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Summary

The Second Circuit held that in certain instances the federal Securities Litigation Uniform Standards Act of 1998 (SLUSA) does not preempt securities state class action suits. Four months after the Second Circuit decision, the Seventh Circuit took a very different approach to the issue. On March 21, 2006, the Supreme Court unanimously (Justice Alito took no part in consideration of the case.) vacated the judgment of the Second Circuit and held that the background, text, and purpose of SLUSA's pre-emption provision indicate that SLUSA pre-empts state law holder class action claims of the type that Dabit alleges. This report will not be further updated.
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Summary

“The Second Circuit beld tha in cetain nstances the federal Securiies Litigation
Uniform Standards Actof 1998 (SLUSA) does notpreempt securites state class action
suits. Four months after the Second Ciscui decision,the Sexenth Circui 100k a very
different upproach 1o the isue. On Match 21, 2006, the Supremme Court
(usice Alio took no part in con

cond Circuitand held that the background. text. nd purpose of SLUSA'sp
provision indicat that SLUSA pre-cmpts tat s holder class action climsof hetype
that Dabit alleges. This eport will not be further updated.

“Tuvo separate sppeals brought by former and current Merrill Lynch brokers (Dabit)
and by a Merrill Lynch etsil brokerage customer (UG Investmens). l
Lynchissued biased escarch and investment reco

1o obiain investment bunking business, were consolidated by the Second Circui as
Merrill Lynch, Pierce, Fenner & Smith, Inc. v. Dabit. The earler cases had been
dismissed as precmpted by the Securites Litigation Uniform Standueds Act of 1995
(SLUSA)

SLUSA ws

cted i sesponse 1o the perceived flure of the Private Securites
ct of 1995 (PSLRA)' to curb alleged abuses of securties fraud
Iitization. PSLRA setouta framevwork for the bringing of securites fraud cases n federal
courts. In many instances, plantifs circumyented PSLRA by bri

courts on the basis of common aw fraud o other non-federalclaims. SLUSA attempted
1o make certin that plintifs could not avoid the PSLRA requircments by requirin
securites Traud cases 1o be brought only in federal cout and only under 4 uniform
standard if fve criteia are satisfed: (1) The Lwsuitis 4 covered class action: (2) The

303 E30 25 (24 Cir 2005),
PL 105353, 112 Sia. 3227,
SPL 10467, 109 s,
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