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Summary

Financial consumer is the foundation of financial industry. The U. S. subprime mortgage
crisis has shown that shaky basis would lead to disaster. The protection of financial consumers
is not only to protect financial institutions themselves but to maintain financial stability and to
safeguard economic and financial safety.

After the subprime crisis, international financial regulatory reform evolves in three main
lines; (1) to improve traditional risk-based micro-prudential supervision, like the intro-
duction of Basel III; (2) to establish monitoring system for systematic risk ( macro-or
counter-cyclical prudential regulation system); (3) to build financial consumer protection
system.

The international practices in the financial consumer protection include: (1) to make
laws and regulations; (2) to examine and regulate; (3) to receive and handle compliant;
(3) to help the underserved group; (5) to advance financial consumer education; (6) to
conduct research on financial consumer behavior.

China is in a pressing need to set up a sound financial consumer protection system and
avoid high cost of crisis like the U. S. subprime crisis.

This report consists of sixteen chapters in three parts and nineteen chapters. (1) Summary
of financial consumer protection theory; (2) The definition of consumers, consumer rights and
financial consumers; (3) Financial consumer protection-based on the analysis of behavioral
finance; (4) Seven defensive lines in financial consumer protection;- (5) U. S. financial
consumer protection; experience, lessons and latest reform; (6 ) Financial consumer
protection in EU and UK; (7) Financial consumer protection in Japan and Canada;
(8) U.S. Community Reinvestment Act (1977 —2009) : lessons over three decades since
its implementation and implication for China; (9) Practices of major central banks to pro-
mote financial education; (10) The status quo of financial consumer protection in China,
problems and countermeasure; (11) The institutional framework and enforcement system for
consumer protection in-related authorities; (12) On perfecting financial consumer education
system in China;. (13) The financial consumer protection in credit reporting; (14) The

financial consumer protection in funds sales; (15) Financial consumer protection programs
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in Shaanxi; (16) Application of preliminary research results—financial consumer protection
practice in Shaanx1; (17) To promote financial services for vulnerable groups is an essential
part of financial consumer protection; Comprehensive assessment system of financial services
for county-level financial institutions; (18) Financial consumer education is an important
element of financial consumer protection; Shaanxi pilot program for financial education in
rural areas; (19) summary.

The paper argues that the top priority of financial consumer protection is putting people

first and in the very interest of people.

Innovation and Policy Suggestion

In terms of legislation and regulation:

1. The concept ;\md coverage of financial consumers should be identified in enacting new
financial laws and regulations or amending the Law of the Peoples Bank of China, Banking
regulation Law, Commercial Bank Law, General Rules on Loans and the relevant laws. The
guideline for financial consumer protection is that the right of consumer should be appropri-
ately weighted on the basis of contract with financial institutions. It is essentially unequal to
rely solely on contract law to protect consumers.

2. The responsibilities of relevant regulatory authorities in financial consumer protection
should be assumed. In near term, exploration may be made to set up Financial Consumer
Protection Agency or Financial Consumer Protection Center. The functien of Financial Con-
sumer Protection Center is to promote the legislation and mediation, facilitate access to
financial services for disadvantaged groups and regions, advance financial consumer educa-
tion, and conduct research on consumer behavior.

3. The PBC, the CBRC, the CSRC, and CIRC and other regulatory authorities should
open a nationwide hotline for financial consumer protection complaint and set up compliant
addressing mechanism.

4. The PBC, the CBRC, the CSRC, and CIRC and other regulatory authorities should
open a column on its official website for consumer education and complaints.

5. The PBC, the CBRC, the CSRC, and CIRC and other regulatory authorities should
establish nationwide databases. The PBC should set up a centralized nationwide database to
conduct regular monitoring and analysis for policy making, A system for case disclosure and
sharing can be explored.

6. Financial consumer education should be strengthened, and it should be included
into nationwide basic education in the long run.

7. A Seven-In-One financial consumer protection system should be set up among cen-

sumers, financial institutions, consumer association, regulatory authorities, arbitrage or
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judicial authorities, academic fields, and media.

8. On the premise of following market rules, enhancing financial inclusion, the availa-
bility of financial service should be improved for disadvantaged groups and underdeveloped
areas.

9. The international cooperation of financial consumer protection should be advanced to
learn from experience and lessons of developed countries.

10. The BIS should establish a Financial Consumer Protection Committee to promote
financial consumer protection in member countries. In assessing financial sectors’ of member
countries, the IMF and BIS should include financial consumer protection into assessment

indicators.

In terms of financial institutions:

1. To improve information disclosure and fully protect the rights of consumers to
acknowledge.

2. To improve consumer complaint response mechanism within the financial institutions.

3. To cooperate consumer associations in complaint investigations and mediation.

4. To value the role of media in public inspection and to cultivate better capability to
respond to the media.

5. To establish database of consumer complaints. Frequently complained products and
services should be rectified.

6. To strengthen financial consumer protection in banking cards.

7. To improve consumer credit information management.

8. To bolster financial consumer protection in RMB currency circulation.

9. To carry out financial education in line with financial products.

10. Under current credit environment, legitimate rights and interests of financial insti-

tutions should be protected as well.

Materializing research results, the PBC Xi’an Branch embarked on pilot pro-
gram of financial consumer protection:;

1. On August 18, 2010, the PBC, Xi‘an branch issued The Instructive Notice to
Strengthening Financial Consumer Protection in Shaanxi (the PBC Xi’ an Branch Document
[2010] No. 178), proposing 12 measures to strengthen financial consumer protection.

2. On September 8, 2010, the PBC, Xian branch issued The Notice of Launching
Reporting and Sharing System for Financial Consumer Complaints in Shaanxi (the PBC Xi’ an
Branch Document [2010] No. 198) to established a platform of case reports and sharing of

consumer complaints.
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3. The pilot program for financial education in rural areas has been promoted in three
counties in Shaanxi Province (to be expanded to six counties in the second half of 2010),
which was affirmed by the PBC headquarters.

4. Comprehensive assessment system on county-level financial services, “credit + financial
service + macro environment” ( CSE) model, has been applied in ten cities in Shaanxi to
encourage financial institutions to improve financial services to the vulnerable in a market way.

5. The Program for Promoting Financial Consumer Protection in Shaanxi Province has
been worked out. The pilot program has been carried out and expanded smoothly in Xi’ an,
Weinan and Hanzhong. The hotlines for consumer complaints have opened to the public.

The Financial Consumer Protection Committee of Xi’ an Branch has been set up with a
Protection Center in the Research Department during the pilot period.

The Protection Center has established the coordinated mechanism with Shaanxi Consumer
Protection Association.

6. On March 2011, based on the pilot programs of financial consumer protection in
Xi’an, Hanzhong and Weinan, the PBC Xi’ an Branch expanded the pilot program to the
entire Shaanxi Province.

7. With permission of Fed, the research team translated Revisiting CRA ; the Perspec-
tive on the Futures of the Community Reinvestment Act into Chinese version with over
400000 words. The CRA Seminar was held in Xi’ an with the joint efforts of Xi’ an Branch
and the Federal Reserve Banks of Boston and San Francisco. The Chinese version of Consumer
Compliance Handbook of the Fed is under translation and will be published at end 2010.

Beyond that, the research team submitted a report to relevant agencies. It is advised in
the report that the World Bank CGAP should rectify its inappropriate assessment on China in

Financial Access 2010 while assessing the financial consumer protection in each country.
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