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[ Abstract] The current law and regulations prohibit employees engaged in securities busi-
ness from purchase and sale of shares, because legislators believe that by taking advantage of in-
formation collected, their engagement in trading is detrimental to other investors. However, theo-
retically, law ought to focus on illegal acts instead of making distinction on the basis of “status”.
In practice, such stipulation, though having validity, yet has no actual effect, since it not only
contravenes the legal norm of higher hierarchy within the present system of legal norms, but also
lags behind the objective situation of social and economic development. At present, the assessment
of the effect of enforcement of Securities Law of the PRC is being conducted by China Securities
Regulatory Commission and during this process, it is necessary to reexamine the justification and
rationality of law and regulations that prohibit employees engaged in securities business from pur-
chase and sale of shares. In China, efforts should be made to gradually perfect the mechanism of
regulation of insider dealing in terms of participation in securities trading by employees engaged in
securities business, establish mechanism of control over trading involving conflicting interest, set up
individual trading report and information disclosure system, and improve systems of administrative,
civil and eriminal investigations of liabilities and of regulations. Under this premise, employees en-

gaged in securities business may no longer be prohibited from purchase and sale of shares by law.
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