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[ Abstract] Established in 1991 and in the past 20 years, China’ s repo market has shaped
an important short-term debt-credit platform and offered an effective management tool for financial
assets and financial allocation for various kinds of panicipanté in market, thus making a positive
contribution to the promoﬁon of reform of financial system and of an innovative financial market in
China. However, the growth of financial market has not been smooth, being full of all kinds of vi-
olation of law and regulations. This situation has resulted in enormous business losses and posed
serious threat to China’ s financial order and security. It is necessary for us to explore the root cau-
ses leading to these problems, and find out effective approaches to solve them thoroughly. This ar-
ticle analyzes the deviation of functional place of repos and defects in institutional design of Chi-
na’ s on-exchanges repo market from perspectives of both financial and legal systems. The author
believes that problems faced by repo market are resulted from the systematic conflict between cur-
rent financial system and objective needs of financial development, caused by framework of legal
system carrying strong “ Chinese characteristics” , and stimulated by improper and reckless busi-
ness conducts by market participants making use of the institutional defects. On the basis of this,
the author points out that the establishment of a healthy repo market should depend on the follow-
ing two efforts—the improvement of legal system and the reform of Chinese financial system. Only
in this way, can we realize a sound and safe growth of China’ s repo market and promote its pros-

perity in a lasting way.
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