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Foreword

China Financial Policy Report is an annual report jointly produced by CEIBS Lujiazui
Institute of International Finance and the Institute of Financial Policy, Chinese Academy of
Social Sciences, with a view to summarizing and analyzing financial policies released and
executed in China in the previous year under the context of economic performance of the world
and the country.

For China’s economy, the year of 2015 marked the ending of the 12" Five-Year Plan
period and is vital to comprehensively deepening reforms. On one hand, given the complex
international environment and the continued downward pressure on China’s economy, the
government adhered to the general principle of seeking progress while keeping performance
stable, and achieved a medium-high-level growth rate of 6. 9 percent. On the other hand, the
government persisted in reform and opening up, deepened structural reform, and implemented
the strategy of innovation-driven development at a quicker pace. It is proposed in the 13" Five-
Year Plan to develop the vision of “Innovation, Coordination, Green, Opening-up and
Sharing”. Against the backdrop of complex economic and financial conditions and divergent
policies around the world, the capital market and the foreign exchange market of China
experienced a spell of turbulence. Yet, the financial regulators managed to comprehensively
deepen financial reforms and resist financial risks by applying pertinent macro regulation to the
financial sector. Looking back to 2015, we are glad to see the inclusion of the RMB in IMF’s
SDR basket, the crucial progress in interest rate liberalization, the official implementation of
the deposit insurance system, four RRR cuts ( five targeted RRR cuts) and five interest rate
cuts introduced by the PBC, the repeal of the loan-to-deposit ratio stipulation along with
accelerating credit assets securitization, wild A-share swings and concerted rescue efforts by
several regulators, the founding of the China insurance investment fund, the successful rollout

of the reform of development and policy financial institutions, clearly defined regulatory
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principles and duties for Internet finance, an array of practicable and reproducible experience
derived from ongoing financial reforms in China ( Shanghai) Pilot Free Trade Zone, among
others.

China Financial Policy Report (2016) is structured the same as China Financial Policy
Report (2015) , comprised of two parts, i. e. , thematic report and dynamic report. To be more
specific, China Financial Policy Report (2016) is made up of the following sections.

Chapter 1 is the thematic report, “ Evolution of Internet Finance in China and Its
Revelation”. Internet finance based on the new-generation Internet technologies such as big
data, cloud computing, mobile payment, social networking and search engine has boomed and
posed profound influence on financial products, operations, organization and services in recent
years. In our view, the Internet finance, evolving from finance in essence, does not change such
core elements of finance as currency, credit and risk management. Different patterns of Internet
finance are thriving in China, including Internet bank, online P2P lending, crowd funding,
Internet financing, consumer finance, mobile payment, BAT and Internet insurance. These
activities have exerted positive influence as well as some negative impact on China’s financial
sector and economy. In future market-oriented financial reforms and development in China, it is
equally important to boost innovations in Internet-based financial products and patterns and to
put in place financial regulatory systems and mechanisms adapted to the rising Internet finance,
for example, the shift from institution-based regulation to function-based regulation.

Chapter 2 and Chapter 3 are two feature articles, “Application of Data and Development of
the Financial Sector in the Big Data Era” and “Change Regulatory Philosophy, Drive Financial
Reforms and Improve Financial Service Quality”. Feature article 1 points out that data is
becoming an essential resource driving economic growth and social development, and the
principles, implication and representation of data ownership deserve our attention and must be
made clear. How to use big data effectively to lower the cost and improve the efficiency of
financial services? First of all, access to public data should be made available as early as
possible to lower the running cost of society. Second, public data resources should be made the
most of to uncover useful information and lower the cost of information gathering for society.
Third, independent third-party agencies should be encouraged to provide credit reporting
services. Fourth, credit reporting should be predicated on the protection of legitimate rights.
Feature article 2 discusses financial regulatory reforms in China. The regulatory philosophy is

readapted to guard against systemic financial risks and protect financial consumer rights. First,



Foreword

growth is the consequence of market players’ behaviors, while regulators are liable for preventing
systemic risks from happening. Exposures of individual risk are a natural concomitant of market
development. Next, innovation is a growth booster and an act of market players in response to
market demand. Third, responsibilities should be assigned to regulators with the view to
preventing systemic financial risks. In structuring a regulatory framework adapted to modern
financial market development, three key points are worthy of remark. First, the regulatory
framework should be improved by sticking to basic financial logic and factoring in market growth
needs and path dependence on historical evolution. Second, accountability must be clarified, to
uproot the malady of coexistence of over-regulation and buck-passing. Third, the rule of law
must prevail in financial regulation. A negative list may stake out the bottom line of financial
activities and act as a catalyst to tap into the potential of financial services and vitalize the
economy.

