and pay interest. And the court does not support the request of Bank A for the realization of the mortgage.

Significance
The case involves the validity of changing agreement of maximum mortgage. Chinese property law does not provide clearly that whether the chief debtor can be changed in agreement of mortgage of maximum amount or whether the change of chief debtor need alter the registration. This case holds that, if the parties to a mortgage contract are allowed to incorporate creditor’s rights against other debtors that do not fall within maximum mortgage into guarantee scope without altering the registration, it may harm the interest of other third parties such as the subsequent mortgage and the ordinary creditor (the mortgagor). Therefore, the court ruled that the bank has no right to exercise the mortgage against the debt of the new debtor who has not gone through the registration alteration. This case is insightful to clarify the judicial rules on maximum mortgage, and it is helpful to regulate the financing behavior of financial participants, to improve the developing awareness of lending enterprises and to effectively prevent and control financial risks.

Financial Consumers Misrepresented in Risk-taking Assessment Test Shall Bear the Assumption of Risk

——Shen v. Bank A over Financial Service Contract

Key Points
Sales of financial products shall perform the duty of eligibility review for financial consumers when provide financial service and shall recommend appropriate financial products and services to financial consumers that are aligned with their risk tolerance. Where any financial consumers purchase inappropriate products or receive inappropriate service because of providing false information in the risk-taking assessment test, they shall assume all their risk of investment. Where the finance institution fails to disclose information and risk completely, it shall bear related liability for the loss of the consumer.

Basic Facts
On May 8th, 2015, on the recommendation of He, the Customer Manager of Bank A, Shen subscribed SWS MU Fund (Structured Fund) for 499,922.50 shares at the bank counter, totaling 500,000 Yuan. Relevant data shows that when Shen opened a trading account on May 22th, 2014, Bank A conducted a risk-taking assessment test for him. Among the questions, Shen selected E (more than 1 million Yuan) for “annual household income”, and D (most are invested in high-risk products such as stocks, funds and foreign exchange, and have more than 8 years of experience). The result of the assessment questionnaire showed that Shen’s risk tolerance belongs to the “radical” category and is suitable for all risk products. On May 5th, 2015, Shen signed himself the Business Application Form, and the printed field of which shows that Fund Risk Level is “High Risk”, Customer’s Risk Level is “Radical”, and Risk Matching Result is “Normal”.

The video and audio recording shows that the Customer Manager He have told Shen that, the product of fund is unlike the product of financing, which will certainly be profitable in one year, three months, or six months. The net value of fund may change and both appreciation and depreciation are possible. And it may even fall below the cost sometimes but it takes time to avoid the risks. After Shen reported to CBRC Shanghai Office no counterfeit signature was found in the relevant materials......The video and audio recording is not clear enough to decide whether the customer manager has fully disclosed the risk of the fund.”

In January, 2016, the SWS MU Fund made a casual share conversion on the base date of January 1, 2016, and thus 179,475.30 shares were reduced without Shen’s consent. On March 1, 2016, Shen redeemed the purchased fund in this dispute and received a balance of 273,680.79 yuan. Shen then sued Bank A for his loss in this investment.

Holding
On July 31, 2017, the People’s Court of Hongkou District entered a civil judgment (No. 25028 [2016], First Instance, Civil, Shanghai) that Bank A shall pay Shen 100,000 yuan in damages and other requests made by Shen shall be overruled. After deliver the opinion, both Shen and Bank A appealed to Shanghai No.2 Intermediate People’s Court, which rendered a civil judgement (No. 9139 [2017], Final, Civil, No.2 IPC, Shanghai) to dismiss the appeal and affirm the original judgement.

Reasoning
The court holds that, Shen had opened his bank account at Bank A, and has on a long-term basis invested in financial products and performed all the transaction with the recommendation service provided by the said Customer Manger. Bank A has provided professional financial management consulting services to Shen, such as financial analysis and planning, investment advising, personal investment product recommendation, etc, thereupon the legal relation between the two parties is based.

Banks shall perform investor eligibility review when recommended, sell financial products or provide financial services as professional financial institutions, shall bear the responsibility to, according to the features of financial products and services, recommend or sell appropriate financial products and services to appropriate financial consumers, and prevent ineligible investors from being introduced into the capital market, in order to keep the stability of financial market. In this case, when Shen opened the trading account, Bank A has conducted a risk-taking assessment test of him in which the result showed that Shen’s risk tolerance is “radical” and is eligible of purchasing financial products at high risk and below. Thus there was no inappropriateness for Bank A to recommend products with matched risk level, according to the result of assessment. Shen raised objection to the result of the assessment questionnaire, arguing that the choices were not selected by himself or that his consent are not matched with his own conditions. However, he did not provide related evidence to support his argument. And Shen shall, as a mature investor with high educational level and long-term financial investment experience, read the relevant agreements carefully and sign the relevant agreements with reasonable care, assuming any inaccuracy therein; where any financial consumers purchase inappropriate products or receive inappropriate service because of providing false materials in the risk-taking assessment test, they shall assume all risk arising from investment. The signature hereto shall be deemed as confirmation. In addition to the risk assessment, the Business Application Form and Risk Disclosure Letter signed and confirmed by Shen have all indicated the level of risk tolerance of Shen as an investor. As no objection was raised by Shen, he shall, even out of failure to perform duty of care, assume all the relevant legal consequences after signing the agreement.

As the sales agent of financial products, Bank A shall incur the obligation of information disclosure and risk warning. The disputed fund in this case is a Structured Fund with special mechanism of reduction and it belongs to high-risk financial products. Bank A claimed that when its Customer Manager introduced and recommend this fund, he had introduced it in details and mentioned relevant risks. However, the video and audio recording could only prove that the Customer Manager had mentioned the risks of the fund during recommendation, but he didn’t introduce relevant information of the fund hereof in details such as its mode of operation, or disclose its special risk points. As a result, the argument that Bank A had fulfilled its obligation of information disclosure and risk warning is not strong enough. The court decided that Bank A compensate Shen 100,000 Yuan for his loss.

