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Legalization of Unlisted Securities Transaction System

Taiwan’s unlisted stock used to be only transacted either in privately or illegally
through unlicensed security broker-dealers. Given lack of systemized secondary
market for such stock transactions, business and financial information of target
corporate was not transparent as well as transaction information was not fully
disclosed. This situation has caused many disputes for unlisted stock transaction and
therefore, detriment the interests of investors and safety of stock exchange i Taiwan.
To solve these problems, Taiwan established “Emerging Stock” under the OTC and
provides a legal trading system for unlisted stock in January 2, 2002. The practice of
“Emerging Stock” is totally different from the existing stock markets in Taiwan. Thus,
this paper will explore the development and regulatory regime of this sysiem as well
as evaluate its market practices. Finally, this paper finds out the implementation of
Emerging Stock transaction system is helpful for the safety and sound of Taiwan’s
security market because this system has improved investor protection, expanded
security dealer’s business, and help corporate funding. This paper also recommends
OTC to implement measures that can attract more investors, security dealers, and
corporate to parlicipate Emerging Stock market in order to improve its sound practice

and development.

Key Word: Taiwan, unlisted stock transaction, investor protection, OTC, Emerging
Stock
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