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Publishing Description

This report is the annual report on China capital market develop-
ment by Finance and Securities Institute (FSI), Renmin University,
Presented on the Sixth China Capital Market Forum: Grand Trend of
China Financial Industry: Openess and Cooperation between Commer-
cial Banks and Securities Firms.

This report is chief-authored by Professor Wu Xiaoqgiu, director
of FSI, and cooperated by exporters in FSI. It’s one of a serial re-
search of State Key Social Science Research Center Project “Capital
Markets in Modern Financial System”. Many professors and exporters
provided supports and comments to this report, they are HuangDa,
Dong Furen, Ji Baocheng, Cheng Tianquan, Wu Xiaoling, Jiang
Jianqing, Wang Jianxi, Zhuli, Feng Huiling, ChengGong, Wang
Chuanlun, Hu Naiwu, Zhou Shengye, Du Houwen, Yang
Kaisheng, Weilie, XiePing, Han Zhiguo, SunJie, Dong Wenbiao,
Cheng Naijin, Takeuchi, Cao Fengqi, Liu Huiyong, Wang Dayoug,
Wang Guogang, ChengHuai, Bei Duoguang, Shi Xiaoming, Ma
Qingquan, Xia Liping, Wang Lianzhou, Wang Guanggian, Wang
Songqi, Zhan Xiangyang, ZhuMin, Ling Yixiang, Liu Jipeng,
Tang Shisheng, HongQi, Shi Guangyao, Liulang, Liu Zhiqgiang,
Kawahada, Yue Zhimin, TangMin, Zhou Chunsheng, Liu
Lisheng, (Gao Peiyong, He Yaoming, Hao Lixing, Wu Qiantao,
Guan Wei. The report sponsored by State Key Social Science Research
Center, “China Financial policy Research Center ”, and academically
supported by Renmin University, China Financial Society, China
Bankers Association, China Securities Association; supported by Chi-
na Galaxy Securities Company, China MinSheng Bank, China Securi-
ties Daily, Nomura Securities Company, Taiyang Securities Compa-

ny, Jing Xin Securities Company, and Renmin University Press
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House. We are deeply grateful for all of their support.

Dr. Qu Qing and Zhuang Yumin helped Professor Wu Xiaoqiu to
revise the report.

This report represents our views on the corporation between com-

mercial banks and capital markets in China.
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Views in summary

Financial structure is changing dramatically, which can be ob-
served from many aspects. The forces promote this change come from
the development of capital markets, which provided the financial sys-
tem with a variety of new business and sources of profit.

Although China capital market growth rapidly in recent years, its
potential crisis become clear due to the weakness of micro-bases, out-
side system and operation pattern. Innovation is of crucial importance
for the further development of China capital markets.

On the other hand, China commercial banks system is facing se-
vere difficulties in its traditional framework. Its only one choice is to
presume market-oriented reform, especially to cooperate with capital
markets.

Capital markets can not growth further and sustainably without
the business lines changing and assets structure adjustment. Banking
system will lost its competeness and becoming much weaker without
innovation in instruments and business. The cooperation between
commercial banks and securities is one of the must choice for China
capital market to overcome its potential crisis, and the internal re-
quirement for commercial banks to enhance its competeness as well.

The views expressed in this report cannot be simply concluded as
universal banking system, neither that commercial should provide fi-
nancing services for capital markets. What we suggested is a kind of
reciprocal cooperation pattern between commercial banks and capital
markets, which will enhance the over all competeness and promote the

market deepening of China financial system.
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Grand Trend of China Finance:
Cooperation Between Banking
and Capital Market

How to enhance the efficiency and improve the competitiveness of
China finance system is an important task for us. To reach this goal,
we should build a modern finance system that focuses on an advanced
capital market and includes a sound commercial bank system as well.

Capital market, the most dynamic element in the modern finance
systermn, plays an essential role in f{inancial system. This, however,
needs the cooperation, integration and communication in the financial
system. At the same time, the great risk hidden in the development of
commercial banks and capital market also poses an urgent demand for
the cooperation between them.

Consequently, the cooperation between commercial banks and
capital market is the inevitable trend to enhance the competitiveness of
financial system, promote finance marketization level and meet their
development needs respectively.

The cooperation between commercial banks and capital market
should be carried out from four points:

First, build proper fund channels on the premise of the risk avoid-
ance wall to realize the fund interaction between commercial bands and
capital market.

Second, design compound and cross-market financial instruments
and take cross-industry trading.

Third, push forward the securitization of commercial banks’ cred-



