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Abstract  The stock issuance in China’ s new third board market should be positioned
as “private placement” namely a market for centralized public trading of private securities of—
ferings. “Qualified investors” in the current Chinese market correspond to “permitted inves—
tors” in the United States and should be exempt from registration or approval. In fact the “per—
mitted investors” system in the United States has some drawbacks and controversies and the
United States is starting the bill process to revise the relevant standards. The “qualified inves—
tor” system in China’ s new third board market should be reformed in the direction of the “ra—
tional investor” system which should examine not only the risk tolerance of investors but also
their risk perception. And the understanding of the concept that “investors have self-protection
ability” cannot be over generalized. China should reduce the financial conditions of qualified
investors in the new third board introduce alternative conditions and reform the corresponding
issuance system. Restrictions such as the number of each issuance should be liberalized and the

approval by regulatory authorities should be exempted.
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