
China Banking Regulatory Update 
March 2013 

Major events for March included the NPC’s retention of Zhou Xiaochuan as 
Governor of the People’s Bank of China (p. 3), the establishment of an investment 
time limit and lock-up period for investments in the RQFII program by SAFE (p. 3), 
increasing control over wealth management products by China’s banking regulator 
(p. 4) and the potential establishment of a BRICS financial reserve (p. 4). 
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4 March: Regulators to allow more commercial banks to establish fund 
management companies 
  
The China Banking Regulatory Commission (CBRC) has announced that it will 
cooperate with China's other financial regulators to push forward an expansion of 
a pilot program that allows commercial banks to set up fund management 
companies. City commercial banks will be included in the pilot for the first time, 
and two banks – Xingye Bank and Bank of Beijing – have already applied. CBRC 
Chairman Shang Fulin said that adjustment of current policies would be required. 
This will include: 
  
• Developing a stronger system for risk isolation; 
• Allowing applying banks to choose their own partners; and 
• Designing a reasonable shareholding structure. 
  
The People's Bank of China, the CBRC and the China Securities Regulatory 
Commission launched the pilot in 2005. Commercial banks within the pilot control 
eight asset management companies with 500 billion yuan in assets. 
 
7 March: PBC and MAS renew and expand bilateral currency swap agreement  
  
With State Council approval, the People’s Bank of China (PBC) and the Monetary 
Authority of Singapore (MAS) have renewed a currency swap agreement. They 
have also doubled the scale of the agreement to 300 billion yuan. The new 
agreement will be effective for three years and can be extended with the approval 
of both parties. The agreement will increase financial cooperation between the 
two countries, facilitate bilateral trade and investment and provide liquidity 
support for the stability of financial markets. The original agreement was signed on 
23 July 2010. China has signed bilateral currency swap agreements with over 20 
countries, covering over 1 trillion yuan in total capital.  
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The NPC ratifies 
government appointments, 
major policy and 
organizational changes, 
work reports and the 
national budget. The first 
annual plenary meeting of 
the 12th NPC, was held in 
Beijing from 5 to 17 March.  

12 March: PBC convenes 2013 AML Work Conference 
  
The PBC has convened a 2013 Anti Money Laundering (AML) Work Conference 
to discuss the recent accomplishments China has made in combating money 
laundering, analyze forthcoming issues in money laundering for the country and 
make arrangements for 2013. 
  
At the conference, PBC Vice Governor Li Dongrong said that, in combating 
money laundering, the PBC must insist on maintaining China’s core interests 
and must research work methods founded on risk. To raise effectiveness, the 
PBC must: 
  
• Set a strategic plan for AML work; 
• Perfect the systems and work mechanisms of those who handle AML work; 
• Make successfully handling AML work into a core task and actively take part 

in international AML cooperation; 
• Stabilize the foundation of AML work; and 
• Continue to strengthen AML team construction and human resources 

development. 
 
 

13 March: Zhou Xiaochuan says monetary policy will be stable in 2013 

  

At a press conference on the sidelines of the National People’s Congress (NPC), 
PBC Governor Zhou Xiaochuan revealed some key monetary policy targets for 
2013. The target for broad money supply (M2) is 13 percent, and the inflation 
target is 3.5 percent. Zhou said that the growth target for M2 is smaller than 
that of last year, indicating that the government is focused on keeping 
consumer prices stable, and that monetary policy will stay prudent and neutral.  

 

 
13 March: PBC Deputy Governor says credit rating of railway bonds will stay 
stable 
  
At a press conference on the sidelines of the NPC, PBC Deputy Governor Liu 
Shiyu said that, following the NPC’s ratification of a State Council Plan to break-
up the Ministry of Railways, commercial loans borrowed by the ministry will be 
transferred to the proposed state-owned railways corporation that will take up 
the management of the rail system’s commercial operations. Liu also said that 
China’s banks will continue to financially support rail investment. 
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According to SAFE, up to 
31 January 2013, it had, in 
total, approved 24 
institutional investors 
under the RQFII program, 
of which the ratio between 
fund and securities 
companies is 50:50. The 
total approved investment 
quota is 70 billion yuan. 

15 March: SAFE publishes 2012 work report on open information and 
disclosure 
  
The State Administration of Foreign Exchange's (SAFE) 2012 Government 
Information Disclosure Work Report discusses progress made in 2012 on 
information disclosure within the administration. It also presents goals for 2013, 
which include: 
  
• Increase the active disclosure of information in multiple media formats using 

the SAFE website as a platform; 
• Strengthen disclosure targeting, including explanation of foreign exchange 

policies that are of particular importance to the public; and 
• Continue work to clean up the presentation of older announcements and 

documents that are not in line with current standards. 
 
