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Effect of Unregistered Chattel Mortgages Against Third Parties

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: The Civil Code adopts a registration-opposability model for chattel mortgages: the mortgage arises upon the
effectiveness of the contract but may not be asserted against good-faith third parties unless registered. This article argues that the
third parties against whom the mortgage cannot be asserted should be limited to those holding a real right or an expectancy of
real right in the same asset, not ordinary creditors, because opposability concerns title conflicts rather than priority of claims. The
rule protecting buyers in the ordinary course of business is an exception grounded in the security of transactional order rather
than good faith alone; its elements should be applied strictly, requiring a business buyer, reasonable price and possession. A
purchase-money security interest enjoys super-priority over prior security interests, but only within the price component and only
if registered within ten days of delivery; late registration forfeits that priority. Priority among competing interests should follow
registration first, good faith second and possession third. Where none is registered, distribution is pro rata; a registered interest
prevails over an unregistered one but cannot defeat an ordinary-course buyer. In insolvency and enforcement, an unregistered
mortgagee cannot prevail over the administrator or attaching creditors; distribution should examine registration status and treat
unregistered claims as ordinary.

Key words: chattel mortgage; registration opposability; ordinary-course buyer; purchase-money priority; priority rules
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