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Research on the Legal Basis and Improvement of the Central
Counterparty Trading Mechanism

Cao Xiaorui
East China University of Political Science and Law, Shanghai

Abstract: China has comprehensively explored and implemented the central counterparty trading mechanism in
securities, futures and derivatives trading. However, the legal expression of “centralized performance guarantee” does
not imply that settlement institutions can only assume the functional position of guarantors. It is a better institutional
choice to provide settlement services as a central counterparty. Furthermore, there is a certain incoordination in terms
of system compatibility between improving the central counterparty trading mechanism and existing norms such as
the Civil Code under the legal framework of our country. Debt replacement can be explained by means of the general
transfer of creditor’s rights and debts in civil law, the system of confusion and the principle of contractual neutrality.
When exploring the optimization of China’s central counterparty trading mechanism, it can be approached from several
perspectives, such as raising the legislative level of relevant norms, strengthening the risk prevention system and disposal
mechanism, and improving the internal governance framework of settlement institutions.

Key words: Central counterparty; Centralized performance guarantee; Civil code
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