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SUMMARY

The United States Court of Appeals for the Second Circuit affirms the Southern District of New York's
dismissal of a putative securities-fraud class action against Anavex Life Sciences Corporation and its
former CEO. The court holds that the plaintiff failed plausibly to plead loss causation because the
company's stock price increased on the alleged corrective-disclosure date and later declines moved in
tandem with the broader market. The opinion addresses loss causation under Section 10(b) of the

Securities Exchange Act and Rule 10b-5.
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PROCEDURAL POSTURE Plaintiff appealed from a judgment dismissing her securities-fraud

complaint under Federal Rule of Civil Procedure 12(b)(6) and denying

leave to replead.

STANDARD OF REVIEW The court reviewed dismissal under Rule 12(b)(6) de novo, accepting
factual allegations as true and drawing reasonable inferences in
plaintiff's favor. It reviewed denial of leave to amend for abuse of
discretion, but reviewed de novo the legal conclusion that amendment

would be futile.
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QUESTIONS PRESENTED

1. Whether Huey plausibly pleaded loss causation under Section 10(b) and Rule 10b-5 when the stock
price increased on the day of the alleged corrective disclosure, declined over the next two days in
tandem with the market, and declined more substantially only later.

2. Whether the district court properly denied leave to amend as futile.

3. Whether the court needed to address falsity and scienter after concluding that loss causation was

inadequately pleaded.

HOLDINGS

1. A plaintiff alleging loss causation in a fraud-on-the-market case must plausibly plead a causal link
between the alleged misrepresentation and the stock-price loss. When the loss is delayed, follows an
initial stock-price increase, and coincides with broader market losses, the plaintiff must provide some

indication explaining the delay and distinguishing the alleged fraud from intervening market forces.

2. The Second Circuit does not impose a per se rule requiring a stock price to decline on the exact day of a

corrective disclosure in order to plead loss causation.

3. The district court properly denied leave to amend because Huey did not show that amendment could
cure the loss-causation defect and the proposed additions were substantially duplicative of the existing

allegations.

4. Because Huey failed plausibly to plead loss causation, the court did not decide whether she adequately
pleaded falsity or scienter as to the February 2, 2023 statement.

KEY QUOTATIONS

“But that is not to say we should have a per se rule rendering implausible any claim where the share price did
not immediately adjust. To the contrary, we expressly reject a per se rule that a plaintiff can only establish

loss causation by showing a loss on the exact day of the corrective disclosure.” (25-27)

“Accordingly, where, as here, the share price did not substantially decline until two days after the corrective
disclosure, and even that decline coincided with broader market losses, we hold that Huey failed plausibly to

allege loss causation.” (31-32)

“To establish plausibility, Huey must provide “some indication” of why the loss was delayed and why it was

caused by the corrective disclosure rather than intervening market forces.” (32)

FACTUAL BACKGROUND

Anavex developed ANAVEX 2-73, a proposed treatment for Rett syndrome, and used an RSBQ-AUC endpoint
in clinical trials. Anavex publicly stated that it had received FDA input on the endpoints, and later disclosed that
it would not use the RSBQ-AUC endpoint in the EXCELLENCE trial. Anavex's stock price increased on the day

of that corrective disclosure, declined over the next two days while generally tracking the market, and declined



more substantially two days later. Huey alleged that the disclosure corrected a prior misrepresentation and

caused investor losses.

PROCEDURAL HISTORY

Huey filed a putative securities-fraud class action against Anavex and its former CEO, Christopher U. Missling.
The Southern District of New York held that she plausibly pleaded falsity and scienter only as to a February 2,
2023 press release, but failed to plausibly plead loss causation; it dismissed the complaint with prejudice and

denied leave to amend as futile. The Second Circuit affirmed.
DISPOSITION

affirmed
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