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Abstracts

Foundations of Government Liability Regarding Market Manipulation
in Stock and Securities Markets under Iranian and AmericanLaw

Fatemeh Moghaddas Niak', Mehdi Fallah Kharyeki?, Mohsen Vaseghi®
Abstract

Market manipulation in the stock market and securities can cause financial harm to individuals who
lack the ability to intervene in the market. The aim of this article is to understand and identify the foun-
dations of the state’s civil liability in relation to market manipulation in the stock market and securities
in the legal systems of Iran and the United States. Therefore, the main question of this article is: under
what conditions might the state be held civilly liable for market manipulation in the stock market and
securities in the legal systems of Iran and the United States, and what legal foundations support this li-
ability? The findings indicate that the existing foundations include recognizing fault and establishing a
causal relationship, strict liability, and the concept of state intervention, which can be considered in both
legal systems. In Iran, sources of understanding civil liability are found in the Constitution, the Islamic
Penal Code, and the Civil Liability Act, with the state’s liability being addressed. Article 11 of the Civil
Liability Actis the most relevant in terms of compensating for the state’s interference in the stock market
and securities. However, the legal gap in the area of the stock market and the lack of a clear framework for
identifying market manipulation and state intervention in this market is one of the legal challenges in Iran,
where the issue of compensating for damages resulting from the state’s intervention faces a deadlock. In
contrast, in the U.S. legal system, Section 9 of the Securities Exchange Act of 1934 prohibits the state
from manipulating the market. On the other hand, in both the Iranian and U.S. legal systems, if govern-
ment interventions in the stock market and securities lead to conditions that can be interpreted as market
manipulation, the basis for the state’s civil liability may be grounded in fault, violation of supervisory
duties, and in some cases, strict liability (such as the theory of risk or intervention). In Iran, the scattered
regulations and the absence of specific laws in the area of the capital market make it difficult to estab-
lish this liability, whereas in the U.S., there is more precise legislation and clearer regulatory and judicial

precedents. The research method in this article is analytical-comparative.

Keywords: Interference, Government, Stock Market, Securities, Iranian Law, American Law.

1. Ph.D. Candidate in Private Law, Ayatollah Amoli Branch, Islamic Azad University, Amol, Iran. Fateme.moghadas@;au.ir

2. Assistant Professor of Private Law, Ayatollah Amoli Branch, Islamic Azad University, Amol, Iran.(Corresponding

Author) Email: mehdifallahkharyeki@iau.ac.ir

3. Assistant Professor, Department of Law, Payame Noor University, Tehran, Iran.mohsenvaseghi@pnu.ac.ir

pake