Significance 
Over the past few years, the so-called “rigid payment” in the banking financial market has contributed to the irrational behaviors of some financial consumers. With new regulations on capital management coming into effect, the practice of “rigid payment” with expected return from the banks has been broken. On the premise of a comprehensive review of the responsibilities of financial institutions, the judicial judgment herein emphasized the principle of “caveat emptor” of financial consumers. What’s more, there are objective asymmetries, such as in professionalism and information, between financial institutions and financial consumers in the legal relationship of financial services. In order to compensate for the asymmetries, the case confirmed that “the seller is responsible”. As a result, financial institutions are obligated to disclose product risks beforehand, to assess financial consumers' risk tolerance, to periodically disclose products during their lifetime, and to manage financial consumers' eligibility. When the obligations of financial institutions have been fulfilled, if financial consumers do not purchase prudently for their own reasons, such as blindly and unrealistically select assessment options, pursuing the results of high-risk rating, ignoring the disclosed risk information and insisting to purchase the products, and they fail to fulfill their due duty of care to their own affairs, but to invest the products whose risk rating do not match their own risk tolerance, they should be responsible for financial losses. This case embodies the principle of good faith and the spirit of contract in modern financial transactions, which is conducive to financial institutions’ return to the healthy development, “be entrusted by someone to manage their property”, and prevent financial risks.

The Insurance Brokerage is Liable to Indemnify the Policyholder due to the Failure to Fulfill the Duty of Diligence

—Company C V. Insurance Company A & Insurance Brokerage Company B over the property insurance contract
Key Points

The insurance broker company shall perform the duty of diligence when acting for the policyholder to purchase insurance, including selecting the appropriate insurance product for the policyholder and informing the policyholder of the important clauses in the insurance contract, such as the liability exemption clause. If the policyholder cannot claim due to the failure of the insurance broker to perform the duty of diligence, the insurance broker shall assume the corresponding liability. 

Basic Facts
In order to carry out its business, Insurance Brokerage Company B signs an open insurance agreement with Insurance Company A (hereinafter referred to as the "Big Policy"), which stipulates that the policyholder is the principal of the insurance broker company B, insurance company A shall purchase cargo transportation insurance according to the application of the policyholder. Article VIII thereof stipulates that container trucks or fully locked van trucks shall be used for land transportation, otherwise the insurer shall not be liable for compensation.

On June 6, 2016, Company C signed the Contract for the Carriage of Goods by Road with Company D which transported a logging instrument and was responsible for insurance issues. Company D delegated  insurance brokerage company B to insure against all risks and pay the premium to insurance company A. Insurance company A issued Electronic Insurance Certificate For Transportation of Goods by Sea And Land (hereinafter referred to as "small certificate"), and stated that the certificate is a valid part of the relevant big policy. In case of any conflict between the two policies, the big policy shall prevail. Company C acknowledges receipt of small certificate and insurance clauses, but insurance broker company B did not provide the big policy to company C.

On June 7, 2016, when Liu, acase outsider, was driving a vehicle, the tarp rope broke when the vehicle turned and the goods fell off the vehicle and damaged it due to the uneven road surface and the steep slope. Company C brought a suit to order insurance company A to compensate CNY 398,000 for maintenance, and CNY 12,000 for evaluation fee. Insurance Brokerage Company B shall be jointly and severally liable for the indemnity obligations of Insurance Company A.

Holding
On October 26, 2017, Shanghai No.1 Intermediate People's Court entered a civil judgment (No. 9608[2017], 01, Civil, Final, Shanghai) that Insurance Brokerage Company B shall compensate Company C CNY384,684.50 for its losses; and other claims of Company C shall be dismissed.

Reasoning

The court holds that it is definitely expressed in the big policy that the container trucks or fully enclosed locked vans should be used for inland transportation, otherwise the insurer shall not be liable for the damages. The reason why Insurance Company A makes explicit requirement for the means of transport is that the choice of the means of transport would have a great impact on both the risk of inland transportation and the corresponding premiums. The container trucks are fastened at the bottom of the container, and the vans are usually consolidated at the bottom by welding, which both can to the full extent ensure that the cargo won’t fall down due to the bumps and jolts on the road. Instead, if the ordinary trucks are used for the transportation, the cargo will only be fixed by binding ropes. And in this way, the cargo tends to fall down due to the breakage of the ropes when the condition of the road is not very well, which shows that the safety is obviously lower than that of the container trucks and the vans. According to Liu, the driver of the delivery transport in this accident, there were slopes and pits on the road surface during the delivery, resulting that the ropes broke when the truck was cornering. Meanwhile, the baffles were not stablished in the middle of the truck and the baffle at the rear broke, making the cargo fall down and damaged. Obviously, if the container trucks or fully enclosed locked vans were used, the possibility of the cargo falling down would be greatly reduced.

As a professional insurance broker, Insurance Brokerage Company B is obliged to know the needs of the policy holders and choose appropriate risks for them. At the same time, the policy holders shall be informed of the related matters and information of the insurance contract, especially the exemption clauses. In this case, Insurance Brokerage Company B knew nothing about the means of transportation used by Company C, didn’t selected appropriate risk for Company C, and failed to provide Company C with the big policy and inform Company C of the requirement of the means of transport and the exemption clauses, with which Company C should have adapted the means of transport. I am of the opinion that Insurance Brokerage Company B had failed to fulfill its duty of deligence.

