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Abstract

The foundation of the first volume in the series called Bluebook of Property and
Intellectual Property Exchanges [ aka, Annual Report on China’s Property and Intellectual
Property Exchanges (2008 —2009) ] is the following observation: in recent years, the
Chinese capital market has been mostly composed of four parts: Shanghai and Shenzhen
securities markets, property and intellectual property exchanges ( PIPEs) that total
about 260 ( more now ), grass-root private equity activities, and merger and
acquisitions ( M&As) by leading financial institutions joined by their international
counterparts. These four components have been evolving and growing in parallel and
showed a tendency of weak convergence in the last few years. More interestingly, they
have formed a dual structure in the Chinese financial market, in which the security
markets and the M&A market represent a set of institutions that are exogenously
borrowed from developed economies, particularly from the US capital market, while the
other two are endogenously generated. Such a dual structure in the financial market
reminds us of the dual system in the manufacturing sector when China tried to modernize
and open up its traditional economy.

The Annual Report comprehensively discusses the fastest growing component of the
Chinese financial system-the property and intellectual property exchanges (PIPEs). As
an endogenously institutional factor, the Spot Markets Group of PIPEs has been shaping
the convergence path and future equilibrium path of the Chinese capital market. It is
comprised of five sections to deliver our findings: (1) the four components and their
trading patterns in the Chinese capital market, (2) a concise history of China PIPEs,
(3) an international comparison of China PIPEs and the limitations of mainstream
economic theories in understanding the nature of China PIPEs, (4) the development
performance of PIPEs and their accumulated effects on macroeconomic variables in
China economy, (5) the development of China PIPEs and the future of China capital
market.

Now in retrospect, the basic facts that formed our aforementioned thinking still
exist, whose underlying logical structure remains intact. The rapid development of

China property rights market is a witness to the above logical reasoning. In the second



half of 2009, authors associated with property rights and relevant businesses gathered
together and brainstormed each other about the above process. And we would like to
paint a picture of the development of property rights market in 2009 — 2010, and its
convergénce trend. We try to accomplish this goal from four aspects: (1) the property
rights market has recovered and showed a strong post-crisis growth, (2) the trading
system for state-owned property rights is in constant improvement, accompanied by the
diversified expansion of market borders, (3) the imbalance between innovations in the
property rights market and the expansion of trading borders, (4) the characteristics and
future converging direction of regional property rights market.
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