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Abstract: Lawsuits initiated by investors without reliable factual basis or in violation of litigation
integrity are referred to as securities frivolous suits. From the perspective of social costs, the costs
of such lawsuits for investors far outweigh the benefits, resulting in negative externalities that
should be restricted. The four types of securities frivolous suits with Chinese characteristics are:
“testing the waters” type lawsuits, “groundless” type lawsuits, “misattribution” type lawsuits,
and “all-encompassing” type lawsuits. The main solution is to strengthen courts’ reviews of these
four types of lawsuits by the way of improving the trial mechanism and its acceptance and
review. First, unify judicial practices across regions and establish a model judgment mechanism as
the standard for securities litigation nationwide. Second, enhance the review of investor evidence
by courts at the filing stage, set different evidentiary requirements based on the type and
subjective state of the defendant, and filter out cases with little chance of success early so as to
save costs for both defendants and courts. Third, if investors still refuse to provide the required
evidence despite court guidance and insist on filing a lawsuit, and if they lose, the court shall
order the investor to bear the opposing party’s litigation costs.

Key Words: securities dispute, negative externalities, frivolous suits, balance of interests
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