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PREFACE

Owing to the significant internationalism of reinsurance, rein-
surance regulation has become a cosmopolitan issue. China’s rein-
surance had become an area open to the world thoroughly after Chi-
na's being a WTQO member, but without any doubt our reinsurance
market cannot healthily develop unless regulation measures escort it
properly. Because there have many vacancies and problems in
China’s reinsurance regulation system, which are likely to become a
bottle—neck to restrict the development of our insurance and rein-
surance market, basing my study upon China’s actuality, using the
experience of other countries, 1 commit me to research China’s rein-
surance regulation issues and expect to benefit the reform of Chi-
nese reinsurance regulation,

Reinsurance regulation is defined as the government's actions to
supervise and govern reinsurance industry. According to especial
operation manner, business’ internationalism, participants specialism
and regulation’s harm to the role of reinsurance, reinsurance regula-
tion has always been a controversial issue in many countries. So the
first part of my paper utilizes economic analysis instruments to dem-
onstrate the necessity to implement reinsurance regulation in China
firstly, which can establish theoretic bases for the government to
implement regulations. After that, I systemically research the
history and status quo of our reinsurance market and reinsurance
regulations. By doing so, 1 strive to discover the problems and

shortages of China’s market and regulation currently, such as lack
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of reinsurance supply and ambiguity of regulation objectives, which
can make my following study work more pertinently.

The second part of my paper focuses on discussing the problem
of how to select China’s reinsurance regulation objectives. The pa-
per probes into every idiographic objectives of reinsurance regula-
tion for the governments part as well as utilize economics theory to
analyze the ultimate objective of reinsurance regulation, and imper-
sonally analyze the reasons why different governments tend to
choose different objectives. Then according to China's reality condi-
tions, the paper discusses how to select appropriate objects for Chi-
na’s reinsurance regulations,

In the third part, I try hard to investigate how to choose and
construct China's reinsurance regulation structure. Firstly, through
comparatively analyzing USA model and EU (UK) model, and in-
tegrating them with China’s market feature that reinsurance latent
demand is huge while the supply is seriously hard up, I establish
our basic structure of reinsurance regulation accordingly. Thereafter,
I discuss the core problem of the above structure — reinsurance
security regulation, and present frame suggestions for material
methods.

Whereas innovative reinsurance products are increasingly used
and they are all differ from traditional reinsurance, I specially study
their regulation problems in the forth part of my paper. My primary
opinion is that restraining is not as good as dredging. These
products can provide enormous underwriting capacity, but the risk
is enormous too. Accordingly, the precondition of successfully
dredging is to constitute forward — looking statutes to standardize
participants’ market behavior. At the present time, America, Brit-
ain, Bermuda and Singapore are in the leading positions of supervi-
sing innovative reinsurance products. Based on comparatively study

into their models, 1 try to eliminate the false and retain the true,
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and use for reference reasonably. I mostly analyze two kinds of in-
novative reinsurance products— financial reinsurance and securitiza-
tion of insurance risk, and present viable regulation thoughts and
advice.

Based on the former study, recommendations are provided as to
potential solutions for the regulatory reform in Chinese reinsurance
sector. On the one hand, the paper presents suggestions on three
basic problems of Chinese reinsurance regulation, viz. the selection
of regulation objectives, the selection of regulation structure, and
the problem of reinsurance security regulation. On the other hand,
the paper presents suggestions on how to supervise innovative rein-
surance contracts.

The paper tries to make breakthroughs in following
three areas:

Firstly, I try to reconstruct the purposes of Chinese reinsur-
ance regulation. Only by doing so, we can constitute every regula-
tion measures pertinently. Secondly, the paper considers our basic
structures of reinsurance regulation should be to give emphasis to
indirect regulation and be complemented by direct regulation, that
is to say, we should pay more attention to reinsurance arrangements
of primary insurers rather than reinsurers. Thirdly, I make a tenta-
tive discussion on how to supervise innovative reinsurance contract,
including financial reinsurance and securitization of insurance risk.

It should be pointed out that reinsurance regulation is one of
the most challenging areas in insurance theory and practice at the
present time, so it is self — evident that reinsurance regulation is
quite complex and significant. Accordingly, the theory basis, sys-
tem construction, mode design and major points of view of this pa-
per are all tentative and should be examined by the practice in the

future.
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