It is reasonable that Insurance Company A exempts from the circumstance where the company doesn’t use container trucks or fully enclosed and locked van trucks. Insurance Company A has made clear statement about the above-mentioned exemption clause to Insurance Brokerage Company B which is the agent for the policyholder, and thus Insurance Company A can be relieved from the liability. However, Insurance Brokerage Company B failed to fulfill the duty of diligence, resulting that Company C was not informed of the related exemption clause and had selected wrong method, losing the chance to claim for compensation, and Insurance Brokerage Company B didn’t select appropriate insurance product complying with the requirement for the transportation. The fault Insurance Brokerage Company B made has undeniable connections with the losses of Company C. According to the provisions of Article 128 of the Insurance Law of the People’s Republic of China, “An insurance broker shall be liable for damages or losses caused to the policyholder or the insured due to the fault of the insurance broker. In this case, Insurance Brokerage Company B shall be liable for the loss that Insurance Company A cannot provide coverage.

Significance

The prosperous and orderly insurance industry cannot be separated from the regularized development of insurance brokerage business. Because of the particularity of the freight transportation industry, insurance brokerage companies always plays an important part in the freight insurance business. As the agent of the policyholder, the duty of the insurance brokerage company is not confined to deal-making, but fulfill the duty of diligence, including practically understanding the insured's insurance needs and differences between different insurance products and selecting the right and appropriate insurance products for the policyholder, based on the advantages of professional knowledge and experience. At the same time, the agent shall also deliver the insurance clause to the policyholder in a timely manner, explaining the scope of liability of the insurance contract, the insurance conditions to be observed, the circumstances of exemption, etc., which have an important impact on the interests of the policyholder, further to eliminate the information imbalance between the insured and the insurer. The judgment of this case conforms to the insurance law's stipulation on insurance broker's diligence obligation, and clarifies the legal relationship among the policyholder, insurance broker and insurer. It is clear that the insurance broker shall bear the liability for the loss caused by the failure to fulfill the duty of diligence, which plays an active role in regulating the development of the insurance broker industry.

Insurance Companies Shall Specify the General Catch-all Exemption Clauses
—— Company A v. Insurance Company B over Property Insurance Contract
Key Point
The vehicle insurance contract against damage provides that driving the insured vehicle under circumstances not permitted by laws, rules or regulations of the traffic administrative departments shall fall within the exemption. If the insurer fails to clarify or specify this clause and the legal consequences of the breach hereof, the insurer shall not apply the catch-all exemption provision to exempt from coverage.
Basic Facts
On November 21st 2013 Company A insured its truck, whose license plate number is Shanghai D66386, including compulsory traffic accident liability insurance, insurance against damage, third party liability coverage, passenger liability coverage, etc. The Article Ⅴ of the Vehicle Insurance against Damage and the Article Ⅳ of Passenger Liability Insurance both provide ten exemptions, the first nine of which lists behaviors including the driver’s unlicensed driving, drunk driving, engaging in criminal activities, driving a vehicle when the traffic violation score has reached 12, etc..In both exemption clause, the tenth paragraph is that driving the insured vehicle under circumstances not permitted by laws, rules or regulations of the traffic administrative departments shall fall within the exemption.
During the period of insurance, driver Zhao I with the permission of Company A drove the said vehicle on the G60 Shanghai-Kunming expressway with Xu as passenger and had a rear collision with a truck owned and driven by Zhao Ⅱ, causing the damage of the insured vehicle as well as the injury of Zhao I and Xu. The traffic police department made the following finding: Zhao I assumes the main liability tothe accident for his fatigue driving on the expressway, which is the main cause of the accident, while Zhao Ⅱ bears the secondary liability. After the accident, 130,000 yuan has been paid to repair the vehicle herein and 10,910 yuan has been paid for sue and labor expense. Driver Zhao I and the passenger Xu have also spent related medical fees. 
Holding
People’s Court of Hongkou District of Shanghai rendered a civil judgment [Shanghai 0109 Civil, First Instance, No. 15286 (2016)] on May 10, 2017: the insurance company B paid Company A 130,000 yuan for coverage against the vehicle damage and 10,910 yuan for sue and labor expenses. After delivery the judgment, the parties did not file any appeals and this judgment is now in force.
Reasoning
The court held that although driving a vehicle in fatigue is not allowed under the Road Traffic Safety Law, it doesn’t mean the insurance company could free from any compensation or indemnity after the accident happens. It depends on the terms and conditions in the insurance policy and whether the insurance company has fulfilled of the obligation of specifying the exemption clauses. As an insurance contract is unilaterally formulated by the insurance company, the policyholder is in a weak position in respect of professional knowledge and professional ability. Therefore, in order to balance the interests between the insurer and the insured, the insurance law specifically provides that the insurer shall give a reasonable alert and a clear explanation of the exemption clauses. In this case, the exemption clauses are general clauses but not specific and clear regarding exemptions. According to the spirit of the Insurance Law and the relevant judicial interpretation, even if the driver has been drunk driving, unlicensed driving, and other activities which obviously and seriously violates laws and administrative regulations, the insurer must also clarify the exemptions and highlight them in special font prompts--only in this way will they have legal effect. In this case, the catch-all provisions are highly general and uncertain, so the insurer should further clarify and explain the specific meaning of “other circumstances” in the exemption provisions on the insurance slip, insurance policy or other insurance certificates where the contract is concluded. Also, the specific meaning of “other circumstances”shall be in different front to draw the attention. If the insurance company only otherwise mentions “other circumstances” with the general catch-all language, the unclear and unspecific general clause will make it difficult for the insured to predict the scope of compensation accurately and even reduce or exempt the insurance company’s liabilities. In this case, the defendant only highlighted the general exemption clause but failed to fulfill the obligation to explain and clarify the exemptions. In summary, it is insufficient for the defendant to cite the catch-all exemption provisions to refuse the claims from the insured.
Significance
The general catch-all exemption clauses often become the “safe haven” for insurers. The judgement in this case clarifies that the insurer should make specific explanations to the general catch-all exemption clauses and give instructions to the specific contents involved, which balances the interests between the insurer and the insured. This can also effectively help avoid the “laziness” of the insurer. Without specifying the exemption clause, the insurer could be exempted from liability easily. After this judgment, a judicial signal has been released to the insurance industry, which is beneficial to regulate the insurance business and protect the legitimate right and interests of the insured.
The First Time Domestic Public Interest Securities Investor Protection Organization Allowed to be the Agent ad litem 

—— Liu et al. v. Company A, Xian and Yun over Securities Misrepresentation Liability Dispute
Key Points

If a public interest securities investors organization accepts the entrusts of small and medium investors as agent ad litem s or hires lawyers for them to file lawsuits, it shall be allowed if it complies with the relevant provisions of Article 15 of the Civil Procedure Law on supporting the lawsuit. If the information disclosure obligors of securities market violates the law and commits a misrepresentation of securities and causes losses to the investor, they shall bear the corresponding civil compensation liability.

