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Public Order and Moral Standards in China’s
Financial Judgments

SONG Xiaoyan ZOU Putao

Abstract: The application of “public order and moral standards” in four categories of
disputes—private lending, equity investment, entity qualification, and virtual currency—has
highlighted three common issues: conflation with other validity rules; ambiguous referral
standards for low-level regulatory provisions; and paradoxical judicial outcomes. While the
Civil Code positions public order and moral standards as the final criterion for validity
judgments, judicial practice remains path-dependent due to the influence of the Ninth National
Civil and Commercial Trial Work Meeting Minutes, necessitating clearer distinctions between
“illegality-based invalidity” and “moral-standards-based invalidity”. For referrals to low-level
regulatory provisions, courts should adopt a factor-based analysis (such as transaction security
and regulatory intensity) and reinforce legitimacy through legal principles to avoid excessive
public power intervention in private transactions. Regarding paradoxical outcomes, courts
must guard against parties abusing public order and moral standards to evade liabilities, while
balancing the impact of invalidating transactions on third-party investor rights and market
credibility.

Keywords: Financial Judgments; Public Order and Moral Standards; Referral
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