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Abstract

Russia: The stability of the banking system is very important for the effective
operation of modern monetary and credit policy, which influences the whole monetary
and credit regulation mechanism of the economic system. During the post-crisis period
it is vital for the Central bank to take into consideration the received experience and
use the potential to achieve the stability of the banking system and to develop new
methods of the banking system development to increase the investment activity of Rus-
sian banks.

Among the main directions of the regulatory institutions’ activity to achieve the
stability of the financial and banking sector in order to solve the key problems of the
national economy, it is important to examine the role of the government banking poli-
cy within the framework of the integrated monetary and credit policy. While shaping
the policy on macro-level, it is necessary to define the model of the banking struc-
ture, that will fit the demands of innovative economic growth of Russia and also the
task of forming the international financial center in Moscow.

Since the institutional model of the Russian market is bank-oriented, it is essen-
tial to define the role of the state-owned banks. It is vital to eliminate the unfair bank-
ing competition. And this will require special conceptual approach. While developing
the banking sector, the regulators should take into consideration the fact that govern-
ment-owned banks operate in the same field with private banks and therefore there
must be a unified system of rules. And a private person should freely receive services
from all banks. This applies to all social welfare payments, getting car loans under
the state program, mortgage loans, etc.

It is also necessary to strengthen the role of government in providing banking
services to ensure the uniform servicing of all regions of the country. In areas where
private capital doesn’t go due to low opportunities for getting profit, state-owned
banks should compensate providing banking services, despite the low efficiency of
business.

To improve the regulation of banks, we can offer;
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—General tightening -of liquidity ratios ( quick and current) with the introduc-
tion of differentiated standards for credit institutions that provide loans of an innova-
tive nature;

—The introduction of the maximum size of the bank’s liabilities to non-resident
banks, as an evaluation standard for monitoring the dependence of Russia’s banking
sector from foreign borrowing.

To restore crediting it is necessary to develop a special credit policy of the state
and expand on this basis the effective demand. Bank of Russia should work together
with the Ministry of Economic Development and the Ministry of Finance to develop a
set of special economic measures (including budget, fiscal, monetary and exchange
rate policy) to fully stimulate the growth of national economy by increasing domestic
demand for goods and services, especially of capital and innovative character. It
seems that in order to realize this, it is necessary to form a long-term strategy of the
development of monetary and banking sphere in Russia (until 2025 ). This strategy
should be part of the government economic development strategy of Russia, designed
to ensure the implementation of the task of forming public confidence in the ongoing
monetary policy by the Bank of Russia, increasing its openness and transparency.

Russian banking system, being market-oriented, needs further improve-
ments. As the author assumes, that first of all, the target for the Central and com-
mercial banks should be redefined in the legal documents. It’s more correct to consid-
er, that the objective of the Central bank is to maintain stable economic growth,
based on the money supply regulation, guaranteeing national currency’ purchasing
power using the instruments of monetary policy.

From the classic concept of objective as of a commercial bank’s profit maximiza-
tion, we should come to a search of new technology and production organization,
risk minimization and stable development.

Orientation of banks on gaining profit as a main aim, as it is stated in the law,
becomes the core cause of crises. Insufficient capitalization is a characteristic of Rus-
sian depository institutions, that does not allow them to increase the volume of invest-
ments in economy. Bank sector assets to GDP is only 75% , which is low, compared
to developed countries. A layer of regional banks with low capital base remains.

In these circumstances, government investments in banking sector during sever-

al years ahead will be the major source for capitalization growth.
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Additional investments are necessary for stable development. Banks’ power,
their capital base must be increased 5 — 6 times. Only in that case national banking
institutions can satisfy the firms’ needs for current assets and modernization of fixed
capital.

According to the author’s opinion, another impediment to the banking sector de-
velopment is the incompleteness of its structure.

Analysis shows, that Russian banks are very unevenly distributed in the country
and regional banks do not adequately participate in solving economic and social prob-
lems.

International experience of economic development shows, that in order to effec-
tively fulfill its functions and purpose, banking sector needs special credit organiza-
tions. These are, first of all, development banks, operating either on national or re-
gional level.

The optimization of the banking sector structure can be also implemented via cre-
ating sector of small credit institutions (city and agricultural credit unions, savings
and loans partnerships) , savings institution sector, including universal savings banks
and their unions, building societies, post-office banks, working in various regions.

China.

This article includes four parts. The first part describes the motives and logical
premise of China’s banking reform. It analyzes the necessity of the Chira’s financial
system reform from a perspective of resource allocation in system transformation. And
it points out that constraints of banking reform are the pattern of gradual reform and
the low efficiency of state-owned enterprise. It also gives out that the logical premises
of the reform are to keep output relatively stable within the system and to keep output
growing rapidly outside the system. The second part is a review of China’s banking re-
form course. The review includes the establishment of all-in-one banking system; the
establishment, development and reform of state-owned specialized banks, joint-stock
commercial banks, and rural financial system; the deregulation of market access of
small and medium-sized financial institution; and the expansion of SMEs’ financing
channel, etc. The third part is about monetary analysis of the gradual reform pat-
tern. The analysis focuses on the following four aspects: the transformation of gradual
reform and monetary mechanism, the influence on currency circulation by economy

reform, changes of the quantity and structure of money in system transformation,
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monetization and the effects of money in economy growth. And it tries to put forward
new questions basing on this analysis. The last part is an analysis about the problems
and evolution trend of China’s banking reform. The discussion is on four aspects: the
mismatch of bank and enterprise structures, the coexistence of excess liquidity and
production capacity surplus, coordinated development banking system and financial
markets, and the improvement of efficiency and market access within banking sys-

tem, financial integration and internationalization.