Basic Facts

Liu and other thirteen people were investors of company A. In March 2016, CSRC，Shanghai（China Securities Regulatory Commission，Shanghai）issued the decision on administrative penalty, identifying the fact that company A has violated laws and regulations, including not timely disclosure of a number of external major guarantees and major lawsuits. And the failure to disclose external major guarantees in its annual report in 2013 violated Article 63 and Article 67 of the Securities Law and constituted a misrepresentation as provided in Article 193 of the Securities Law. The plaintiffs claimed that there was a causal relationship between the misrepresentation of company A and their investment losses. Therefore, the plaintiffs under the support of the ISC (China Securities Investor Service Center), sued company A and Xian, its actual controller, and Yun, the company director and chief financial officer at that time as co-defendants.

Holding

Shanghai No.1 Intermediate People’s Court made the judgment [Shanghai 01 M.C. No.166 (2016) civil, first instance] on May 18, 2017. The defendants shall compensate the plaintiffs for the loss of investment, commission, stamp duty and interests, totaling ¥2,338,894.33. Defendants, company A and Yun are jointly and severally liable for the aforesaid damages. After the sentence, the parties did not appeal, thus the judgment has come into force.

Reasoning

The court held that, in accordance with Article 15 of the Civil Procedure Law of the People's Republic of China, If the civil law rights and interests of the state, a collective, or an individual have been infringed, a state organ, public organization, enterprise, or institution may support the injured unit or individual to bring legal actions before a people’s court. As a public interest securities investors protection organization recognized by CSRC，ISC has no direct interest in the case，thus it is in compliance with the above legal provisions to act as the agent ad litem or hire a lawyer to support the plaintiffs’action. CSRC，Shanghai has already made the decision for administrative penalty, ascertained that Company A had committed misrepresentation, and has been imposed on the administrative penalty. Therefore it can be inferred that Company A exhibited the fault of misrepresentation. The court, after review, found that the plaintiffs’claim for loss of investment, commission and stamp duty，etc. was consistent with the relevant provisions of judicial interpretation and granted. As for the subject of compensation liability, the defendant Xian who was the chairman and legal representative of Company A，shall be fully aware that the company's major guarantees shall be disclosed to the public in accordance with the relevant provisions of the Securities Law, but he has not performed his management responsibilities. Thus he is the person directly liable for the misrepresentation, and shall bear the primary compensation liability for the plaintiffs’loss. As the listed company that has been punished, Company A shall assume joint and several liability. In addition, Yun, as the director and chief financial officer of defendant Company A, is another person directly liable for the misrepresentation identified in the “decision for administrative penalty” and shall bear the corresponding joint and several liability.

Significance 

This case is valuable in the sense that it is the first time for the public interest securities investors’ protection organization to participate in the litigation as Agent ad litem. . The Article 15 of the Civil Procedure Law provides：If the civil law rights and interests of the state, a collective, or an individual have been infringed, a state organ, public organization, enterprise, or institution may support the injured unit or individual to bring legal actions before a people’s court. As a public interest organization of securities and finance, ISC is qualified to file a lawsuit in this case in accordance with legal provisions, to sue and participate in the trial, and to help small and medium investors protect their rights. This case has established the precedent for public interest securities investors’ protection organization to support litigation as Agent ad litem. It is a major innovation for protection of financial consumers' rights and interests and public interest civil litigation, which is of great significance to effectively protect the rights and interests of small and medium investors.

Investors have the right to claim compensation for investment loss in margin accounts

—— Li v. Company A over securities misrepresentation liabilities
Key Points
In securities tort liability disputes, the securities of the investors’ margin account held nominally by the securities companies, but investors as the actual holder of the securities, are the active managers and profit and loss bearer of the margin accounts. The investors have the substantive property rights in the assets in margin accounts, and are entitled to claim compensation against the listed companies directly in securities torts cases under the Securities Law.

Basic facts
Li had bought a total of 55,500 shares of Company A from March 12th, 2010 to November 20th, 2013, and sold it all on January 27th, 2014. On January 21st, 2013, Company A issued a statement that it had received “the notice of investigation” from the China Securities Regulatory Commission on January 20th. According to the notice, Company A was suspected of failure in disclosing information in accordance with the relevant provisions and the CSRC decided to initiate an audit on Company A. On June 13th, 2015, Company A issued another statement saying it had received an “Decision to impose administrative penalty” issued by the Shanghai regulatory authority of China Securities Regulatory Commission. In that penalty, the authority decided to impose administrative penalty on Company A for not disclosing the associations and transactions with Company B from March 2009 to December 2009. Li then sued Company A for the losses caused by misrepresentation mentioned above. Company A argued that the transactions of Li were completed by credit securities account (namely the margin account), the securities in the customers’ credit securities accounts are trust properties. And thus, Company A alleged that Li had no right to claim the investment losses in his credit account, instead, the relative rights shall be exercised by the securities company.
Holding
Shanghai No. 2 Intermediate People's Court made the first-instance judgment on March 30,2017. Company A shall compensate Li 696,323.63 yuan within ten days from the date of effectiveness of this judgment. Other claims were dismissed. Dissatisfying Companyy A appealed but then withdrew. Shanghai High People's Court made the second-instance ruling [Shanghai, Civil, Final, No.196(2017)] on August 23, 2017 that Company A’ s motion to withdraw appeal granted.

