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I. TEXT
1+ The Banking System in China

(In China the entire structure of the banking system is
in the process of change. There is a dialogue between Mr.
wang, an official from the People’s Bank of China and a
Bank delegation from U.K.)

W :Good morning and welcome to PBC,it is a pleasure to

~ make your acquaintance. My name is Wang Tao.

D. Mr. wang,the pleasure are all ours, We are honoured to
have the chance to visit your bank. As we know, your
country has its first central bank law recently,is it right?

W:Yes, After a long drafting of 16 years starting from
1979, the National . People’s Congress session finaly
passed the Law on the People’s Bank of China on march-
18, 1995.

D: Does that mean your bank,the People’s Bank of China
will act as the central bank of China?

W:You are right,the People’s Bank of China is the central
bank of the People’s Republic of China. All capital of the
PBC is allocated by the state and owned by the state.

D: What are the functions of PBC? ‘

W . As central bank,PBC will formulate and implement mon-

etary policies, execute supervision and control power

1



over the banking industry. In our country under the

leadership of the State Council, the main functions of

PBC are as following ;

One is to formulate and implement monetary policies.

Second is to supervise and administrate banking institu-

tions in accordance with regﬁlations and laws.

Third is to supervise and control the financial markets.

Fourth is to promulgate ordinances and rules concerning

. financial administration and business.

Fifth is to hold , administrate and manage the state for—
_eign exchange reserve and bullion reserve,

Sixth is to manage the state treasury.

Seventh is to maintain the normal opéra'tien of the sys-

tems for making payments and setting accounts.

Eighth is to be engaged in relevant international bankmg

operations in its capacity as the ‘central bank of the

state. ‘ .

- Ninth is to be responsible for statistics, investigation,
“analysis and forecasting the whole banking industry of
Chma and the world, (

D. Does PBC operate any bankmg busnness?

W :Being a central bank ,the PBC dosen’t operate any busi-
ness directly, but the PBC may us"e the financial instru-
ments to implement the monetary polices. |

D: I understand, what kind of monetary polices instruments

your bank may use?



W.:They are including adjusting the base interest rate and
the minimum deposit reserve proportion, regulating re-
discounting and open market operations.

D: Supervision and control of banking institutions and their
business are very coniplicated job, even in the developed
countries. How do you take this?

W : According to the central bank law,the PBC has the right
to exame and approve the establishment, change, termi-
nation and scope of business of banking institutions
which should submit to the central bank. Because the
central bank has been empowered to audit,check and su-
pervise the banking institutions.

D: What is banking system of China like? As in the U.K. ,
we have the Bank of England as the central bank,under
it we have domestic and foreign commercial banks,mer-
chant banks and institutional investment funds.

W:Yes, in China as you know swhen China lanched its drive
for reform and opening up, the banking system is on its
way of change. During the several decades of planning e-
conomy , never did the central bank of China have such a
power to work independently, on the contrary, it was
very often subject to administrative intervention by local
govenments in the process of its formulation and execu-
tion of monetary polices. In order to better meet the de-
mand the econonic reform,the new banking system is

taking shape, so now we have our central bank as we



W.

b,

mentioned just now. Three domestic policy banks have
been set up last year. And the former four specialized
state banks are on their way of transforming into the
state commercial banks. Also there are newly emerged
commercial banks like CITIC Industrial Bank, Shenzhen
Development Bank and other banking institutions such
as investment bank, investment comparnies and securi-

ties corporations ete.

: Thank you Mr. wang. Thank you very much for answer-

ing eur questions.
Not at all. I am very glad to have all of you here. I hope

you will come again.

‘We hope so. Good—bye.

Words and Expressions

entire a. £HY, WA

banking system HiF{kE

in the process of change ZEAE{kth
be honoured to FEH .

central bank law thUtR{TE

the

National People’s Congress A Eﬂikﬁ

allocate vt. #&EK,AL%

own vt. ﬁ v%ﬁ

formulate vt. 8,52
implement vt. L, B
monetary policies % B
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supervision and control B MEHE
the State Council E &
administrate vt. ¥

promulgate vt. $fi, A 70

reserve vt. & nERE

state treasury [ &

instrument n. FB,TH

rediscount n. FFE5IL

open market operations AFFHFLE
Complicated a. & &

termination n. )& ,%& 1k

submit to AR M, MM

lanched one’s drive & FiHE4T
intervention n. F#,FH:

Notes

—. To make one’s acquaintance ZEiHF A
q =i

=to make the acquaintance of sb.

—. be honoured to do FHEE(HFFEREEH)

] : We request the honour of your company at dinner.

EEER LR, GENHE

[1]

in accordance with &e-ee-—3 ;LR

# :in accordance with the principle of equal benefit

HRL4% - 45 5 1) 44 [ )
. policy bank HEHTT
BITEER ST 45K



.

e
AY

HREBIT
E K W7
BURMAT
Rl g
FIARIT

BHRET

central bank (B K& EHITHIRIT)
state bank GEAR—ER P RET)
policy bank

Commercial bank (&% —f& 7. /& ?Ea
K% 4:08: T 5y

Merchant bank (ZEE %8 3EW ik £ 197
N2 Y5

investment bank (¥ H ’g‘ﬁ 13@!‘ N 25
[: XX 359

setup FFar, 3L
) : The glass works was set up in 1958.

XA BTF 1958 4.

on one’s way of -

Exercises

1. Answer the following questions:

a)Whom is Mr. Wang Tao talking with and Where are
they come from?

b)Explain the main functions of the central bank?

c)How dose PBC supervise and control the banking insti-

tutions in China?
d)Is the People’s Bank of China a commerclal bank?