Chapter 1, Chapter 2 and Chapter 3 form Part I of China Financial Policy Report (2016) ,
while Part II, China Financial Policy Report in 2015, is comprised of Chapter 4, Chapter 5 and
Chapter 6.

Chapter 4, Macro Financial Policies, presents a review and analysis of monetary policies,
exchange rates and balance of payments policies in 2015, and a brief Policy Evaluation and
Outlook at the end.

Chapter 5, Highlights of Financial Market Development Policy, presents a comprehensive
review and analysis of Banking Market 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 Gold Market Development Policy in 2015, along with Policy
Evaluation and Outlook at the end of each subsection.

Chapter 6, Highlights of Financial Regulatory Policy, outlines and analyzes 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 2015, also
ended with a brief Policy Evaluation and Outlook in each subsection.

In preparing China Financial Policy Report (2016), we keenly sensed that multi-faceted
innovations in products, market and business patterns are unfolding in China’s financial sector

and Internet finance is influencing traditional financial patterns in 2015. The volatility of the
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capital market and the foreign exchange market warrants continued efforts on deepening financial
reforms. We are looking forward to the formation of China’s financial policy framework,
especially a modern financial regulation framework, while deepening innovations and reforms of
the financial system in China.

The report is a fruit of teamwork, with contributions from scholars at CEIBS Lujiazui
Institution of International Finance and the Institute of Financial Policy, Chinese Academy of
Social Sciences, and some professionals from the financial sector. Wu Xiaoling and He Haifeng
then edited and finalized the report. Authors of the report are, Wu Xiaoling, He Haifeng, Yu
Weiguo, Chu Youyang, Rong Yihua, Liu Xueqing, Zhu Xiaochuan, Wang Xin, Wang Min, Li
Qingyun, Gan Zhengzai. He Haifeng and Yu Weiguo proofread and unified the Chinese version.
He Haifeng, Yu Weiguo, Zhang Jiao, Zhu Xiaochuan and Wang Xin proofread and unified the
English version. Yu Weiguo edited the format of the report. The devoted and rigorous work of
Wang Xiaorui, Director of the Editorial Board, and editor Zhang Chao from China Financial
Publishing House, is highly appreciated.

Any comment or advice is welcome as ever.

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, 2016



H

oY)
FEMESEBLE
Eﬂﬁ% *Eﬁﬂﬁﬂﬂ@&gﬁﬁ;‘ﬁ ......................................................... 3
—, BIERIEREBGACTER corvonsrs srssnesserssvsssnnnonumessrounessons sunsvnassnntyssssvonnassssannssos 3
= HETRERERERYEIR «ooceroosenreecssoromsotsmtsimmsonssesstsneisttssssissssasssesassase 3
= FIEPIETRRBYRT S oooorsssossssrucnsnsstmsnonsorssncsssnsssssssasssssssassssssssnsssnnsssansons 8
QH\ q:@%ﬂa&i:ﬁgﬁm%mmﬁwbq ...................................................... 8
Fi, fBEELEIS ceeveeceerrernntritutiiiii i sttt st s s 13
BEAETLRIR  vooteeesonsusssisaintonensnonassosesnsressssanssasansssasssontros s ur s eesaryereNRL sesns 13
gﬂiﬁ_ kﬁﬁﬂ#ﬁﬂ‘]ﬁﬁﬁiﬁﬁ'—'ﬁﬁﬂﬂkﬂ‘]ﬁﬁ ....................................... 15
CEXET: AELAEES BHEEBKE RACHWRERE o 17
T8
2015 EEPESME RS
MG RBIBIEE  covvvvverrrerrrrr i s 23
v, BETIRRE  soossessmuossunamensvmnsusavanass asn susnsmsss s s emass sas sssosalisses Vs nessuernbs R atss 23
= CESERRBCEAIRHIIE  ccooooeeerrereeroiiii e, 28
FTELSWMATIFEIRIIE -oooooeeererrrerrmrmrem e 33
e BT TR BHIEE coorreeerecsormnimmmimmmininesiiitmseissemioissasssisssssssnmoeens 33
T BEETIGRTBIHIE cooooocerrrerrresiiiiiiii s 40
=, RBTHIBRIBIBHE +ooreerrveressassssssunmossssstsiosssesssosstsssnsssssassssssnssssasassssns 45
P, FEETTIRIBHIIE ---oooeeerererrmemmrssseettit it et 52
T, BTTIHERBBUE ooocereeerrrreseeroetttmissrieneean 57
A, MESHEHIGRIBHIE -oooorrrerrrrreersrommanniniiiiiiimiio. 64