	

	


Reasoning
The court held that from the perspective of transaction mode, margin trading accounts are independent accounts operated by investors. In accordance with relevant regulations, the instructions of securities trading and transfer in the credit account are issued by the investors themselves. Major stock brokers in the US offer margin trading and short selling functions to their clients - actually, they have no right to operate the account. From the perspective of transaction results, the profit and loss of margin trading accounts are borne by investors themselves. The securities company is the lender of funds or securities. The assets in the margin trading accounts provide guarantees the creditor's rights of the securities company to investors, but the securities company doesn’t bear any profit or loss of the account. From the perspective of rights and obligations of each party, the securities company is the nominal holder of the securities recorded in the margin trading account, while the investor is the actual holder of the securities. Securities companies only have the right to hold the securities in the credit account on a passive basis, it cannot otherwise conduct active management. The actual right to manage and dispose lies with the investors. 

From the above analysis of the essential features of margin trading accounts, we find that investors have direct legal stakes in asset loss in the account, they shall have the right to claim investment losses. In accordance with the Securities Law and relevant provisions of judicial interpretation, the subject of civil lawsuit over compensation is the investor in the securities market, and the investor refers to the natural person, legal person or other organization engaged in securities subscription and transaction in the securities market. In this case, Li, the plaintiff, signed the subscription agreement with Company A. Although the shares are nominally held by the securities company, Li (and others are) is the actual investor(s) and have the right to claim compensation for the investment losses in their margin accounts.

Significance
In recent years, with the increasing number of securities misrepresentation cases, many controversial issues occur in judicial practice over the liablities. The dispute centers on whether investors can directly claim compensation for investment losses in their credit accounts for short selling and margin trading. The judgment of this case made it clear that the investor, as the actual holder of shares, enjoys substantive property rights to the assets in the credit account. The Rules for Securities Companies’ Short Selling and Margin Trading (China) defines the assets in the credit account as "trust property", aiming at providing guarantee for the creditor's rights of securities companies, which is not the same as a trust in Trust Law. In the securities market, the profit and loss rules and exercise modes have no essential differences between short selling and margin trading accounts and ordinary accounts in investment, except that a layer of legal relationship of loan with the securities company is embedded in short selling and margin trading. The investor is the active manager of the credit account and the bearer of the profits and losses. He has a direct legal interest in the loss of investment in the credit account, and is entitled to claim compensation in securities tort disputes against the listed company according to the Securities Law. The judgment of this case is guiding and insightful, and it is of significance for maintaining the openness, fairness and justice of the securities market and protecting the interests of small-medium sized investors. Meanwhile, it has contributed to accumulating judicial experience for handling new types of issues in securities tort disputes.
Reasonably Defining the Limits of Protection for Financial Consumers
· Zhang v. Securities Company A over Securities Subscription
Key Points

After purchasing new shares in a credit securities account, investors have a duty to pay the subscription, otherwise they shall be regarded as waiver of subscription. The agreement on repayment of credit account liabilities from the proceeds of practice “repayment by selling securities” subjects to the party's autonomy of will. It does not violate the compulsory legal provisions, and all parties shall abide by it.

Basic Facts

Zhang signed a Margin Trading Contract with a securities company and opened a margin trading account. The securities company provided securities brokerage, margin trading and other securities services. At about 14:00 p.m. on February 23, 2017, Zhang received a text message informing him that he had won the qualification to buy new shares in his account and should pay a subscription of 18,850 yuan for the new shares. Later, Zhang sold other stocks in the account for 19,110 yuan and 3,181 yuan respectively. All the orders were “repayment by selling securities” in credit account. Zhang intended to use the above amount of securities sales to pay a subscription, but the securities company informed him that the payment cannot be directly used to purchase new shares, but instead repay the debt of the margin trading account first. After negotiation, the securities company extended the time of paying the subscription to 16:30 that day. In the end, Zhang failed to subscribe for new shares because of insufficient balance and uncompleted transfer. Zhang then filed a lawsuit to request the securities company to compensate him for his investment losses of 48,630 yuan.
Holding
People's Court of Pudong New Area of Shanghai made civil judgment [Shanghai 0115, Civil, First Instance, No. 33817(2017)] that dismissed Zhang's claim on September 18, 2017. Zhang refused to accept the first-instance judgment and appealed to the court. Shanghai NO.1 Intermediate People's Court made the final judgment [Shanghai 01, Civil, Final, No.13735(2017)] that rejected Zhang's appeal and affirmed the original ruling on January 2, 2018.
Reasoning
The court held that the focus of dispute in this case was whether the amount that Zhang gained from "repayment by selling securities" shall be used to repay debts first or be used to purchase new shares instead. First, the securities company's operation according to Zhang's order of "repayment by selling securities" didn't breach the contract. Margin Trading Contract and related regulations didn't stipulate that securities companies shall give priority to investors' gains from "repayment by selling securities" for subscribing for new shares. Secondly, Zhang only provided screenshot records of online communication with related workers of ONE securities company, so it is not sufficient to prove that gains from "repayment by selling securities" for subscribing for new shares was industry practice. Thirdly, during the negotiation between Zhang and the securities company, the securities company explicitly informed Zhang of the related trading rules and consequences. Having knowledge of the trading rules, Zhang failed to pay the subscription money which caused the related losses due to his own fault. The acts of the securities company did not violate the contractual and legal provisions, and there was no fault. Zhang shall bear the corresponding legal consequences. In summary, the court dismissed Zhang's claim.
Significance
With the increase of trading methods and trading types in the securities market innovation process, credit accounts can be used to purchase new shares, and securities companies as brokerage service providers have opened the service content for investors. After an investor signs a new share, he or she shall have obligation to pay, otherwise it shall be deemed to have renounced the subscription. The Margin Trading Contract clearly stipulates that income from "Repayment by Selling Securities" should be used preferentially to repay the credit account liabilities. The agreement subjects to the autonomy of the parties and does not violate the regulatory requirements, therefore it is legal and valid. For the claim that the proceeds from the selling securities should be used preferentially for the purchase of new shares, where there is lack of new agreement or the specific regulatory rules, the parties shall abide by the original contract. The judgment of this case reasonably determined the limits of protection for financial consumer, maintained the market trading rules, and provided financial judicial support for optimizing the business environment.
The Judicial Discretion on the Holder of Perpetual Capital Securities Claiming Termination of the Contract

