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Preface

In recent years, the steady achievements of China’s financial reform strongly support
the sustained and healthy development of the real economy. For now, the reform of interest
rate marketization has completed basically; the RMB exchange rate formation mechanism is
increasingly improving; the openness of capital account liberalization continues to improve ;
and the deposit insurance system has been established. Although the results of the reform
are impressive, the arduous task of deepen financial reform could not be ignored. In deepen
financial reform process, on the one hand it is essential to get rid of the constraints to accel-
erate the development of the financial sector and institutional obstacles, and to make sub-
stantial breakthroughs in key areas and key links; on the other hand, must pay attention to
financial risk prevention work, emphasize regulatory reform and financial sector reform syn-
chronization, and ensure orderly financial sector reform steadily under the premise of risk
control. At present, the current financial regulatory system in China is not perfect, which
affects the effectiveness of financial supervision. Therefore, to enhance the study of the the-
ory and practice of financial regulatory issues and to optimize the top — level design of finan-
cial regulatory system have become a top priority of financial management departments in
China.

From an international perspective, the outbreak of the international financial crisis in
2008 had a profound impact on the global economic and financial development and financial
regulation. Since the crisis, the global financial situation is undergoing great changes.
There are major changes in the financial regulatory system and comprehensive adjustments
of regulatory rules. Based on the experience and lessons learned from this financial crisis,
Financial Stability Board and the Basel Committee on Banking Supervision actively promo-
ted the international financial regulatory reform and have been made a series of important
stage achievements including the “Basel III” . Overall, the current round of international
financial regulatory reform presents the following four trends: 1 Keep a balance between Mi-
cro — prudential supervision and macro — prudential supervision; 2 Regulatory capital and

liquidity regulation are equally important; 3 the “quality” and “quantity” of banking su-
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pervision should be upgraded simultaneously; 4 Internal constraints of financial institution
and external regulatory combine organically. During the years of the reform process, in or-
der to make financial regulatory work differ from previous and show brand new features, the
international regulatory standard — setting bodies continuously introduce new ideas, new
frameworks and new methods in design of the financial regulatory system. At the mean
time, as a full member of the Financial Stability Board and the Basel Committee on Banking
Supervision, our country has binding obligations to implement international standards. The
design of financial regulatory system in China must take full account of the special nature of
our country. Based on conscientious summary of financial reform and regulatory practices in
China, the design should learn reasonably from the results of the international financial reg-
ulatory reform. Therefore, the important task of regulatory authorities and academia in Chi-
na is studying how to organically combine the experiences and good practices of internation-
al financial regulatory reform and the reality of China.

Under the situation of continuous promotion of domestic and international financial reg-
ulatory reforms, in order to enhance the theoretical research and practical application level
of financial supervision in China, a Major Project of National Social Science Fund, “The
Research about Optimization Design of China’s Financial Regulatory System” has been ap-
proved in the year 2009. National Social Science Fund is currently the main support chan-
nel of philosophy and social science research. The Major Project is the certain kind of pro-
ject with highest level, largest amount of fund and strongest authority among projects funded
by the National Social Science Fund. “The Research about Optimization Design of China’s
Financial Regulatory System” launched research mainly focus on several current major is-
sues of financial regulatory system reform in China. With the joint efforts of the research
group and each cooperative research party, the study achieved fruitful results in more than
six years. As a major outcome of “The Research about Optimization Design of China’s Fi-
nancial Regulatory System” , this book analyzed systematically and discussed deeply about
problems in the construction of a macroprudential supervision framework for financial indus-
try in China, in order to play a positive role in promoting the research of financial regulation
theory, and provide useful references for financial regulatory institutions in China to make

reasonable decision.

Project Group
June 2016
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