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Abstract

Although China established the * separate
management , separate supervision” of the financial
system, but be restricted by the global financial
competition and their own development needs, the
pace of financial mixed never stopped. Since
October 2001, the State Council approved the
CITIC Group’s overall restructuring plan, the
financial holding company also received the
official form of recognition and confirmation,
financial holding companies in China’s financial
territory have emerged in large numbers, and
show a strong economic control and influence.
But legislative and regulatory reforms lag, make
China’s financial holding company lack the

necessary legislative control and exist a serious
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regulatory arbitrage and regulatory gaps, while its internal governance
mechanisms are either copy a single company’s governance model , or
manage as a branch directly, this way seriously violates the legal
personality independent of subsidiary and infracts minority
shareholders and stakeholders’s legitimate interests. This situation
such as long-term sustainability, the destructive power will be far
greater than financial holding company brought economic benefits.
As the source of the crisis in the United States in 2007 , although the
company claims to have a perfect market governance laws and
external constraints, but a large number of financial holding
companies fell demonstrates financial holding company’s internal
governance mechanisms particularity and importance of good internal
governance mechanisms.

This article is based the main line of financial holding
company’s internal governance mechanism, focuses on the financial
holding company from the general holding company , the particularity
of a single company, which triggered a financial holding company’s
internal governance particularities and internal governance
mechanisms of China’s financial holding company misconducts cause
special risks and for the internal governance mechanisms of the
financial holding company in a special issue, try to build a good
system of internal governance systems respond, meanwhile the help
of external regulation to strengthen the operation and implementation
of internal governance mechanisms,lead the paper needs into reality.
Research path: Financial holding company’s internal governance

mechanisms particularity ; internal governance mechanism of the
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Abstract

financial holding company exists problems and misconduct lead to
the special risks; internal governance mechanisms of international
guidelines on governance . financial holding companies in developed
countries and China’s Taiwan are comparative analysis; the
theoretical basis of internal governance of financial holding
company; special measures to optimize the financial holding
company’s internal governance mechanisms and the necessary
external regulatory analysis. Conclusion of the study is mainly
directed against the financial holding company’s internal governance
mechanism is unique, the resulting special risks has made a special
governance requirements the financial holding company’s internal
governance mechanism must be optimized to respond to this,in order
to give full play to the financial holding company economic function
and reduce the risk of a financial holding company, to prevent
systemic risks generated. Addition to the introduction section, six
chapters of , the total specifically including the following:

The first chapter analyzes the financial holding company’s
internal governance mechanisms characteristic problem. Financial
holding companies have both the dual characteristics of financial and
holding company, thus showing a special industry, risk transfer
characteristics and regulatory characteristics,as the complexity of the
financial holding company’s capital structure, corporate structure,
organizational structure ,management structure and financial structure
operational characteristics that make internal governance mechanisms
of financial holding company have corporate governance objectives

pluralism, multi-tasking multi-level commission-agent model, a
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variety of stakeholders conflict of interest and special protection
status and other characteristics, highlighting the internal governance
mechanisms differences between financial holding company with a
single company and holding company, and produce a special legal
issues, such as related party transactions, regulatory arbitrage,
improper use of information, capital inflated and improper
competition. In response to these features,further lays out a financial
holding company within the general framework of governance
mechanisms and in-depth analysis of the different aspects of internal
governance mechanisms impact on risk management and internal
governance mechanisms misconduct leads the special risks, once
again demonstrated the financial holding company’s internal
governance mechanisms particularity and exceptional value.

The second chapter is about the empirical research of our
financial holding company’s internal governance mechanism.
According to our Financial Holding Company’s internal governance
mechanism the actual situation, based on the financial holding
company parent of different types of analysis performed,combed the
CITIC Group, the four state-owned banks, Ping an, GF Securities,
China Huarong Asset Management Corporation and the Eastern bloc’s
internal governance. Our financial holding company’s business model
lack of uniform standards, both purely financial holding companies
and operately financial holding companies , financial holding company
operating in a very wide range, it can have but also controlling
industrial and other financial subsidiaries, but in the internal

governance mechanisms construction does not reflect the
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characteristics of the financial holding company, which summed up
China’s financial holding companies in the internal governance
mechanisms on specific issues, and reveals our financial holding
company misconduct due to internal governance mechanism will
produce the special risks, further to CITIC Pacific and Deron case
study confirms our financial holding company after the failure of
internal governance mechanisms lead to serious risks.

Chapter three launched financial holding company’s internal
governance mechanisms comparative analyzed. Through the
international  guidelines on corporate governance optimum
presentation and select the United States, Britain , Germany , Japan and
Taiwan region of China in the financial holding company’s internal
governance mechanisms legislative practice and Citigroup, Deutsche
Bank and Cathay Financial Holding’s internal governance
microscopic mechanisms study design, which from both macro and
micro levels to explore the main directions and ideas of sound
internal governance mechanisms of financial holding company .

Chapter IV has combed and analyzed the theoretical basis of
optimizing the financial holding company’s internal governance
mechanism. The particularity of the financial holding company makes its
internal governance mechanisms optimization theory also has a
particularity. Commission-agent theory is the basic theory of corporate
governance ,under the financial holding company mode,the commission-
agent theory further development will provides a theoretical basis and
guidelines for the financial holding company’s internal governance

mechanism optimization approach, financial holding companies as a
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financial institution aggregation platform to show their financial
vulnerability and financial linkages infection mechanism would be more
direct and in-depth, so the theory of financial fragility and financial
linkages Contagion theory provides a theoretical guidance for financial
holding company in the internal governance mechanisms of risk control
mechanism. Further information asymmetry in the financial holding
company run after another,the use of asymmetric information theory to
establish the information disclosure incentive and restraint mechanisms to
solve information asymmetry is key initiatives, and with stakeholder
theory research, through safeguard stakeholders in the financial holding
company’s important position further the internal governance
mechanisms optimization.

Chapter V judged the financial holding company’s internal
governance mechanisms path reconstruction. Based on the previous
study , the chapter described the financial holding company’s internal
governance mechanisms reconstruction dividing into two pairs, first
based financial holding company as a holding company to analyze the
general path of the internal governance optimization mechanisms.
This paper argues that fist our country should limite the financial
holding company’s business model to purely financial holding
company, and industrial operating range shall be kept in strict
isolation from industry; second, in the ownership structure and
regulation on cross-ownership should minimize malicious exercise
control opportunities; three, parent company should achieve
convergence in the governance structure,and to promote the role of

independent directors through the mechanism of improvement;
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