——Company A v. Company B over Bond Trading

Key Points
Perpetual Capital Securities is defined as a negotiable security, with no due date, which the creditor is unable to demand repayment from the issuer, but has access to interest on schedule. If the issuer of the Perpetual Capital Securities fails to perform the relevant duty of disclosure, which may affect the possibility of the holder to benefit from selling the bond, the issuer shall be deemed to have committed a fundamental breach of the contract and the holder shall have the right to terminate the contract.

Basic Facts

On November 11, 2015, Company B (the issuer) issued the Offering Circular to issue the medium-term note (also known as Perpetual Capital Securities) “15 China City Construction Holding Group Company MTN0022015” in the national inter-bank bond market. This bond has no fixed due date and expires at the time of redemption. The redemption option is owned by the issuer while the investor has no right to take the initiative to sell the bonds to the issuer. The fixed interest rate is 5.35%; the value date is November 23, 2015 and the payment date is November 23, 2016. The issuer is entitled to defer the payment of interest. Party A (i.e. holders), who held a total of 50 million yuan notes, requires to revoke the Contract and claims for principal and the loss of interest as Company B concealed part of the information during the fundraising period, and has repeatedly defaulted in the performance process, leading to a credit downgrade, and failed to disclose relevant information in a timely manner, and, as was indicated by its conduct, it refused to perform the fundamental obligation to pay principal and interest within a specified time period.
Holding

People's Court of Huangpu District of Shanghai made the civil judgment [Shanghai 0101, Civil, First Instance, No. 13670(2017)] on February 6, 2018 that the Offering Circular concerned shall be lifted; Company B shall make a payment of principal on notes and the corresponding loss of interest. Company B appealed the decision to a higher court. Shanghai Second Intermediate People's Court made a final judgment [Shanghai 02, Civil, Final Judgement, No. 3136(2018)] on June 28, 2018: dismiss the appeal and ratify the original judgment.

Reasoning       

The court holds that the Offering Circular is a valid contract between party A and party B, and both parties shall fully perform their respective rights and obligations pursuant to the terms of the contract.

Company B made false statements on the company's ownership structure at the time of fundraising. During the existence of the relevant instruments, it did not disclosure the major matters such as the use of the negotiation of instruments, the change of corporate stock option and the controlling shareholder, nor did it disclose the annual and quarterly reports at regular intervals by appointment. These move constitutes the event of default under the prospectus. It is one of the important purposes of bondholders to realize their own economic interests through the circulation of bonds, and it is also the important value of the bond market. Disclosure of changes in the use of raised funds, changes in the controlling shareholder of the issuer, transfer of assets, and regular financial statements are among the minimum requirements for information disclosure of major events. Company B has not disclosed information on a number of occasions, directly affecting investors' judgments on corporate credit risk, investment value, and investor's investment confidence, resulting in lack of market liquidity of the bonds involved. Accordingly, the purpose of Party A's intention to recover the principal through the sale of the notes has been difficult to achieve. Therefore, the failure of Company B to disclose the company's major events has constituted a fundamental breach of contract.
In addition, the credit rating of the main body of the company B and the bonds involved were downgraded from the AA+ level at the time of the issuance of bonds to the C level, indicating that the company was unable to repay the debt. Company B failed to fulfill the payment obligations of other bonds in accordance with the contract, and from December 2016 to January 2017, transferred the entire equity of the four companies it held. The above facts fully demonstrate that the solvency of Company B has decreased significantly after the contract was signed.
Under this circumstance, Party A requested Company B to provide performance guarantee or early redemption of the disputed bond through letter, bondholder meeting, etc. Company B refused to perform. According to this, Company A requested to terminate the contractual relationship between the two parties. 
Significance
Perpetual Capital Securities is a bond product of domestic non-financial business which has developed rapidly in recent years. Compared with ordinary bonds, its most distinctive feature is that there is no fixed maturity date, the issuer can defer payment of interest and it has the right of redemption, which leads PCS (Perpetual Capital Securities) holders to be relatively passive during remedy, for the issuer in raising and bond duration did not fulfill its obligation to disclose whether it can affect investors rational judgment and subsequent investment decision-making. Besides, holder cannot make restriction by citing legal grounds, nor can he (or she) prove that there is a fundamental breach of contract by the issuer, almost decided by the issuer whether PCS is due and the interest payment is completed, when dealing with issuer’s deferred interest payment and the act of not redeeming. Therefore, this judgment reflects the court's deep understanding of the structure of new types of financial products, thorough understanding of legal provisions and appropriate use of legal skills. The court respects the mutual agreement and comprehensively analyze the issuers' delay in fulfilling the disclosure obligation, major asset changes and related rating downgrades, proceeding from the provisions of article 94 of the contract law concerning fundamental breach of contract. What’s more, the court affirm that the act of the issuer shall constitute a fundamental breach of contract, and support the claim of the holder for the termination of the contract, payment of bills and payment of corresponding interest, combining with the investment purpose and profit method of the holders of PCS. The judgment of this case is of great significance for maintaining the stability of bond market and protecting investors' rights and interests.
The Discretionary Principle Concerning Compensation Liability Arising from Errors of Structured Fund Online Trading System

--- Party A v. Company B and Company B’s business department over the transaction of securities investment funds
Key Points
In a structured fund transaction, the securities company shall be liable for the failure of trading software used by its designated customer. When determining the amount of loss, the starting point of loss calculation shall be reasonably inferred according to the overall trend of the fund and the trading process of the client; when allocating the liability, the securities company shall take a reasonably distributed proportion of liability based on the causal relation between market risk, operational risk and fault reporting.

