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Abstract

This book sorts out eleven legal issues that Shanghai faces in establishing interna-
tional financial center from historical and current perspectives. History provides evidence
that law in facilitating the formation and development of international financial center is
neither loose nor strict, but adaptability. In the context of financial legislation centraliza-
tion, legislation regarding the entry of financial institutions and products or relating to
the implementing and secondary matters in the central legislation should be granted to
Shanghai People’s Congress or Shanghai municipal government, to solve the issue of
legislation adaptability. Compared to financial regulatory system, more important is fi-
nancial regulatory governance to financial stability and international financial center de-
velopment. Improvement of legal arrangements in this regard seems urgent in establishing
good financial regulatory governance in China. One of the goals of Shanghai international
financial center is to internationalise Renminbi. To achieve this goal, a macro-prudential
regulatory system based on currency stability is needed covering cross-sectors, cross-cy-
cles and cross-border capital flows. For a long time, China’s regulatory agencies and
legislation have imposed strict regulation on the entry of financial institutions and prod-
ucts, which blocks the entry of more international financial institutions and the develop-
ment of more financial products. It is suggested that the thresholds for financial institu-
tions and products be lowered and that financial institutions registered in Shanghai be
permitted to conduct cross-sector activities. All these accordingly require the availability
of financial holding company law and identification, regulation, and orderly cross-bor-
der resolution of a systemically important financial institution. The lack of complete legal
system for financial market infrastructure is one of the reasons for the under-developed
financial market infrastructure in Shanghai. The clarification of the rights and duties of
participants in trading, settlement and clearing process and the design of recovery and

resolution plan for financial market infrastructure are helpful to enhance the stability and
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efficiency of financial market infrastructure. Without legal arrangements for taxation,
credit rating, social credit system and human resources, an international financial cen-
ter could not develop. Proper separation of power in taxing, credit rating legislation in-
cluding a unified credit rating regulatory agency, rights and duties of credit rating insti-
tutions, transparency of credit rating institutions, local social credit legislation covering
recording, collection, publication, enquiry, application and protection of credit infor-
mation, and a flexible, national treatment-based system for employment are necessary
legal supports for Shanghai to build international financial center. Different from general
civil and commercial disputes, financial disputes are tackled with more professional ap-

proaches. It is suggested that Shanghai establish independent financial court system and

financial ombudsman system.
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