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and how it may impact your 
business, contact us today.  

28 February: CSRC official reveals future direction of start-up board reform 
  
At a press conference a China Securities Regulatory Commission (CSRC) 
representative revealed the directions the regulator plans to take in reforming 
China’s three-year-old GEM start-up board. The CSRC will focus on refining the 
share issuance method to create a nimble system that issues smaller share 
quantities in line with the needs of start-ups. The CSRC will also push for the 
creation of a system to better restrain irrational pricing and speculation and refine 
the information disclosure system to facilitate investigation work.  
  
China’s GEM was launched in 2009 to provide a NASDAQ-style listing and financing 
solution for start-ups and SMEs, especially in the science and technology fields. Of 
the 355 companies that are currently listed on the exchange, 89 percent are in 
emerging fields such as new energy, new materials for environmental protection 
and energy saving, IT, advanced manufacturing and biomedicine. Private firms 
make up 96 percent of the listed companies. 
 
3 March: CSRC facilitates debt financing for securities companies 
  
The CSRC has released a set of draft interim measures for consultation covering 
the regulation of debt financing tools for securities companies, thereby expanding 
financing channels for those companies. The measures mainly set rules on 
beneficiary certificates. Such certificates:  
  
• Can be publicly offered, privately offered, or issued to one client; 
• Can feature a maturity date set by the securities company; 
• Can be issued and traded on securities exchanges, in OTC markets of securities 

companies, institutional quotation and transfer systems and other places 
approved by the CSRC; 

• Should be approved by the CSRC, following a 20-business-day approval period, 
in the case of publicly offered beneficiary certificates; 
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Major events for March included the CSRC’s announcement of new rules for RQFII 
quota expansion (p. 2), new rules that allow Taiwan residents of the PRC to open A-
share accounts (p. 3), a new consultation on modifications to the QDII program (p. 5), 
the NPC’s election of Xiao Gang as Chairman of the CSRC (p. 8), and new regulations 
on quarterly reporting at China’s GEM board (p. 12). 



 

 

 

 

 

 

 
Twenty-seven Hong Kong 
subsidiaries of fund 
managers and securities 
companies have been 
RQFII-qualified so far. ETF 
products make up about 
43 billion yuan of the 70 
billion-yuan total of 
approved investments. The 
remainder is composed of 
debt products. 
 
 
 
 
 
 
 
 
 
 
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. 
The CPPCC is a united-front 
policy consultation body 
under the Communist 
Party of China that has no 
power to set policy. 

• Should be reported to the Securities Association of China within five days of 
issuance in the case of privately issued debt-financing tools; 

• Should only be offered to qualified investors and the quantity of qualified 
investors should not surpass 200 people in the case of privately issued tools. 

 
6 March: CSRC announces rules for RQFII quota expansion 
  
In November 2012, the CSRC, the People's Bank of China and the State 
Administration of Foreign Exchange agreed upon an expansion of the RMB 
Qualified Foreign Institutional Investor (RQFII) quota from 20 billion yuan to 270 
billion yuan and announced that they were preparing a set of rules to guide the 
expansion. On 6 March, the CSRC formally released the new rules. 
  
The rules are designed to help expand the mainland’s capital market, support 
Hong Kong's status as an international financial center and promote the 
development of Hong Kong's market in offshore RMB. The changes:  
  
• Expand the scope of participation beyond the Hong Kong subsidiaries of 

mainland fund managers and securities companies to include the Hong Kong 
subsidiaries of mainland banks, mainland insurance companies and Hong 
Kong-registered financial institutions and insurance companies; and 

• Better meet the needs of investors by broadening the scale of approved 
investments beyond debt and ETF products. Financial institutions may 
choose the products they wish to offer based on market conditions.  

  
6 March: Shanghai Exchange to take on twelve tasks in 2013 
  
Delegates to the National People’s Congress (NPC) and the Chinese People’s 
Political Consultative Conference (CPPCC) from securities regulators held a 
press conference at which Shanghai Stock Exchange Chairman Gui Minjie 
revealed several of the exchange’s key tasks for 2013. They include: 
  
• Introduce in stages its previously announced direct channel for information 

disclosure, which will allow listed companies to directly declare 66 percent 
of the necessary disclosure information online; 

• Implement a new delisting system; 
• Continue to regulate and guide dividend distribution by listed companies; 
• Continue to participate in regional OTC markets; 
• Implement a service platform for institutional investors, based on the 

