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Introduction

China Financial Policy Report is an annual research report jointly prepared by National
Institute of Financial Research, Tsinghua University and Institute of Financial Policy, Chinese
Academy of Social Sciences, aimed at summarizing and analyzing the introduction and
enforcement of China’s financial policies in the international and domestic economic background
in the previous year.

Concerning China’s economy, the Year of 2016 is the first year of the “13" Five — Year
Plan” and crucial year of the structural reform of the supply side. On one hand, given severe
challenges of numerous contradictions overlaying each other and risks and potential threats
intersecting with each other both at home and abroad, China’s economy adhered to the keynote of
pursuing progress while maintaining stability, whose GDP reached RMB 74.4 trillion, up
6.7% ; on the other hand, its reform and opening — up was deepened in progress, breakthrough
progress was made in reforms in important areas and key procedures, and structural reform at the
supply side showed preliminary effects. In the meantime, China’s economic structure accelerated
its regulation, consumption played the role of key driver in economic growth and proportion of
value added in the service sector in GDP rose to 51. 6% .

Concerning China’s finance, under uncertainty, impact of event of “reverse globalization” ,
ever — changing international economic and financial circumstances, and increasingly
differentiated policies, the implementation and the halt of the fuse mechanism on China’s capital
market earlier in the year failed to curb A stock from crashing and foreign exchange market
encountered staged turmoil as well. However, China’s prudent monetary policies enhanced pre —
regulation and micro — regulation and established normalized operation mechanism, creating an
appropriate monetary and financial environment for structural reform at the supply side and
deepening the corresponding reforms; meanwhile, authorities of financial administration

reinforced financial supervision and effectively controlled disorder in the Internet finance. In
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review of 2016, many events occurred to China’s financial policies: Renminbi officially joined
the SDR, green finance was incorporated into G20 Hangzhou Summit Communique, Shenzhen —
Hong Kong Stock Connect was officially started, macro prudential management framework was
comprehensively updated, special rectification of risks in Internet finance was started, a new
round of debt — to — equity swap and other banking reforms was progressed program by program,
“ guaranteeing insurance” was comprehensively practiced, mortgage loan of “two rights” and
Venture Loan were piloted, Shanghai Commercial Paper Exchange Corporation Ltd. and China
Trust Registration Co. , Lid. were founded in succession, ete.

China Financial Policy Report (2017 ) continues the frame structure of China Financial
Policy Report (2016 ), including two modules: Thematic Report and Dynamic Report.
Specifically, China Financial Policy Report (2017) covers the following contents.

Chapter 1 is “Setup of Modern Financial System and Service for Reform at the Supply Side”
in Thematic Report in the Annual Report. Speaking at present and in the mid term, the key
target of China’s financial reform and development in the “13" Five — Year Plan” is to set up a
modern financial system to offer better service for structural reform at the supply-side in new
normal of China’s economy so as to better exert the function of service supply of China’s finance
to China’s economic structural transformation and creative development. Chapter 2 and Chapter 3
covers two feature articles— “ Regulating LBO to Promote Economic Reconstruction” and “How
Will Trump’s Economic Policies Influence the World™ In the first article—the battle of company
control, the battle of acquisition, and the battle of means of fund organization of the most social
concerns in the “Baoneng — Vanke Battle” are analyzed, mature operation cases in the world are
combined and four specific suggestions on standardizing China’s leveraged buyout are presented.
In the second article, full and accurate data are applied to analyze the profound structural
change in American economy. Concerning key economic measures in the “ New Deal” of
President Trump, challenges facing the “New Deal” are discussed one by one and a series of
their effects on global economy are illustrated.

Chapter 1, Chapter 2 and Chapter 3 constitute the first chapter of China Financial Policy
Report (2017) —Module of Thematic Report and the second chapter of China Financial Policy
Report (2017) —the other module “2016 China’s Financial Policy Dynamics”™ is composed by
Chapter 4 | Chapter 5 and Chapter 6.

Chapter 4 is “Macro Financial Policy” in 2016. In this section, review and analysis on

monetary policies and policies concerning exchange rate and balance of international payments in
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2016 are made and policy evaluation and outlook are made properly. Chapter 5 is “ Highlights of
Financial Market Development Policy™ in 2016. In this section, comprehensive review and
analysis are made on “Development Policy for the Banking Market™ , * Development Policy for
the Stock Market” , “Development Policy for the Insurance Market™, * Development Policy for
the Monetary Market” , “Development Policy for Bond Market™ , * Development Policy for Fund
Market™ , “ Development Policy for Trust and Wealth Management Market” , * Development
Policy for Financial Derivatives Market ", * Development Policy for Commodity Futures
Market™ , * Development Policy for Foreign Exchange Market™, and * Development Policy for
Gold Market” in 2016 in the company of corresponding policy evaluation and outlook. Chapter 6
is “Highlights of Financial Regulatory Policy™ in 2016. In this section, review and analysis are
made on “ Highlights of Regulatory Policy of the People’s Bank of China™, “ Highlights of
Regulatory Policy of China Banking Regulatory Commission™ , * Highlights of Regulatory Policy
of China Insurance Regulatory Commission” , and “ Highlights of Regulatory Policy of China
Securities Regulatory Commission” in 2016 in the company of policy evaluation and outlook.

What should be specified for our readers and colleagues in 7 years’ time is that China
Financial Policy Report (2017) has been revised to be jointly prepared by National Institute of
Financial Research, Tsinghua University and Institute of Financial Policy, Chinese Academy of
Social Sciences in the company of the added content concerning market development policies in
China’s fund sector in time; meanwhile, the form of “Special Column” is introduced to this
report to reflect some hot issues in China’s financial policies. Of course, those careful readers
may notice that our advisory group of experts is updated and supplemented as well, who are
expected to offer more comprehensive and profound instructions for topic selection and
preparation in this report and enable this report to more accurately and timely communicate
development and change in China’s financial policies both at home and abroad.

This report is a result of teamwork , whose authors are generally composed by professionals
in sectors of financial management, financial institutions, universities and colleges, and
academic institutions, which, whereas, is not on behalf of viewpoints of their employers or
institutions. Last but not least, the full text of report is revised and finalized by Wu Xiaoling,
He Haifeng, and Wang Xiaoya. All sections in this report are written by the following authors in
succession; Wu Xiaoling, He Haifeng, Zhu Min, Chen Jie, Zhao Qingming, Zhou Kunping,
Zhao Yarui, Sun Jianbo, Liu Tao, Zhu Yonghang, Rong Yihua, Li Yan, Li Qingyun, Zhang
Shengju, Zheng Lingyun, Gan Zhengzai, Chu Youyang, Luo Jiang, Zhu Xiaochuan, Li Lin,

D
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Zhao Xianghuai, Liu Xueqing, Lv Jiajin, Jiang Jianrong, Lu Yuanyuan, Wu Pingping, Guo
Jingpu, Tan Liang et al. He Haifeng and Yu Yue proofread the report. We would like to express
our gratitude to Director Wang Xiaoduan and Editor of China Financial Publishing House for
their careful and rigorous work.

We look forward to all critiques and suggestions as always.

Director of Institute of Financial Policy, Chinese Academy of Social Sciences
He Haifeng
May 2, 2017
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