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Foreign companies will welcome the decision of the United States Supreme Court in Morrison v. National
Australia Bank Ltd, US, NO. 08-1191 because it substantially narrows their exposure to private causes of
action arising under the principal anti-fraud provisions of the U.S. securities laws -- section 10(b) of the
Securities Exchange Act of 1934 and Securities Exchange Commission Rule 10b-5.  These provisions, which
make it unlawful to employ manipulation or deception in connection with the purchase or sale of any
security, were long interpreted to apply to transactions in foreign countries involving U.S. conduct or
having substantial effect in the U.S.  Reversing decades of lower court decisions on the application of
Section 10(b) and Rule 10b-5, the Court held that such provisions apply “only in connection with the
purchase or sale of a security listed on an American stock exchange, and the purchase or sale of any
other security in the United States.”

The plaintiffs were Australian and other foreign ordinary shareholders of National Australia Bank (“NAB”).
The plaintiffs filed a class action lawsuit in the U.S. District Court for the Southern District of New York
against NAB, its Florida-based subsidiary and mortgage business, HomeSide Lending, Inc. (“HomeSide”),
and certain HomeSide executives.  The plaintiffs claimed violations of U.S. securities laws arising from an
alleged accounting fraud committed by HomeSide in the U.S., which improperly enhanced financial reports
prepared and filed abroad by NAB.  NAB’s American Depository Receipts were listed on the New York
Stock Exchange but its ordinary shares were not.

Morrison will be less welcome to U.S. investors and U.S. class action counsel who will no longer be able
to assert claims against non-U.S. issuers based on non-domestic transactions, including so-called “foreign
cubed” cases (i.e., cases against non U.S. defendants involving foreign purchasers of non U.S. securities in
transactions abroad).

U.S. SUPREME COURT DRASTICALLY REDUCES

EXTRATERRITORIAL APPLICATION OF U.S. SECURITIES LAWS



©  2010 Brown Rudnick LLP
Pr ior results  do not guarantee a s imi lar  outcome .

New York
Seven Times Square
New York, NY 10036
+1.212.209.4800
+1.212.209.4801 [fax]

Boston
One Financial Center
Boston, MA 02111
+1.617.856.8200
+1.617.856.8201 [fax]

Washington, DC
601 Thirteenth Street NW, 
Suite 600
Washington, DC 20005
+1.202.536.1700
+1.202.536.1701 [fax]

Hartford
185 Asylum Street
Hartford, CT 06103
+1.860.509.6500
+1.860.509.6501 [fax]

Providence
121 South Main Street
Providence, RI 02903
+1.401.276.2600
+1.401.276.2601 [fax]

London
8 Clifford Street
London, W1S 2LQ
United Kingdom
+44.20.7851.6000
+44.20.7851.6100 [fax]

Dublin
Alexandra House
The Sweepstakes
Ballsbridge, Dublin 4
Ireland
+353.1.664.1738
+353.1.664.1838 [fax]

BROWN RUDNICK is an international law firm with offices in the United States and
Europe.  Our 200 attorneys provide assistance across key areas of the law, including
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For further information on this topic, please contact your Brown Rudnick attorney or one
of the following attorneys:

Brown Rudnick LLP is a Limited Liability
Partnership (“LLP”) regulated by the Solicitors
Regulations Authority and registered in England
& Wales, No. OC300611.  We use the word
“partner” to refer to a member of the LLP, or to
an employee or consultant with equivalent
standing and qualifications.  A full list of members,
who are either solicitors or registered foreign
lawyers, is open to inspection at the registered
office, 8 Clifford Street London WIS 2LQ.

Information contained in this Alert is not intended
to constitute legal advice by the author or the
attorneys at Brown Rudnick LLP, and they
expressly disclaim any such interpretation by any
party.  Specific legal advice depends on the facts of
each situation and may vary from situation to
situation.  

Distribution of this Alert to interested parties
does not establish an attorney-client relationship.
The views expressed herein are solely the views
of the authors and do not represent the views of
Brown Rudnick LLP, those parties represented by
the authors, or those parties represented by
Brown Rudnick LLP.

www.brownrudnick.com

Stephen Hallam

+44.20.7851.6071
shallam@brownrudnick.com

Neil P. Micklethwaite

+44.20.7851.6086
nmicklethwaite@brownrudnick.com


