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28. Randall v. Loftsgaarden
478 U.S. 647 (1986)
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(Section 12(2), we think, speaks with the clarity necessary to invoke

this "plain language" canon: § 12(2)'s offset for "income received" on

the security does not encompass the tax benefits received by
defrauded investors by virtue of their ownership of the security,

because such benefits cannot, under any reasonable definition, be
termed "income."
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(Under the "direct product”" rule, the party seeking rescission was
required to credit the party against whom rescission was sought only
with gains that were the "direct product" of the property the plaintiff
had acquired under the transaction to be rescinded: "The phrase 'direct
product’ means that which is derived from the ownership or

possession of the property without the intervention of an independent
transaction by the possessor. )
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(Indeed, by enabling the victims of prospectus fraud to demand
rescission upon tender of the security, Congress shifted the risk of an
intervening decline in the value of the security to defendants, whether
or not that decline was actually caused by the fraud. Thus, rescission

adds an additional measure of deterrence as compared to a purely
compensatory measure of damages. )
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( Congress addressed the matter of prospectus fraud with
considerable specificity in § 12(2), which not only antedates § 28(a),
but was also left untouched by Congress when it passed the 1934 Act.
We therefore decline to read § 28(a) as mandating a limit on the
rescission remedy created by Congress in the 1933 Act by enactment
of § 12(2).)

5. AP EIBEIK 0 F PF & Section 10(b)# A= 4R Rk cndeiAE g §
7 o 4 Section 28(a)* jx P¥ » Section 12(2)& - B 3 w4 Rk i
AR FIEY a2 o AP F R E XA F F Section 12(2)chw
R R REAF AL E o ST AT SRR S Section 28(a) %
Ak 5e e 2§ i * *+Section 10(b) °
(We shall therefore assume, arguendo, that a rescissory recovery
may sometimes be proper on a § 10(b) claim. When § 28(a) was
enacted § 12(2) stood as a conspicuous example of a rescissory

remedy, and we have found that Congress did not intend that a
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recovery in rescission under § 12(2) be reduced by tax benefits
received. Accordingly, we think § 28(a) should not be read to compel

a different result where rescissory damages are obtained under §
10(b).)
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(Congress' aim in enacting the 1934 Act was not confined solely to
compensating defrauded investors. Congress intended to deter fraud
and manipulative practices in the securities markets, and to ensure full
disclosure of information material to investment decisions. This

deterrent purpose is ill served by a too rigid insistence on limiting
plaintiffs to recovery of their "net economic loss." )
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