Internet, that covers banks, insurance companies, fund companies, 
securities companies, private equity firms and high-risk products;  

• Develop business areas, such as quotation repos, margin trading , securities 
lending, collateralized stock repos, ETF repos and cross-border ETF products; 
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According to the 2010 
census, 450,000 residents 
of Hong Kong, Macau and 
Taiwan live on the 
mainland. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Launch individual stock options, expand a pilot simulated trading system, 
perfect options business plans, risk management systems and rules, and 
release individual stock options on the new institutional investor service 
platform; 

• Prepare for the implementation and adjustment of a system for 
decentralizing refinancing; 

• Refine and simplify business procedures and cut trading costs to build 
efficiency; 

• Steadily reform and conduct research into exchange property ownership, 
shareholding frameworks and exchange governance; 

• Continue to promote all-round service; and 
• Boost the exchange’s internationalization, enhancing services and channels 

for global investors.  
 

9 March: CSRC to allow Hong Kong, Macau and Taiwan residents to open A-
share accounts 
  
Following CSRC approval, the China Securities Depository and Clearing 
Corporation has released a set of rules for securities account management that 
will allow mainland-residing investors from Hong Kong, Macau and Taiwan to 
open A-share trading accounts from 1 April 2013. The rules are designed to 
bring more long-term capital into the equity market. 
  
Investors from the three places will be given the same treatment as mainland 
investors when opening and managing exchange accounts to trade yuan-
denominated shares, provided that they show: 
  
• Travel permits for the mainland; 
• Resident identification cards; and 
• Temporary residence registration certificates. 
 
11 March: Guo Shuqing discusses reforms on the sidelines of NPC 
  
The China Daily has reported comments that CSRC Chairman Guo Shuqing made 
on the sidelines of the NPC on 10 March. Guo's statement included the 
following points: 
  
• The current quota of the RQFII scheme is sufficient, but it may be expanded 

further according to market demand; 
• The key to future reforms in the securities market is to raise information 

transparency and create innovative regulations according to market demand; 
• The opening of the stock market to mainland-residing investors from Hong 

Kong, Macau and Taiwan will not result in a huge capital inflow because the 
income of the investors will have been made on the mainland. 
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The CSI 300 is a stock 
market index, compiled by 
the China Securities Index 
Company, that strives to 
replicate the performance 
of 300 stocks traded on the 
Shanghai and Shenzhen 
exchanges. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The 12th Five-Year Plan for 
Energy Development, 
released in January 2013, 
calls for the development 
of coal futures exchange 
trials.  

11 March: CFFEX announces adjustments to CSI300 futures position limit 
standards 
  
The China Financial Futures Exchange (CFFEX) has announced that, to protect 
the orderly operation of the market and promote the development of market 
capabilities, from 12 March, CSI300 futures position limit standards will 
undergo the following adjustments: 
  
• Customers engaging in speculative transactions for any contract are subject 

to a unilateral position limit of 600 contracts; and  
• For any contract where, after clearing, overall unilateral position holding 

surpasses 10,000 contracts, that contract’s unilateral position limit for that 
clearing member on the next transaction day, cannot surpass 25 percent of 
that contract’s unilateral overall position limit. 

 
12 March: CSRC approves listing of coking coal futures on Dalian Commodities 
Exchange 
  
According to the CSRC, the Dalian Commodities Exchange has already designed 
adequate coking coal futures contracts and principles and drafted strict systems 
for transactions, account settling and delivery. It has also devised adequate risk 
control measures. Therefore, the regulator has approved the listing of coking 
coal futures on the exchange and will guide and supervise the implementation 
work.  
  
The CSRC noted that the offering of coking coal futures is in line with State 
Council opinions on promoting capital market reform as well as the content of 
the 12th Five-Year Plan for Energy Development. The CSRC says that the listing 
of coking coal futures on the Dalian Exchange will help promote a futures 
product system for the coal production chain, satisfy the requirements of the 
spot business, and better serve the real economy. 
 