17 March: Zhou Xiaochuan is reappointed as PBC Governor 
  
Zhou Xiaochuan has been reappointed as Governor of the PBC. Analysts have 
attributed the decision of China’s leadership to retain Zhou in the position to 
the success of the steady reforms that he has piloted at the central bank. 
Although Zhou has reached the 65-year retirement age for cabinet-level 
officials, his promotion to as Vice-Chairman of the Chinese People’s Political 
Consultative Conference (CPPCC) on 11 March effectively made Zhou a national 
leader, thereby granting him a higher retirement age.  
 
21 March: SAFE sets time limit and lock-up period for RQFII investments 
  
The State Administration of Foreign Exchange (SAFE) has released circular that 
further regulates the RQFII program. The circular specifies that products and 
capital being invested through the program must be remitted within six months 
of the date of approval of the investment quota. No remittances should occur 
past this six-month period without approval. Additionally, following the six-
month period, a one-year lock-up period will take effect. This is designed to 
enhance the stability of the program by reducing capital flows in the short term. 
The circular also states that: 
  
• Applications for investment under the RQFII program must be made to SAFE; 
• Those who wish to raise investment quotas must register their intention 

with SAFE, providing information on the status of current RQFII investments, 
such as losses and gains; 

• Accumulated net remittances of RMB capital through open-ended funds 
should not surpass the approved investment quota – a restriction that 
targets accumulated surpluses; 
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The Commercial Bank 
Capital Management 
Approach (Trial 
Implementation) 
integrates the current 
banking developments in 
China and strives to reach 
the goal of serving the real 
economy while reflecting 
the localization and 
improvement of Basel III. 
 

 

 

 

 

 
The 2013 BRICS Summit 
was the fifth of its type. 
The five member countries 
represent almost half the 
world’s population and 
over 27 percent of GDP 
according to 2012 IMF 
estimates. 
 

 

 

 

 

 

 
 

• RQFII products or fund investments, outside of open-ended funds, will be 
managed according to actual amounts incurred, and gross remittances must 
not surpass the investment quota approved by SAFE; and 

• Investment quotas cannot be transferred to other institutions or individuals. 
  
Additionally, the circular clarifies the types of capital that can be remitted and 
indicates that SAFE will penalize institutional investors that surpass, transfer or 
sell quotas. 
 
25 March: CBRC moves to control investments of wealth management products 
in informal debt 
 
The CBRC has published a circular that regulates commercial banks’ direct 
investment of wealth management capital in informal debt assets or indirect 
investment through non-banking financial institutions or asset-trading platforms. 
The new restrictions rein in this investment channel, which helps banks adjust 
their balance sheets in partnership with securities traders, following a big 
expansion in the use of the channel last year. Specifically, the circular: 
  
• Defines informal debt as that not exchanged on the inter-bank market and 

the securities exchange market, including, but not limited to, credit assets, 
trust loans, entrusted creditor’s rights, acceptance bills, letters of credit, 
accounts receivable, usufruct, and equity financing with buyback clauses; 

• States that commercial banks should show a link between wealth 
management products and investment assets, and undertake management, 
account set-up and account adjustment for each product separately; 

• Specifies that, at any time, the balance from wealth management investment 
in informal debt should be within 35 percent of the total balance of wealth 
management products and within 4 percent of the total assets specified in the 
commercial bank’s previous year audit report; and 

• Stipulates that, by the end of 2013, banks should complete a risk-weighted 
asset measurement and capital assessment of previous investments in 
informal debt that do not meet the requirements of the circular, in line with 
the Commercial Bank Capital Management Approach (Trial Implementation). 

 
26 March: BRICS representatives discuss establishment of international 
financial reserve   
 
Ahead of the Leaders Conference at the BRICS Summit in Durban, South Africa, 
the finance ministers and central bank heads of Brazil, Russia, India, China and 
South Africa held a conference regarding economic and financial challenges for 
the BRICS and for the world. PBC Governor Zhou Xiaochuan attended along with 
Finance Minister Lou Jiwei. 
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Despite their potential 
strength as a group, the 
BRICS have been hindered 
by difficulties in acting 
cohesively. For example, 
the development bank 
proposal was not realized 
at this summit due to 
stalling by India and Russia, 
who wished to avoid the 
creation of a bank 
dominated financially by 
China.  
 

