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Abstract

Economic globalization and financial internationalization are con-
ducive to the economic development of both individual country and the
whole world; however, they also intensify the competition of international
banks and strengthen the relationship among financial markets. As a re-
sult, financial risks can easily shift and spread from one country (region )
to another, which undoubtedly pose a severe challenge to each country’s
banking supervision system and international coordination and coopera-
tion. With China’s entering into the World Trade Organization (WTO0),
the reform and development of China’s banking supervision system are be-
coming more and more imperative.

How to strengthen and improve the banking supervision system,
which is an important component of financial management, is a major the:
oretic and realistic issue. In view of the above circumstances, the author
discusses, by using the modem economic and financial theories, some su-
pervisory issues of international banking in economic globalization. The
follows are the main conclusions. Due to the intemal and external contra-
dictions of financial system, implementing strict supervision on banking is
a realistic and objective system choice for each government. Innovation
and development of banking accelerate the transition of banking supervi-
sion system from segregation and simplicity to diversification and complex-
ity. Innovation and supervision of bank are the identity of opposites, both

constitute a kind of dynamic relation of game. Since there exists a too ~
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way interaction between monetary policy and bank system, monetary au-
thority and supervisory authority should cooperate with each other so as to
increase the efficiency of supervision. Though diversification model of
banking supervision can realize scale economy and reduce cost, it also
causes inflated departments and internal adjustment difficulties. The es-
tablishment of inter national banking supervision frame is conducive to the
improvement of supervisory level. However, due to the differences in su-
pervision system and policy as well as interests of each country, it is diffi-
cult to solve many existing policy and technical problems. The flow of in-
temational capital enlarges macroeconomic fluctuation and influences
banks’ stability in many ways, which complicates bank supervision. The
formation of financial groups, which results from bank’s acquisition activi-
ties, confrontis supervisory authority with the contradiction of segregated
and mixed supervision. The development of transnational banks challenges
supervision because of such issues as the segregation of supervisory re-
sponsibilities between home and host countries, the determination of su-
pervisory criteria, the cooperation of international supervisory organiza-
tions, and so on. One country should build up a supervisory system of va-
riety levels, including govemnment supervision, bank intemal control,
banking industry self discipline and soctal supervision. The supervision of
international banking requires perfecting common supervisory criteria, im-
proving the “lender of last resort” function of international organizations,
increasing financial transparency and consummating intemational financial
system. Since China is about to enter into the WTO, it is necessary to
work out financial safety strategy, strengthen the legal measures of bank-

ing supervision, and establish and perfect a sound supervisory system.
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