Basic Facts

Party A opened an account in the business department of Company B and used Qianlong system which was developed by Company B to conduct transactions. On July 13, 2015, Party A purchased 150107 E Fund of SME Board Grade B whose manager is E Fund Management Co., Ltd. through Qianlong system. After the closing of the fund transaction on August 25, 2015, party A was prompted by a notification about the Fund’s descending conversion and then found that there were significant errors in the net value data of the fund on the online trading system. Since party A bought E Fund of SME Board Grade B, its performance remained stable. However, it was later learned that in the 35 trading days of holding the fund in question, there were 10 days in which the net value of the fund was showed in error. In particular, four of the six key trading days (August 19, August 24, August 25 and August 26 respectively) before the descending conversion were mistakenly showed. On August 26, this fund was descending converted, and on August 28, its transaction resumed. On August 31, party A sold all the funds. Party A believed that the displayed error about the net value of the fund misled the client and caused significant losses. Therefore, party A claimed that Company B and its business department should compensate for a total amount of 148,502 RMB.

Holding
On December 19, 2016, People’s Court of Changning District made the civil judgment [Shanghai, 0101 Civil, First instance, No.11015 (2016)] that Company B and its business department shall indemnify A for the economic loss of RMB 30,000; dismiss party A’s other motions. Party A appealed. On May 19, 2017, Shanghai No.2 Intermediate People’s Court made the final judgment [Shanghai, 02 Civil, Final, No. 1089(2017)] that dismissed the appeal and affirmed the original judgment.

Reasoning

The court held that after comprehensively considering the factors such as the information obtained, the ability to control risks of both parties and the profitability of the online trading system, and balancing the interests between the securities company and the investor, the securities company shall bear more responsibility for the risk of system failure. Firstly, the securities company has the obligation to provide investors with the correct information for reference in the decision-making process. The misreporting of the funds at issue was not a result of any inevitable objective cause, which exceeded the reasonable period of data transmission delay. Therefore, Company B and its business department shall be liable for the breach of contract. Secondly, about the loss caused by the displaying error about the net value of the fund. Both parties have no objection to the final date for calculation and the calculation method, while the controversy lies in the starting date for calculation. Party A alleged such date should be the misreporting date August 19, but failed to explain to the court its specific measures to stop profits. The court infers from A’s actual trading behavior on the two days after August 19 when the net value was correctly shown, that it is extremely unlikely that party A choose to leave the market. Therefore, the court did not regard such date as the starting date and decided that the next misreporting date was the starting date. The transaction price of the final date was calculated at the median price of RMB 1.112 between the highest price and the lowest, and the loss is RMB 94,542.89. Thirdly, it is about causal relation. The court held that the net value of the structured fund is not the only factor to determine its risk; Based on A’s statement presented in court and trading practice, even if Qianlong software showed the correct net value before the descending conversion day, it was not enough for party A to make a decision to sell all the funds at the price of decline limit; the loss of party A was closely related to the wider economic risk at that time; even if party A commissioned transactions immediately after the opening of trading on August 24, there is still some uncertainty about whether the actual transaction can be made in the market where the price drops sharply; Qianlong software is not the only channel for party A to get the net value of the fund. To summarize, the court believed that although the display of the net value of funds by Qianlong software was delayed, it was not the only factor affecting the trading decision of party A. Therefore, company B and its business department shall compensate A for an economic loss of 30,000 RMB.

Significance
With its features of low cost, high efficiency, comprehensive information and high degree of freedom, online securities trading has been increasingly favored by investors and become the mainstream of securities trading mode. Since online securities trading highly depends on network technology, there is a risk of affecting normal transactions due to network system failures. The judgment establishes the principle that the securities company needs to assume more liabilities for the risk of system failures. In this case, there was a serious delay in showing the net value of the structured fund on the trading software designated by the securities company for the clients to use, which requires the securities company to bear more responsibility. In terms of determining the scope of liability and causality, it is necessary to make a comprehensive analysis of the factors such as the transaction characteristics of the structured fund, the overall trend of the market, the specific operational behavior of the investor, so as to clarify the loss caused by the market risk, operational risk and misreporting of net value, and reasonably identify the losses resulted from errors about the net value. The descending loss of the structured fund involved in this case occurred during the 2015 stock market crash. The structured fund itself was a trading variety with high risks and strong professionalism. The judgment embodies the judicial system’s respect to and regulation on the market, reasonably balances the product innovation and the protection of investors’ interests, and thus maintains normal financial order.

Futures Trading in Disguised Form in Violation of Legal Prohibitive Provisions Shall be Determined to be Invalid
-- Party A v. Precious Metal Company B & Trading Market Cover entrusted wealth management contract
Key Points

If the parties only have qualification for spot trading, but the trading has the  characteristics as follows: standardized contract, margin trading mode, clear rights and obligations by reverse operation or hedging and closing, concentrated trading, etc. in addition, it intends to gain differentiated profits by hedging and closing positions in the fluctuation of price instead of settling physically, then the trading behavior shall be regarded as futures trading in disguised form, which is invalid in violation of legal prohibitive provisions.

