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Abstract: In the 164 cases about the listed companies from Shanghai Stock Exchange and Shenzhen Stock
Exchange reported publicly in 2007 to 2012  there are only 3 cases that involved into both short—term trading and
insider trading. However from this point it does not support the conclusion that the provision on short—term
trading returns is useless. As an old saying says it is easy to tell something that actually exists but hard to deny
something that has never happened. As a matter of fact the disgorgement system of short swing trading profits is
to warn the relative parties in advance to keep them away from the “small evils” so as to develop the habit of
compliance disciplined and avoid material mistake. And to evaluate the effectiveness of such legal system a lon—
ger period of time is required which could avoid the inconstant in policy and overcome the lag of law enforce—
ment. To the evaluation criteria it should be adhere to the attitude of seeking truth from facts starting from Chi-

na’ s practice rather than just following in the footsteps of some other countries.

Key Words: Disgorgement of Short—swing Profits; Insider Trading; Function Analysis
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