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Preface

In 1982, China's first shareholding enterprise - BaoAn United Investment Company was set up in Shenzhen.

A year later, the company made a public offering of shares in China.

The origin of Shenzhen securities market dates back to October 1986, when Shenzhen municipal government

issued Interim Provisions on Pilot Program for Shareholding Restructuring of State-owned Enterprises in Shenzhen

Special Economic Zone. Ten state-owned enterprises were selected for the pilot program. In 1987, Shenzhen

Development Bank made public offering of stocks, which were traded over the counter through Shenzhen Special
Economic Zone Securities Company. Later Shenzhen International Trust and Investment Co. Ltd. and Bank of
China Shenzhen Branch opened securities brokerage services. Vanke, Jintian, Anda and Yuanye subsequently
issued stocks, that began trading over the counter. Thus the “Old Five” stocks were traded over the counter through

the “Old Three” securities brokers. This was the beginning of the Shenzhen securities market.

In May 1988, Li Hao, the Secretary of CPC Shenzhen Committee and Mayor of Shenzhen, proposed
that Shenzhen should make full use of its policy privilege to create a capital market, facilitate fund-raising
for enterprises, transform enterprises’ operational mechanisms, adjust the industrial structure and improve the
economic efficiency. However, Mr. Li Hao had a more important idea in mind. As a testing-field for reform and
opening up, Shenzhen should make a head start in experimenting with and exploring the capital market and
accumulating experience for nationwide development of the capital market. He was convinced that Shenzhen

should spearhead the development of China’s capital market.

From June to September 1988, Shenzhen held four basic training seminars on capital market. In November
1988, Shenzhen municipal government formed a capital market leadership group consisting of an expert panel and
an advisory panel. Vice Mayor Zhang Hongyi headed the leadership group. Yu Guogang led the expert panel and
Qiu Xiaofei chaired the advisory panel. As instructed by Mayor Li Hao, the expert panel drafted Interim Provisions
on Stocks Issuance and Trading in Shenzhen, Charter of Shenzhen Stock Exchange and Stock Trading Procedure
and Clearing System of Shenzhen Stock Exchange from November 1988 to March 1989. They consulted and drew
from international market regulations such as company laws, trading rules and exchange business rules. From
March to September 1989, the panel invited professionals and experts to review and deliberate the draft rules and

regulations in over ten sessions before finalizing the documents.

On 8 September 1989, the capital market leadership group submitted Application for Establishing Shenzhen

Stock Exchange to Shenzhen.municipal government. On November 15, 1989, Shenzhen municipal government
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officially issued the Approval of Establishing Shenzhen Stock Exchange. The Shenzhen Stock Exchange
Preparatory Group was formed with Wang Jian and Yu Guogang in charge. Shenzhen Stock Exchange Share
Subscription Agreement was signed on April 23, 1990. On July 26, 1990, the first group of floor traders graduated

from their training course. The centralized trading of stockes on The Shenzhen Stock Exchange was all set to start.

On August 22, 1990, Shenzhen municipal government appointed Wang Jian and Yu Guogang as executive

vice presidents of Shenzhen Stock Exchange. Wang Jian was the person in charge.

On December 1, 1990, Shenzhen Stock Exchange began centralized trading. It was the first stock exchange to

start operation in China since the reform and opening up.

People may wonder why Shenzhen Stock Exchange started centralized trading earlier than Shanghai Stock

Exchange.

During the period when the “Old Five” stocks were traded over the counter, the chaotic market was verging
out of control. Despite introduction of trading halt and levy of stamp duty, market soared like an unbridled horse.
Take the stock of Shenzhen Development Bank as an example. A share with the face value of RMB 1 Yuan was
traded at RMB 120 Yuan in November 1990. And price even doubled in the black market. Hence many problems
were exposed. Firstly, the market was highly fragmented without unified pricing. Diverged quotation prices among
brokers had caused excessive speculation. Secondly, the market was not transparent. Some brokers tried to conceal
the situation of listed companies. Thirdly, investors suffered losses due to prevailing insider trading. Fourthly,
some unscrupulous brokers colluded with ill-intentioned traders to transfer ownership in secret, thus increasing
the difficulty for regulation. And lastly, the extreme imbalance between demand and supply gave rise to the
rampant black market. An internal reference paper written by a journalist of People’s Daily based in Shenzhen was
submitted to the 5 members of the Political Bureau of CPC Central Committee. The episodes of people becoming
rich overnight have invoked strong reactions from the inland areas. Top leadership held different views. Some
supported strengthening supervision while others urged for cancellation the pilot program. The fledgling stock

market was faced with the danger of being culled.

Shenzhen market needed complete and fundamental overhaul! On November 22, 1990, Li Hao, Secretary
of Shenzhen Municipal CPC Committee, Zheng Liangyu, Mayor of Shenzhen, Zhang Hongyi, Vice Mayor, and
officials from People’s Bank of China Shenzhen Branch came to Shenzhen Stock Exchange for on-site inspection.
Li Hao said, “We came here today to make decisions!” I replied, “We will open for business as soon as you make
the decision. Everything is ready. We are waiting for a final order.” After hearing our report and observing our
demonstration of the centralized trading system, the leaders made the decision that Shenzhen Stock Exchange
would open for business on December 1, 1990. Shenzhen , being the experimental field for China's reform and

opening up, had the priority in the economic experiment. Shenzhen leaders timely grasped this golden opportunity.

SZSE persisted in standardized operation, striking the balance between standardization and development. On

its commencement on December 1, 1990, SZSE started with the standardized coding of the “Old Five” stocks (0001
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SDB, 0002 Vanke, 0003 Jintian, 0004 Anda, and 0005 Yuanye). SZSE demanded that issuers split their stocks
into shares with face value of RMB 1 Yuan. All the trades were to be executed over the centralized trading system
and all transfers of ownership were to be registered with Shenzhen Securities Depository and Clearing Company.

These measures had made it possible for SZSE to release indices, market quotations and trade information.

SZSE didn’t let people down thanks to constant innovation. Up to now, SZSE is the only stock exchange in
the world to achieve “four modernizations” (i.e., computerized trading, paperless settlement, satellite-supported
communication and retiring of the trading floor). SZSE also succeeded in keeping leading edges in this area.
Within 20 years, SZSE became the world’s largest capital market for IPOs and refinancing in 2010. China became

for the second time the world’s largest country market in that respect.

Mr. Zhao Shanrong has been devoted to the collection and research of physical stock certificates and stories
behind them in the past two decades despite all hardships and serious heart problems he has been suffering for
years. Thanks to his diligent efforts, he has succeeded in making otherwise common collections into treasures of
perfection. This reflects an enthusiastic collector’s respect towards history and his support in the development of

the Chinese securities market.

I appreciate the efforts of Mr. Zhao. Working on this book with Mr. Zhao was a delightful experience. I'd like

to thank him for giving me this opportunity to write the preface and wish him well-deserved success in the book.

Yu Guogang
June 1, 2013
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