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Theory interpretation and rule design of
advance compensation in securities market

ZHAO Yin
(School of Civil and Commercial Law, Southwest University of Political Science and Law, Chongqing 401120, China)

Abstract: Advance compensation in securities market, originating from economic practices, is the dispute resolution
mechanism explored by market subjects in the balance of interests, which helps to recover the shortcoming of judicial
and administrative remedy. As an alternative institutional arrangement, the advance compensation is essentially a
reconciliation out of litigation based on voluntary consultation between the payer and the investor. Judging from the
three existing instances, the rules of advance compensation have been formed and improved through the recognition
renewal of the market subjects, and there are some worthy practices and also questionable issues needing to be further
discussed over. In the context of the separate establishment of investor protection in the revised draft of Securities Laws,
the institutionalization of advance compensation depends on the guidance of three principles, including those open and
impartial, timely and efficient, reasonable and appropriate, and needs specific-rule design in the matter of subject, object,
fund and procedure.

Key Words: advance compensation; securities market; investors’ rights and interests protection
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