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ABSTRACT

Along with the development of China’s securities market, more and more
innovation of mutual funds, bond products and financial derivatives represented by
ETF, LOF, ABS, warrant and index future has become the core power which keeps
impelling the market. At the same time, when the market innovation creates
investment opportunity, extends investment capability and improves investment
efficiency, it has also brought to small investors much bigger risk which leads to bad
influence and big loss.

Under such circumstance, the analysis on protection of investor’s rights and
interests will definitely be important help to promote the steady development of our
securities market. Therefore, our report tries to analyze the influence of aforesaid
innovation on small investors and the market itself, to estimate the feeling, opinion
and anticipation of small investors, and to discuss their gains and losses in the process
of market innovation.

As a result, we find that quite a few small investors in our analysis sample have
relatively big fund scale, good understand of risk, and fine reserve of financial
knowledge, although most small investors suffer bad loss in their investment. To
analyze the reason, it will be their poor investment strategy, unforeseen market
manipulation and defective system design of market innovation and investor
protection. Due to their losses, most small investors make a negative judgment on the
market innovation and actual system and measures of investor protection. Actually,
most small investors keep being cautious to the innovation in the future.

Focus on how to take good measures to protect small investor’s rights and
interests as well as to enhance the attraction of market innovation, we make some
suggestions based on our survey and analysis as follows: firstly, amend system design

of innovation and regulate severely market manipulation. Secondly, advance the
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investor education especially in the process of innovation and do some necessary
systematic arrangement. Thirdly, emphasize the responsibility of securities and futures
companies and institutions. Finally, establish small investor protection and
compensation system and mechanism as well as improve the function of investor

protection fund.
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