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Abstract

With the development and improment of multi-level capital market system in our
country, the constrction of the over-the-counter ( OTC) is also going ahead.
Athough the process is circuitous and hard, it has made significantly progress and
accumulated some experience. Except for rejoice, we must view that the base of the
multi-level capital market system is not firm and we can not ignore the difficulties. In
order to resolve practical and theoretical confusions and speed up the development of
China’OTC Market, based on the Annual Report on China’S OTC Market
Development (2009 —2010) , we launch the Annual Report on China’S OTC Market
Development (2010 ~2011) successively and try our best to offer beneficial reference
for the construction of the over-the—counter market with Chinese characteristics.

This book consits of eights parts, namely, the general report, Orgnaziton
Structures Pattern Paper, Market Structure Pattern Papers, Trading Pattern Papers,
Financing Pattern Papers Supervision Pattern Papers, Exploring Papers and The Events
Papers.

General report is the core of the book. Based on the judgyment of the
developmen of Chinese economy and the trend of capital market. This thesis discusses
the significance and corresponding conditions of policy promotion, and make a study on
the mode choice and market structure of China’s OTC market, then we discuss the
constucture paths and the real practice of Chinese OTC market. Finally, this part
makes the book’s basic points of view.

Orgnaziton structures pattern Paper makes an deep study on two main
organizational forms of securities trading markets. one is membership, another is
demutualization. From the analysis, we find that the demutualization is the most
successful system of market organization and has the best ability to adapt to the current
market environment; but the membership is a commonly used form in some particular
stage. The formation of China’s capital market has experienced special process from

small to large, single to multiple. In this process, OTC market organization appears the



characteristics of government-leading and state-dominated.

Market structures pattern papers consits two articles, the first one analyzes the
features of OTC markets in America, Britain, Germany and tai wan province, and
puts forword the reference to China. Another paper analyzes the status, characteristics
and defections of China OTC market.

Double progressive market structure mode combining the national market with
regional market is the best market structure which could adapt to economic development
of our country.

Trading Pattern Papers consits three articles. The first one analyzes the development
process of traditional market making system in the OTC market, the Evolution Node of
Market Making System and Its Referance to China. The following one analyzes the
status and backgroud of the OTC market formation, factors that constrains the
development of market maker system in OTC market, and finally puts forward the
suggestions for the development of market maker system in China OTC market. The
third one analyzes the problems in the pricing formation of China OTC market, and
puts forward our pricing model and suggestions at the view of the corresponding
supporting conditions on the base of our status and the referances from developed OTC
markets.

Financing Pattern Papers consits three articles. The first one analyzes the status and
the mode of OTC market financing through the financing present situation comparing
analysis about foreign typical OTC markets, and find that private-equity financing has
been the principal financing mode chosen by small and medium-sized enterprises. The
following one analyzes the development process of private equity financing mode in
OTC markets on base of the comparison with the public offering, and private equity
financing system in developed countries like USA. The third one introduces the status
quo of the private equity financing, the existing problems corresponding to the related
laws and regulations, and finally the Tianjin Equity Exchange breakthrough under the
present laws and regulations in China.

Supervision pattem papers consits two articles, the first one takes a close look at
the evolution path of the theories of financial regulation on the basis of the analysis about
the interrelationship between the development of foreign OTC markets and their
regulatory systems. The development context of financial regulation could be studied on

three perspectives which include the change of mainstream economic thoughts, the



remaking of regulatory objectives and-the necessity and effectiveness of regulation.
Through the futher study on typical regulation patterns of OTC markets abroad, we find
three important pieces of experience worth learning. Another article summarizes the
two typical supervision modes of the ongoing Chinese OTC market, and measures the
risks of the two typical markets and the effectiveness of regulation. It finds that some
measures such as establishing a unified national OTC market and improving the Market
Maker Rule can help to reduce the non-systematic risk and market risk. Finally, the
paper proposes that the regulation of OTC markets in China should adopt three-tier
regulatory system, and design reasonable Market Maker Rule and Sponsor System under
specific legislation.

Exploring papers summarize the Exploring of Tianjin Equity Exchange which is
Exploring the construction pattern of China over-the—counter market actively,
according to the experience of foreign matured over-the-counter market. Tianjin Equity
Exchange has built its own mode preliminarily, which includes a series of characteristic:
private financing pattern of “small, many times, rapid and low cost”, mixed trading
system focusing on market maker, double progressive market structure mode combining
the national market with regional market, and the self-discipline supervision mode of
multi-agent participation under unified system.

This book makes a study on the development thread, evolution nodes and the
evolution reasons about organization pattern, market structure mode, trading pattern,
financing mode and supervising mode of the over-the-counter market. we summerize
the regularity of the over-the—counter market, and try our best to offer beneficial
reference for the construction of the over-thecounter market with Chinese

characteristics.
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