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Message from Chairman C’Ske
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Message from Chairman

Over the past year or so, the unfolding of the global fi-
nancial crisis caused great shocks to the international fi-
nancial system and the real economies. Triggered by
the subprime mortgage crisis in the United States, the
global crisis forced the countries across the world to
launch programs to stimulate domestic economy, re-
form financial systems, step up monitoring and disposal
of systemic risks, and enhance international coordina-

tion of supervisory policies.

Mr. Shang Fulin
Chairman of CSRC

Although the worst part of the crisis is gone, its impact
on the global financial system, the real economy, de-
velopment patterns, and mindsets will be profound. It also exerts great influence on
world politics, economies, the financial landscape and the trend of development.
Meanwhile, the effects of the massive stimulus packages in various countries need to
be further observed, and some potential risks merit great alert.

The year 2009 has been the most difficult one for the administrators of the Chinese
economy since the beginning of the 21* century. Nevertheless, the Chinese capital
market withstood severe tests and sought new development amidst adversity. The
China Securities Regulatory Commission ( hereinafter referred to as CSRC) committed
itself to implementing the decisions by the Chinese Central Government, which
launched a package of stimulus plans to address the international financial crisis and
to boost economic development at home. With maintaining stable and healthy devel-
opment of China’s capital market as its primary task, CSRC took into consideration
both the long-term and the short-term goals of regulation as well as the macro and
micro perspectives. It enhanced the market infrastructure and pushed forward the re-
form and innovation, so that new development was achieved while overall stability of
the market was maintained. To sum up, the year 2009 witnessed CSRC making im-
portant contributions to the goals of the Chinese government in “maintaining growth,
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expanding domestic demand, and adjusting economic structure” . Major reform ef-
forts and achievements by CSRC are as follows -

First, the reform of the Initial Public Offering (1IPO) system was conducted smoothly.
Since 2009, relevant reform measures has been implemented in a phased and orderly
manner. The first phase of reform is on the pricing, which has become completely
market driven. Issuers, investors, underwriters, and sponsors as well as other market
players have been urged to hold accountable for their own behaviour in the offering
process.

Second, the Growth Enterprise Board market ( GEB, also known as ChiNext)
achieved a good start. The launch of the GEB is fundamental in the development of a
multi-tiered capital market system. After long-term and careful preparation, in Octo-
ber, 2009, the GEB was officially launched where 28 companies successfully got lis-
ted on it on the first day of trading.

Third, the corporate bond market made breakthroughs in its development. For institu-
tional and historical reasons, the development of corporate bond market has lagged
behind that of the equity market. CSRC attached great importance to the development
of the corporate bond market and expanded the size of corporate bond financing.
One of the important progress made on the corporate bond market was to allow the
listed banks to trade bonds on the exchange market.

Fourth, the futures market went through a great leap forward.. The development of
the futures market has great significance in supporting the real economy, hedging
risks, and stablizing the price of the major commodities. In 2009, the market infra-
structure of the futures market was further improved and the risk of futures brokerage
companies were under control. New products like steel rebar, steel wire, early rice,
and PVC were launched, increasing the number of futures products to 23. A com-
modity trading portfolio that has a bearing on national economy and people’ s liveli-
hood has gradually taken into shape.

Fifth, corporate governance, internal control and compliance made further progress.
In 2009, CSRC initiated a campaign on improving corporate governance in listed
companies and strengthened internal control of securities companies and mutual
funds. Meanwhile, CSRC intensified its oversight on fund managers, emphasizing the
fiduciary duty of market intermediaries, and continued to crack down upon front-run-
ning, speculation and manipulation, and insider trading as well as other illegal activi-

ties.

Against the backdrop of an overall economic recovery in the country, the Chinese
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stock market in the past year took the lead to rebound among markets across the
world. With expanding market scale and trading volume, it gradually increased its
dynamism and influence, and had its functions fully leveraged. It successfully with-
stood the severe test of the international financial crisis and made its due contribution
to the sound operation of the national and global financial systems.

In the aftermath of the financial crisis, we fully understand that analysis and study of
the crisis is important. Questions like how it has spread, how it has affected the
world and what should be done to tackle the problems are worth thinking and would
be helpful for us to understand the laws which govern the market development. The
CSRC will consistently improve the market infrastructure and give a full play to the
market to increase its efficiency. At the same time, it will clamp down on illegal ac-
tivities to maintain openness, fairness and equitibility of the market, and to protect
the legitimate rights and interests of investors, the large number of retail investors in
particular. In addition, the CSRC will continue to enhance its supervisory coopera-
tion and coordination with foreign counterparts to maintain the stability of the global
capital market.

We are confident that with the joint effort of the governments and regulators, the
world economy and financial markets will continue to recover and rebond from the
crisis, and march toward a bright future in the year 2010 and beyond.

it H.

Chairman of China Securities Regulatory Commission
April, 2010

Me sagerfrorrn Chairman eskc
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