What is it?

e)What is the new banking system like in China now?

2. Make a short speech briefing the new comers to the

- banking system of China.
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. Make a dialogue between a stuff from the PBC and a

business man from foreign country on the functions of

the Chinese central bank.

. Translate the following into English.

DG, REMEERE.

QO HBITRERHFILS2WHRT .

GOPERMERY BRRRERTHENEZ, X2

. prik.
WOHFEARBIREMERMIAERLILFLEEESE

B, g4PSml ek, BRET.

GIREHBRITHRREM BN

(OFEARBAIFENFRET HeBREAHER

. W, BTEHRHKE.

(DAEFHLOEPEHLF RPN EERESFEEL.

. Reading material.

THE UNITED KINGDOM

The Bank of England (BOE), the Central Bank,acts as
banker to the government and public sector agencies,
but does not act as a bank for firms or individuals. The
Bank of England issues bank notes, manages the na-
tional debt and supervises the securities market. The
Treasury,on the other hand, exercises overall control
over the conduct of all financial institutions.

‘ The BOE implements'monetary‘policy through (1)
changes in the official rediscount rate, (2) interventions
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in the open market, (3) bank reserve requirements,and
(4) qualitative controls such as credit restrictions for
certain type of borrowers. The growth in money supply
is measured predominately by the sterling M —3 yard-
stick. " . '

The Bank of England regulatés the ratio of cash to
deposits that commercial banks hold ,and this puts con-
trol of the volume of deposits in the hands of the Bank
" of England. The Crown appoints the governor, deputy
governor,and all the directors of the Bank of England,
the Treasury has statutory powers over the BOE,and it
in turn has authority over various activities of the com-
mercial banks. The Treasury thus is enﬁrely responsi-
ble for monetary policy,this occurred largely as a result
of Treasury direction of war finance,and was formally
recognized when the Bank of England was nationalized
in 1946 in the Bank of England Act. The Banking Act
of 1979, which took effect on 1 october 1979, revised
the Bank of England’s supervisory responsibiliﬁe’s. New
deposit —taking businesses have tb be authorized by the
BOE as either banks or licensed deposit — takers. The
BOE published a list in 1981 that differentiated be-
tween 281 recognized banks and 297 licensed deposit-
takers,and thus caused controversy regarding which in-
stitution belongs in which categofy. The BOE has also

issued a series of papers, one of which (on bank liquid-

L3}



ity) has caused considerable consternation in the indus-

try. The BOE justifies its concern about bank liquidity

because banks have been increasingly making longer

term loans while relying on short —term deposits, but

an “initial integrated test of liquidity” proposal upsets
* many bankers.

Recent changes in the banking system include a de-
cision to shift the emphases in open market operations
from lending and dealing in Treasury bills toward deal-
ing in eligible bank bills —bankers’ acceptances issued
by accepting houses,clearing banks,and some common-
wealth banks. When there is a shortage of credit,and
discount houses are obliged to sell bills to the bank,
they are now required to name a price,which the BOE
can turn down. Another major aspect of the new system
was the suspension of the minimum lending rate
(MLR). Although the BOE infrequently loaned to the

_banking system during 1980 and 1981, fears were ex-
pressed that the absence of a publicly expressed official
view of a market interest rate could have damaging ef-

fects on the economy.

Notes

the Bank of England (BOE) #2447
M—3 yardstick |~ X H LB B IRAE
treasury n. B FE[T— 0 BF



. ~act n. y&&’&é

controversy n. i, Gt
consternation n. HERNHE,HB
integrated test of liquidity Wsh#:4&E4 Wik
minimum lending rate(MLR) B{fH#kf]xK
eligible bank bills &#RITERE
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* 2+ Bank of China

(The Bank of china is a state—owned enterprise and is

a specialized f;
of china. It ha

oreign exchange bank of the People’s Republic
s the longest history among the present banks

in China, The following dialogue is quoted from the meeting

_ conversation between the manager of the International De-

partment, Mr. Li and his clients Mr. Jonathan from New

Zealand. )
Mr. Li:

Mzr. Janathan;

Li:

Jonathan,

Very glad to meet you again since our last
meeting in New Zealand in 1993. How are
you? ‘
I am fine,thank you.I am pleased to have this
opportunity to come to Bank of China,the old-
est bank in China.
You are always welcome. Our bank has the
longest history among the present banks in
china. Tts predecessor was the Treasury Bank,
established in 1905 which,in 1908,changed its
name to the Bank of Great Qing. In January
1912 Dr. Sun Yat sen, the interim president of
the Public of china,approved that the Bank of
Great Qing should be transformed into the
Bank of china.
Oh,I see I have heard that the present special-'
11



Jonathan;

Li;

12

ized bank would be transformed into the state
— owned commercial bank gradually on the
decision passed by the Third Session of the .
Fourteenth Party Central Committe in 1993.
What are your bank’s new measures to achieve
it? '

Well. Bank of china has carried out the policy
of asset and ratio management and risk man-
agement. adopting from the common practice
of the international commercial bank in order
to unify with the international financial mar-
ket. And from then on ,I think Bank of china
has entered into a new historic development
period. ‘

That’s really a great forward on management
policy. And being a famous international
bank , Bank of China has made a rapid develop-
ment in recent years as everybody can see in-
cluding setting up more domestic and overseas
branches, establishing correspondent relation-
ship with more banks in the world,and train-
ing a great deal of staff members with long
yeafs of service and business experience etc. ,
With these I think Bank of China will extent
its business to a broader range.

Thank you to say so. Actrally in line with the



