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Lesson One

The Banking System and Recent

Monetary Reform in China

The scope of monetary reform in China perhaps can be best
understood by first briefly outlining the banking sector existing before
1978,

The Banking Sector in New China Before 1978

The establishment of the People’s Bank of China on the basis of the
merger of the North China Bank, the Beihai Bank and the Farmers
Bank of North West on December 1. 1948, marked the beginning of
the founding of the banking sector in New China. Since then, a number
of regional branches and sub-branches were set up on the basis of the
banks in the liberated areas and replenished by the confiscated financial
institutions originally managed by Guomingdang government, including
those controlled by the “Big Four Families” as well as the banks run by
the Guomingdang provincial, municipal and county governments, The
only exceptions were the Bank of China and Bank of Communications
that retained their names. but the business of the latter on the mainland
ceased in the late fiftics.

‘ After the whole country was liberated, in the banks with joint
official and private equity, such as the Sin Hua Trust and Savings
Bank, National Industrial Bank of China and others. the shares aof the
Guomingdang government were confiscated but the private shares were
recognized. These banks became the tirst joint stafe-private enterprises
with sem(irsocialist nature, In Degember 1952 all joint ownership banps

. b
P



