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[ Abstract| There are generally two Formis of stock pledge transactionshin domestic and
international capital markets: “security financial arrangement for thé pledge of stocks” and “ti-
tle transfer financial collaferal arrangément for the pledge of, stdeks® , and the “direct owner-
ship” and “indirect owsership” of listed stock have<dn impdrtant influence on the construction
of the system of transfer and pledge of stocks in differeit markets. The special institutional ad-
vantages of “Aitle’transfer financial collateral arrangement for the pledge of stocks” make such
stock pledge more competitive in, thé\capital market, while contributing to the accumulation and
dissemination of systemic risks, in the securities market in China. The 2015 financial turmoil in
Chinese stock market and the 2018 forced liquidation of stock pledges of listed companies could
be partly explained by the absence of relevant rules in the Property Law and the Securities Law,
the lack of effective regulation, and the poor understanding of the method, scale and transac-
tional logic of the entry and exit of various kinds of structured capital into the stock market. The
Book of Property Law in the Chinese Civil Code should provide for the basic framework of and
rules on the pledge of stocks, while the Securities Law should establish a public regulatory re-
gime, which should be accompanied by a dynamic financial justice system, so as to maintain the

stability of the capital market.
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