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Foreword

China Financial Policy Report is an annual research report prepared jointly by the CEIBS
Lujiazui Institute of International Finance and the Institute of Financial Policy, Chinese
Academy of Social Sciences, intended to summarize and analyze the introduction and
implementation of China’s financial policy under the background of international and domestic
economy in the past year.

In 2014, Chinese economy entered the “New Normal”, faced with the “ Three-period
Superimposed” challenge — economic growth shifting period, structural adjustment pain period
and early-stage policy digestion period. In 2014, Chinese finance started the important mission
of “improving the financial market system” in fully deepening reform as required by the Third
Plenary Session of the 18" CPC Central Committee, aiming to build a modern financial system
framework of open economy in a great power from respects of system, mechanism, structure and
institution — in allocation of financial resources, not only make the market play a decisive role,
but also make the government better play the corresponding role. Looking back to 2014, we can
see that, the People’s Bank of China, through asymmetric interest cuts, medium-term lending
facilities and directional reserve reductions, continuously enriched and improved monetary policy
instrument portfolios; the State Council successively issued the Several Opinions on Further
Promoting the Healthy Development of the Capital Market, called as “ New Nine State
Regulations” for the capital market, and the Several Opinions on Accelerating the Development of
the Modern Insurance Service Industry, called as *“New Ten National Rules” for insurance; the
release of the Deposit Insurance Regulations ( Draft for Comments )"V meant that China’s deposit
insurance system came into view; the launch of Shanghai-Hong Kong Stock Connect [ i. e. The

Stock Exchange of Hong Kong Limited ( SEHK) and Shanghai Stock FExchange ( SSE)

1 Note: Before publishing of this report, on March 31, Premier Li Keqiang signed the State Council Order No. 660 Deposit

Insurance Regulations in Beijing, which will be implemented from May 1, 2015.
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established mutual order-routing connectivily | , together with free trade accounts, became two
pillars of China Shanghai Pilot Free Trade Zone; * Internet Finance” was included in the
government work report for the first time; the establishment of the first group of private banks
was approved , etc.

China Financial Policy Report (2015) continued the framework structure of China
Financial Policy Report (2014 ), consisling of two modules: thematic report and dynamic
report. Specilically, China Financial Policy Report (2015) included the following content .

It comes first is two feature articles = * “ New While Plan’ or ‘ New Keynes Plan’ 7”7 and
“Thoughts on the Development Space of New Finance from Internet Finance Perspective”. The
first article discussed the old topic about international finance. Problems existing in the modern
international currency system has its profound institutional reasons, and through reflection, we
put forward the “New Keynes Plan™ and “New White Plan” for improvements — in respect of
economic rationality , the former undoubtedly is with certain advantages, and has a more stable |
more flexible systemic structure. However, subject to path dependence and institutional change
costs, the “New White Plan” seems to have more realistic feasibility, and the optimization path
of the future international currency system is still likely 1o impose certain restrictions on currency
issuance based on the dollar standard, and make certain improvements on the adjustment
mechanism for balance of payments. The second article focused on the new phenomenon of
Chinese finance. Internet finance is a representative of China’s new finance, including third-
party payment, P2P and crowd-funding. The payment system is the most important infrastructure
for a country, so payment institutions, including third-party payment, should stick to their basic
duties rather than conduct “mixed operation™ by engaging in offering financial products. P2P
and crowd-funding most likely represent China’s new finance, i. e. direction of internet finance
development, so they may have broad prospects; however, regulatory policies regarding the
establishment and improvement of information platform, observance with small-amount dispersion
principles and diversified development of credit reference system must be formulated in a timely
manner.

Chapter 3 is the thematic report * China’s Monetary Policy Framework under the New
Normal”. We believe that, the “New Normal™ of Chinese economy and the *New Mediocre™ of
world economy are closely related ; the formulation and implementation of monetary policy is the
core of China’s financial control, which pursues multiple ultimate goals in line with the actual

operation of China’s economic development, and on the basis of mainly playing the role of gross
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control, actively tries the role of structural adjustment. Different practices of major economies
around the world on quantitative easing policy provide inspiration for China’s monetary policy.
The improvement of China’s monetary policy framework should meet the short-term control
requirements of stable financial operation, as well as the objectives of China’s financial reform
and development.

Chapter 1 | Chapter 2 and Chapter 3 form the first section (i. e. thematic report module) of
China Financial Policy Report (2015) , while the second section (i. e. the module of “China’s
Financial Policies in 2014™) of China Financial Policy Report (2015) is formed by Chapter 4 |
Chapter 5 and Chapter 6.

Chapter 4 is the * Macro Financial Policies™ in 2014. This part will review and analyze
monelary policy and policies regarding exchange rate and balance of payments in 2014, and will
also carry out appropriate policy evaluation and outlook.

Chapter 5 is the “Highlights of Financial Market Development Policy™ in 2014. This part
will comprehensively review and analyze the * Banking Markel Development Policy” “ Stock
Market Development Policy ™ Insurance Market Development Policy ” * Bond Market

”

Development Policy ™ * Money Market Development Policy " * Wealth Management Market

“

Development Policy”™ *Financial Derivatives Market Development Policy” “ Commodity Futures
Market Development Policy™  * Foreign Exchange Market Development Policy” and * Chinese
Gold Market Development Policy™ in 2014, and will also carry out appropriate policy evaluation
and outlook.

Chapter 6 is the “ Highlights of Financial Regulatory Policy™ in 2014. This part will review
and analyze the “Highlights of Regulatory Policy of the PBC” “ Highlights of Regulatory Policy
of the CBRC™ * Highlights of Regulatory Policy of the CSRC” and “ Highlights of Regulatory
Policy of the CIRC™ in 2014, and will also carry out appropriate policy evaluation and outlook.

By preparing the China Financial Policy Report (2015), we deeply feel that, China’s
financial reform and opening up was fully deepening and expanding in 2014, and financial
innovation represented by internet finance rose as a whole. Therefore , the scientific formulation
and implementation of China’s financial policy will not only accelerate the “Modernization” of
Chinese finance, but also will gradually affect world economy and finance.

This report is a result of collective research, mainly authored by persons from CEIBS
Lujiazui Institute of International Finance and the Institute of Financial Policy, Chinese

Academy of Social Sciences, as well as other persons from the financial community, revised and
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finalized by Wu Xiaoling and He Haifeng. Persons successively involved in the writing of each
part include; Wu Xiaoling, He Haifeng, Yu Weiguo, Wu Ge, Chu Youyang, Rong Yihua, Liu
Xueqing, Wang Xin, Wang Min, Wang Qi, Gan Zhengzai and Zhu Xiaochuan. He Haifeng and
Yu Weiguo proofread and compiled the Chinese version of this report. He Haifeng, Yu Weiguo,
Yu Yue, Zhou Xiaosong, Shi Guanglong, Wang Xin, Zhu Xiaochuan, Wu Jiangang and Li
Xuejing proofread and compiled the English version of this report. Yu Weiguo edited the format
of this report. We highly appreciate the rigorous work of Director Wang Xiaoduan and Editor
Zhang Chao from China Financial Publishing House.

We always look forward to various criticisms and suggestions.

He, Haifeng ( Preface)
Executive Vice President of CEIBS Lujiazui Institute of International Finance
Director of Institute of Financial Policy of Chinese Academy of Social Sciences

March 29, 2015
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