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Abstract

Article 406 of The Civil Code provides that during the mortgage period, the mortgagor may transfer
the mortgaged property. This new regulation changes the previous restrictions on the change of
ownership of the secured property, increases the market liquidity of the mortgaged property, and
reduces the disposal cost of the mortgaged property. The implementation of the new regulations
has played a positive role in the improvement of real estate transaction volume, and also enables
small and medium-sized enterprises to increase liquidity and amplify financing leverage by trans-
ferring mortgaged property. But at the same time, the new regulation weakens the effectiveness of
mortgage, which is a traditional strong guarantee method, which may increase the difficulty and
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risk of mortgagees to claim mortgage rights, and cause damage to mortgagees. Therefore, for
banks and other financial institutions, it is necessary to adjust the relevant contract terms and
loan policies to avoid the risks caused by the transfer of mortgaged property.
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