The participants expressed that sovereign debt crises are still the biggest threat 
to global growth. They also noted that the results of persistent loose monetary 
policies in developed countries are still uncertain and that spillover effects 
impact policymaking newly emerging economies. The attendees also called on 
developed countries to take responsibility, speed up structural reforms and 
restore growth. The meeting, along with sideline meetings between individual 
economic and financial representatives of the BRICS, had several important 
outcomes: 
  
1. The participants discussed the possibility and practicality of establishing a 

collective emergency reserve and a development bank – an idea that Zhou 
strongly supported. They also agreed that the BRICS must make progress 
on strengthening economic policy adjustments and pushing forward 
economic and financial cooperation.  

2. Zhou and Brazilian Central Bank Governor Alexandre Tombini signed a 
currency-swap deal worth US$30 billion (190 billion yuan/60 billion real) – 
a move that will help both countries raise international settlement in each 
other’s currencies.  

3. Zhou signed an agreement with South African Reserve Bank Governor Gill 
Marcus to assist South Africa in investing in the Chinese interbank bond 
market, a move that is expected to further open China’s capital markets. 

 
28 March: Hong Kong commits to global FMI regulatory standards 
  
The Hong Kong Monetary Authority (HKMA) and the Securities and Futures 
Commission (SFC) have announced their commitment to comply with the 
international regulatory standards on financial market infrastructures (FMIs) 
contained in the April 2012 Principles for Financial Market Infrastructures (the 
Principles) report of the Committee on Payment and Settlement Systems of the 
Bank for International Settlements and the International Organization of 
Securities Commissions. 
 
The Principles harmonize and strengthen earlier standards on FMIs and are 
intended to make FMIs safer, more efficient and more resilient to financial 
crises. The HKMA oversees FMIs listed in the Clearing and Settlement Systems 
Ordinance and the HKMA's trade repository. The SFC oversees clearing houses 
recognized under the Securities and Futures Ordinance.  
  
The HKMA and the SFC will implement the Principles through their own 
regulatory frameworks. Oversight guidelines at both regulators are still under 
preparation.  
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Local governments use 
financing platform 
companies to raise money 
for public projects. These 
platforms generally have 
weak credit quality and 
financial health, and often 
serve as little more than 
methods to raise debt, 
which is frequently 
serviced via government 
transfers.  
 

28 March: CBRC restricts loans to financing platforms by small and medium 
village financial institutions 
  
The CBRC has announced a circular on 2013 regulatory work requirements 
regarding small and medium financial institutions in villages. The circular is 
designed to enhance risk management among village financial organizations by 
controlling or outlawing a series of risky practices. The circular contains the 
following requirements: 
  
• No loans to financing platforms can be issued, except for those that focus on 

building or rebuilding special items in line with national priorities; 
• The balance of financing platform loans can only fall and cannot rise; 
• Financing should not be provided to platforms through the purchase of 

bonds, short-term financing bills, mid-term notes or trust products; 
• The speed of development of real estate loans should not surpass the 

average speed at which other loan types are developing; 
• Land reserve loans must be strictly controlled and loans for government 

vanity projects are forbidden;  
• Small and medium village financial institutions must set up firewalls to 

protect themselves from risks from shadow banking.  
• Village small and medium financial institutions must prioritize support for 

agriculture and small businesses; 
• Credit or low-level funds must not be used for the purchase of wealth-

management or trust products by credit cooperatives, while village banks 
should not buy such products in principle; 

• Institutions with low regulatory ratings should not develop products or serve 
as custodians together with insurance, securities and fund companies; and 

• Small and medium village financial organizations must pay careful attention 
to risks of government financing platforms that are closely linked to the 
cyclical economy as well as to those of real estate and industries with 
overcapacity. 

 
29 March: CBRC publishes opinions on promoting financial services for small 
businesses 
  
This set of opinions aims to induce large, medium and small commercial banks 
to differentiate the financial service products they offer in order to increase 
small and micro enterprise access to loans and other financing. They also clarify 
regulations and strengthen incentives for providing services for small and micro 
enterprises. Specifically, the opinions: 
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• Encourage commercial banks, especially small and medium banks, to expand 
the development of specialized institutions for small and micro enterprise 
financing services; 

• Aim to guide a transition among banks from only providing financing to 
offering a package of services, such as financing, settling, wealth 
management and consulting; 

• Call for innovation in small and micro enterprise loan collateral methods, the 
development of web financing platforms, and the expansion of small and 
micro enterprise financing channels, on the back of ongoing efforts to raise 
risk management capabilities; 

• Promote the orderly development of small and micro enterprise special item 
financial debt reporting work; and 

• Call for asset securitization trials among some commercial banks that offer 
effective small and micro enterprise financial services and relatively good 
risk control abilities. 

  
Additionally, the opinions call on commerical banks to strengthen 
communication with local regulatory offices to gain more support in the form of 
financial subsidies, tax incentives, the construction of risk sharing and 
compensation systems, and non-performing-loan write-offs.  
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