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Settlement Risk Control and Special Pledge Rules in
Bond Repurchases
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Abstract: The general pledged repurchase of exchange-traded bonds is a type of standardized
transaction product, which takes into account financing efficiency and security because of its use of guaranteed
delivery. In view of the product characteristics of guaranteed delivery, settlement institutions need to prudently
make pledge system arrangements around settlement risk control. To this end, the settlement institution creates
a special pledge rule that differs from the repurchase transaction structure and introduces a pledge relationship
between the settlement participants and the settlement institution itself. In terms of legal structure, it should
be interpreted as the financing entity entrusting the settlement participants to directly establish a pledge
relationship with the settlement institution through the unnamed agency.
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