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Procedural risk and strategy against forum shopping 
in security class action

Kim, Yong-Jin*
31)

Many of the companies, which this land as Security-issuers for capital-gathering 
use are exposed to risks, in american security class action to be involved. Even 
domestic investors have increasingly initiated securities fraud class action against 
domestic companies in US courts over the past years. With the characteristics of 
security class action the concerned companies often go into the financial risks 
and the negative effect on their reputation.

This Article analyses the procedural risks of domestic companies in the security 
class action before US Courts. And Some suggestions for the litigation strategy 
for domestic Issuers of securities are offered. Their key point is like this: Could 
Morrison survive the extraterritoriality of american security regulations and the 
Dodd-Frank Act? Over three-quarters of a century the extraterritorial reach of § 
10(b) of the Securities Exchange Act of 1934 has been prevailed in the practice 
of the security class action litigation before US courts. Now the Supreme Court 
attempted to remedy this acute problem last year when it decided to the landmark 
case of Morrison v National Australia Bank, Ltd.. In that case, the Court addressed 
the extraterritorial reach of § 10(b) for the first time and issued a bright-line 
transactional test that limites the application of § 10(b) to purchases or sales made 
in the US or involving securities listed on a domestic exchange. The result is 
that non-US investors will be precluded from bringing suit in US courts. This 
would be a good argument for our domestic companies before US courts. 

Another suggestion has relation with § 4 of Korean Security Class Action ActAc
tActAcgives exclusive jurisdiction to Korean Courts. The author has not only 
pursued litigation strategies for domestic isdicti, but also indicated the 
jurisdictional problems, that could be resulted from that domestic privilege. 

 * Professor of Law, Chungnam National University Law School.