G _+memunns (20/5)

2. SERE BATIRR R, oo onmmrsmrer sevsrrsmmmi s os sk AT b a 73
I\, BB RBIIIE oo 75
g sk T —— SRS N 81
F. ST ERRIEED v svnomesmmnssesmenns s s s v s oS SRS AR s e SSEE ST 84

FTEEINIEBERIE  +ocvavincss cnvemmmns cocevommrrrss surssmsepsry Expeesmssas (s smsbitins s As R bassS 86
—, PEABRBUTEERIRHIR  «soammmroenccmommmamiras s commrmmeans sssnearans sionbsa sy 86
T PEEBESEBEIEEBIIR oo 91
= PEIEE S FEEILEFHIIR oo 97
DO o AL B AT M <« ccosssanansossnnnnnsannnnssanenias onsbosmosansnsssonsnnmme aness 100



English Version

Part One Thematic Reports and Feature Articles

CHAPTER 1 Thematic Report: Evolution of Internet Finance in China and

Its Revelaﬁon ........................................................................

=285 -

Relerences: (ciests i minstmSu e aisaiass sy sassamaanes s i Sasbimhas st s obn seianians wssion

CHAPTER 2 Application of Data and Development of the Financial Sector

in the Big Data Era ...............................................................

CHAPTER 3 Change Regulatory Philosophy, Drive Financial Reforms and

Improve Financial Service Quality .............................................

I. Change regulatory philosophy ««««ssssssssssseeseeeeininniiiiiiiii

II. Structure a regulatory framework adapted to modern financial market development,

tap into the potential of financial services and vitalize the economy — =+-«reeeeeeeenees

Part Two China’s Financial Policies in 2015

CHAPTER 4 Macro Financial Policies :-:ccecerererreetetieitieitieititieiticitetsaicnecneens
I S Monetary POlle ..............................................................................
H . Exchange Rate and Balance of Payments Pollcy ..........................................

T N . T T R ———
Fwclution of Trternet, Finaies 15 CHIRg,  sxsrevmsesesii s iomnsms s spmmes vags
Significance of Internet Finance «++++++-+eeeeeerermmmmmim s
Rethinking of Internet Finance amid Financial Reform in China = «--ecceeeeeeeeeneenes

COnOUEiOng  »ossmmmmmes ssms § vosueinesss SAnmaswasinl LA RTEBERE CAaemNsBwARS SURBHEIEES TS



G TEeMEERE (20/6)

CHAPTER 5 Highlights of Financial Market Development Policy «:+-:«+:«+tseeseseess 159
[ . Banking Market Development Policy — ««++eeesesssermmnniiiiiiiniiiiiiiiiiiieeecnnees 159
II. Stock Market Development Policy — «««-s+sseesessssemnuiiiiiiiiieniiiiiiieiiieiieeeeeeeene 169
II. Insurance Market Development Policy «++++eeeeeessesseerrmmmmmiiiiiiiiiiiiiiieneee 175
V. Bond Market Development Policy — «+++esseessessssssesieiiiiiiiiiiiiiiiiiiiiiiiiiiniennene. 185
V. Money Market Development Policy «««+++eeeeeerunsseeriiimiiiiinniniiiiiiiie 193
VI. Wealth Management Market Development Policy  «+++s+++sssssseessesssesesssanusnunns 203
VI. Financial Derivatives Market Development Policy «««+++esssseesseessseenuesnuennueenn. 215
VI. Commodity Futures Market Development Policy ««-+««+sssseeessueeesmeesnuennnueennn. 517
IX. Foreign Exchange Market Development Policy  «++++++sssssssesssesssessuesasssenuennss 225
X. Gold Market Development Policy «++++-ceeteerrerrmmmmurummmnmununiisessadiniininiinnannnnns 230

CHAPTER 6 Highlights of Financial Regulatory Policy «++-++-++ssesseesesueesiesueannnn. 232
[ . Highlights of Regulatory Policy of the PBC ««+«seeesessemuummunmuuuniiiinnnereeeeineneenn 939
I. Highlights of Regulatory Policy of the CBRC :ecccesecesececesacecnctcacncssscccacscncnons 240
I0. Highlights of Regulatory Policy of the CSRC «++++ssssreeessumeeesaniuueeernniirernnnnnnes 249
IV. Highlights of Regulatory Policy of the CIRC ~ -+++eeeesssssusmreeeeesssniusiireennnnnnenes 255

ReferencCes -ccccceececcceecccteteteeccsesceetsescostostsssssoscssssssssssssssssssssscssccsccssssasssans 274



25

FHEERES
EHNE