Basic Facts

The business scope of Company B is metal materials. The commodity trading category in the Trading market C is the spot trading of precious metals. Company B and Trading Market C have reached an agreement in which Market C shall provide membership seats and tradings, settlement, delivery facilities and services for Company B while Company B pays a comprehensive membership fee to Market C. Company B retains a performance bond in accordance with the provisions of the Trading market C. Party A is a client of Company B. The Client Agreement states that as a member of the Trading market C, Company B trades with all the varieties listed in the Trading market C, and the trading varieties are carried out in the form of margin; Party A must pay the handling fee, the extension fee and so on. Company B calculates the position risk of an investor by "investor account risk rate". The calculation method of risk rate is as follows: investor account risk rate = rights and interests of an investor/ trading margin of positions occupied. When the risk rate of the investor account is less than 100%, the trading margin is insufficient, and the additional trading margin is needed. Otherwise, the investor can only reduce the number of positions, until the account risk rate is equal to or greater than 100%. When the risk ratio of the investor account is less than 50%, the trading center will force the remaining positions of the investor to be closed. Risk Indication Letter attached to the Client Agreement also states that: 1. Investors need to understand that the precious metals trading business in the trading center has the characteristics of low margin and high leverage ratio. Investors must be able to meet margin calls at any time, or they will be forced to close their positions. 2. Prices for precious metals in trading centers are based on spot market, which may be slightly different from those offered by other sources. The trading rules of the Trading market C are as follows: members can choose the intermediate guiding price of the trading market or price themselves according to the actual situation as the listed trading price. The intermediate guiding price mentioned refers to the real-time market price of London Metal Exchange (LME), synthesizing People’s Bank of China RMB exchange rate against the US dollar as the intermediate guiding price. Spot listing tradings are carried out in the form of prepaying trading margin.

In the metal trading system provided in the Trading market C, Party A carried out high-frequency trading on commodities such as "Silver Wholesale 100kg" and "Silver Wholesale 50kg", with a total loss of more than 1.3 million yuan. Therefore, Party A files a lawsuit to require that Party B shall return the losses and that Party C shall be jointly liable for the above losses.

Holding
People’s Court of Hongkou District of Shanghai rendered a civil judgment[Hongkou, Civil, First Instance, No.4948(2015)] on January 9, 2017 that(1) both the company B and the transaction Market C shall return the commission and the demurrage charge; (2) Company B take a 70% of the trade loss from Party A. The Trading market C should bear joint and several liability. Hereby, after the first instance ruling, B and C appealed.. Accordingly, Shanghai No.2 Intermediate People’s Court made the final judgment [Shanghai, 02, Civil, Final, No.2824 (2017)]on May 26,2017thatdismissed the appeal and affirmed the first instance judgment..

Reasoning

The court held that with the transactions involved, according to the Regulation for the Administration of Futures Trading and the Provisions of the Securities and Exchange Supervision Office on the Standards and Procedures as Judging Illegal Futures Trading issued in 2013: the form and content are the main factors of the cognizance of the futures trading. As far as formal requirements are concerned: First, whether the transaction is carried out in the form of standardized contracts; Second, whether to choose the margin trading mode, which is commonly referred to as "leverage"; Third, whether it is possible to settle their rights and obligations by hedging and closing their positions by reverse operation; And fourth, whether they can settle their rights and obligations by centralizing their positions. Trading is carried out by means of trading. As far as the purpose are concerned, the purpose of the transaction is to settle the goods and transfer the ownership, or only to obtain the difference benefit by hedging the unwinding position in the fluctuation of the price.

In this case, analyzing from the formal requirements: First, Party A mainly chose weather to sell or buy when have the receipt but cannot choose other parameters of commodities and thus shall be determined that the subject matter of the transaction has homogeneity. From this point of view, the contract is standardized. Second, the Client Agreement and the Trading Rules indicate that the deal adopts margin trading mode. Third, the silver trading uses hedging to close its position to settle its rights and obligations. Fourth, as the trading mode, company B continues to offer quotations to a large number of investors and deal with the market with their own price to provide immediacy and liquidity which matched the characteristics of make-marketing system and centralized trading. From the point of purpose, the silver transaction involved has never been delivered in kind, and in the absence of silver spot, the first transaction in the Trading market C has been completed. As a trading platform, Trading market C allowed investors to operate like this. It was concluded that the deal was not intended for the purpose of physical delivery of silver. In summary, the court held that the silver transaction involved in the case met the characteristics of futures trading in terms of both formal requirements and objective elements. It shall be deemed illegal to perform futures trading. According to the provisions of Articles 4 and 6 of the Regulations on the Administration of Futures Trading, the silver transaction involved in the case violates the mandatory provisions of the law and administrative rules and regulations, and thus, shall be null and void.

Regarding Party A’s assumption of losses, the property acquired as a result of a contract shall be returned after the contract is confirmed to be null and void. If there is still a loss, all parties assume the losses according to the degree of fault. Company B and Trading Market C’s commission charges and deferred charges acquired from the invalid silver trade shall be returned. However, as a person with full capacity for civil conduct, Party A should have some cognition of the risks of the financial market. He readily trusted the investment telephone without verifying its authenticity and sent the important information such as photos of the ID card and bank cards, etc. to others. All these facts are enough to show its imprudence in this silver trade. Therefore, the court determined that Company B shall assume the primary liability of 70% and Party A shall assume the secondary liability of 30%. Trading Market C, as the trading platform, shall protect and manage the system settings and service of the related settlement of transactions and delivery, to ensure that the investors’ transactions carried out on the trading platform are lawful and valid. Therefore, for the trading losses, Trading Market C shall be jointly liable within Company B’s 70% of the liability. 

Significance

In the current financial market, the practice of over-the-counter illegal futures often occurs, which has destroyed the sound development of securities and futures market. The judgment decomposed and compared transaction modes involved in the case, determined that the transaction had the form elements and purpose elements of futures trading, and thus clarified the judging logic of such cases in the way of refining and summarizing the characteristics of commodities trading. In this case, the judicial authority directly rendered the judgment of invalidation of the transactions involved in the case, which made up for the huge losses of investors, better protected the interests of investors, and had a positive significance in standardizing the order of securities and futures trading. It provides a solid judicial guarantee for the healthy operation of capital market and prevention of financial market risk. 
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