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Abstract

Based on an in-depth exploration of the financial relorms in the past
twenty years and the path evolutions in China’s financial market, this
paper systematically sets forth the long-term objective of financial devel-
opment in China from many perspectives such as the outside impact fac-
tors, the inner evoluticns of financial function and the market micro-
structure, which is Lo construct a market-based financial system so as to
diversify risk as much as possible in the economy, to provide the econo-
my with necessary liquidity, 1o realize the wealth effect due to economic
growth and to efficiently allocate resources,

We consider that after twenty-year financial reform, China has set-
up some necessaty conditions for a market-based financial system, while
the increase in economic scales, the reform of industry structure and the
endogenous demand for financial market caused hy the increase in house-
hold wealth, have provided with the outside supporting for this change.
Besides, financial culture and the law system in China have also some
kind of effect on the financial evolution in China, Based on these norma-
tive analyses, the author explores in depth the operating mechanism and
the functional structure of capital market, commercial bank, money
market and other financial intermediations within the market-based fi-

nancial system.
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