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ABSTRACT

With the trend of economic globalization further strengthened, especially
investment channels and investment diversification making cross-border allocation of
capital becoming increasingly frequent. In recent years, the worldwide capital markets
began to appear in some researches and trials of the cross-border securities
transactions. Cross-border securities trading operation mechanism for its flexible and
efficient design of the system, attracting the attention of many countries and regions.
Against this background, considering the needs of financial status and development of
Shanghai and Hong Kong, the China securities regulatory commission and Hong
Kong securities and Futures Commission decided to launch a trial of Shanghai - Hong
Kong stock connect, to further accelerate the flow and allocation of capital between
regions and promote the status of Shanghai and Hong Kong as a financial center.

As a new pilot mechanism, there are not enough experience to avoid the risks of
Shanghai and Hong Kong stock connect well. And the level of risk controls will
directly affect the effect and prospect of this mechanism, and then affect the interests
of investors who enter the two markets, which require relevant departments pay
attention to. Based on this, this paper presents and analyzes through the Hong Kong
and Shanghai stock market trading interconnection mechanism, drawing lessons from
the relevant theory and practice of the extraterritorial cross-border securities
transactions. At the same time, according to the actual situation of Shanghai and Hong
Kong, it puts forward some suggestions on risks of this mechanism may suffer and its
legal regulation.

The paper consists of introduction, illustrations and conclusion. The body of the
thesis is as follows.

The first chapter firstly introduces the concept and significance of Shanghai -
Hong Kong stock connect. Then it introduces the specific content of this mechanism.
At last it studies the essence and legal nature.

The second chapter discusses five risks of Shanghai - Hong Kong stock connect
may suffer. Then it analyzes the reasons which cause risks and thus draw the
necessity to regulate these risks.

The third chapter based on the analysis of the present situation of the risks of this

mechanism of legal regulation. Then it points out the problems of the legal regulation



on the protection of investors, the prevention of systemic risks, the existing problems
of fairness, information disclosure and cross-border supervision.

The fourth chapter firstly combines the problems and shortcomings which
previous pointed out. Then it puts forward improvements and remedial measures from
five aspects, encouraging to pay attention to implementing existing legal rules of two
regions, and it strengthens cross-border cooperation regulatory departments. For the
purpose to effectively improve the ability and level of controlling the risks of the

mechanism with law, to ensure the stable operation of this mechanism.

Key Words: Shanghai - Hong Kong stock connect;systemic risks;cross-border

regulatory
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