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Publication Statement

This research report is the 19th annual China Capital Markets research re-

port, which is composed by Professor Wu Xiaoqgiu director of the Finance and
Securities Institute (FSI)

thematic report, it was submitted to “the 19th (2015) China Capital Markets Fo-

and experts from FSI research team. Also, as the

rum”, which was hold by Renmin University of China on January 17, 2015.

Professor Wu Xiaoqiu organized the writing of the report, read the core con-
tents after the completion of the writing and finalized the last version with certain
necessary amendments. Professor Zhao Xijun reviewed the English version and
put forward some constructive suggestions.

This research report received substantial supports from the Social Science
Department of the Ministry of Education. The serial China Capital Markets re-
search reports, which are composed by Professor Wu Xiaoqiu, have been selected
as a sponsorship project of Philosophy and Social Science Research (Develop-
ment) by the Ministry of Education since 2011. Also, this research report ob-
tained enormous assistance from Xinyuan Real Estate Co. , Ltd. , Huarong Secu-
rities Co. , Ltd. , Capital Markets and Renmin University Press. We would like
to thank the institutions mentioned above.

This research report reflects the main opinion of the chief author, Professor

Wu Xiaoqgiu, as well as FSI on the internationalization of China’s capital markets.

Finance and Securities Institute (FSI) of Renmin University of China
February 17, 2015
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Key Point

China is a great power and the Chinese economy is an economic power,
therefore, China must build a financial power to match the major economy. The
financial power, which China requires not only calls for efficient and powerful re-
source allocation capability, but also needs a good risk diversification mechanism.
Moreover, the financial power must be opened and internationalized. There are
at least three basic elements for the establishment of the financial power.: first, a
developed, transparent and opened financial market with good liquidity, especial-
ly a capital market with wealth management function; second, financial interme-
diaries or financial institutions with a global vision and market-oriented innova-
tion capabilities, which can effectively meet the diverse financial needs of custom-
ers; third, the RMB with international influence, global free flowing capability
and wealth reserve capacity. In these three structural elements, the wealth man-
agement function plays the most crucial and fundamental role.

As the cornerstone of the financial power, the strategic objective of the Chi-
nese capital markets’ future must be the development of an international financial
center. The international financial center, which China seeking for is not (or not
primarily) a currency trading and clearing center, nor a currency pricing center;
rather, it is a wealth management and trading center with RMB-dominated as-
sets. Indications show that China has becoming a new world financial center, a
new growth pole of global finance. Based on the strategic objective, expanding
liberalization and promoting internationalization have become the focus of the
Chinese capital markets’ future reform and policy adjustment.

In the Chinese capital market liberalization and internationalization process,
the following problems are unavoidable and must be resolved: the strategic objec-
tive and the functional orientation of the market’s future development; alterna-
tive paths and the corresponding prerequisites for the market liberalization and
internationalization; how to improve the legal system and market rules; how to

adjust the listing policy to revitalize market assets; how to increase the invest-



ment proportion of international (foreign) investors; how to upgrade the interna-
tional competitiveness and market influence of Chinese investment banks (securi-
ties firms) ; how to evaluate the market risk in the process of liberalization and
internationalization; how to strengthen the regulatory cooperation of internation-
al securities markets; what kind of competitions will be brought into the geopoli-
tics and global financial centers with the development and internationalization of
the Chinese capital markets; and how to strengthen the coordination and coopera-
tion with other markets. All the issues related to the liberalization and interna-
tionalization of China's capital markets are involved in this study. Also, the au-

thor puts forward theoretical explanations and policy recommendations in it.
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