12 March: Shanghai Futures Exchange plans to offer after-hours trading 
  
Following the Hong Kong Exchange’s announcement that it would begin after-
hours futures trading, the Shanghai Futures Exchange has announced that it 
intends to begin after-hours trading within the year. Exchange Chairman Yang 
Maijun told reporters that this move is designed to attract more foreign 
institutional investors and to help internationalize the Shanghai Futures 
Exchange. The after-hours trading will include a 9:30pm to 2:30am trading 
period, interpreted as next-day early-morning trading. 
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14 March: CSRC to allow fund management companies to use more of own 
funds in investment 
  
The CSRC has released a set of draft interim provisions that relax the rules for 
fund managers to invest own funds beyond the preexisting limitations of funds, 
national debt and subsidiary establishment. The relaxation is designed to 
encourage innovation, mergers, acquisitions, share participation and asset 
management among fund managers, and to raise the competitiveness in the 
industry. The interim provisions: 
  
• Permit the use of own funds on bank deposits, bonds, central bank notes, 

securities investment funds, commercial bank financing products, specific 
client asset management plans, pooled asset management plans, pooled 
capital trust plans, the establishment of subsidiaries, and the 
implementation and operation of share investments related to the asset 
management business; 

• Forbid the use of own funds on risk reserves; 
• Call on fund managers to invest carefully, avoid conflicts of interest build 

firewalls and retain independent investment decision making; and 
• Set standards for the use of own funds on stocks and on funds that are 

under the management of the fund management companies in question. 
 
14 March: CSRC opens consultation on modifications to QDII program 
  
While expressing satisfaction with the success of the Qualified Domestic 
Institutional Investor (QDII) trial program, which aims to help mainland 
institutional investors invest abroad, the CSRC has released modifications to the 
trial and accompanying regulations. The modifications are intended to develop 
a fairer and more relaxed environment for fund management companies and 
securities companies engaging in the QDII business. The modifications: 
  
• Lower the threshold for entry into the QDII business by: 

- Cancelling the requirements of at least 200 million yuan in net assets, 
two years of fund management experience and 20 billion yuan of assets 
managed for fund managers;  

- Cancelling the requirements of net capital of at least 800 million yuan 
and experience in pooled asset management plans of not less than one 
year for securities companies; and 

- Allowing companies that meet the human capital, corporate governance, 
internal control system and legal operation requirements to take part in 
the QDII program. 

• Exempt the foreign subsidiaries of fund management companies from the 
previous requirement of taking on foreign-investment consultants. 
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• Remove the need for measurement and disclosure according to Global 
Investment Performance Standards (GIPS) on the grounds that China has 
already developed comparable standards; 

• Adjust foreign exchange quota management by specifying that domestic 
institutional investors should apply for overseas securities investment 
quotas with the State Administration of Foreign Exchange after receiving a 
permit from the CSRC; and 

• Bring the relevant regulations for the QDII program in line with other recent 
regulations released by the CSRC by allowing securities companies to notify 
the Securities Association of China after setting up a pooling plan rather 
than gaining prior permission.  

 
14 March: New measures for the supervision and management of risk 
reserves announced 
  
To better insulate the fund management industry from risks and protect the 
interests of investors, the CSRC has announced a draft set of interim measures 
for the supervision and management of the risk reserve systems of public 
securities investment companies. The draft interim measures: 
  
• Clarify the appropriate scope and use of the risk reserve systems for public 

offering funds; 
• Set up a fund custodian risk reserve management system, perfect 

regulations for fund manager and custodian risk reserves, and clarify various 
details of risk reserves for fund managers and custodians; and 

• Establish a centralized and unified management mechanism for the fund 
industry's risk reserves, preserve the orderly management and operation of 
reserves by fund managers and custodians, and protect the rights of public 
offering shareholders.  

 
16 March: CSRC promotes the offering of equity incentives at securities firms 
  
According to the CSRC, salaries and short-term encouragement measures make 
up too great a percentage of remuneration at securities companies, 
complicating the development of the industry and making it difficult to attract 
and retain qualified personnel. Therefore, the CSRC has released a consultation 
draft of a new set of draft rules that promote the development of equity 
incentive plans at securities companies. The rules: 
 
• Call on securities companies to offer equity incentives that are in the 

interests of both employees and the firms; 
• Make demands in terms of corporate governance, interior controls and the 

correctness of behavior of companies setting up equity incentive plans; 
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Until now, the sale of 
securities investment funds 
in China has been 
principally handled by 
commercial banks, 
securities companies, 
securities investment 
consultants and 
independent sales 
institutions. The 
amendments to the 
measures may broaden the 
scope of fund-sales 
institutions. 

• Stipulate that beneficiaries should be directors, upper managers and other 
employees, demand that securities companies clarify beneficiary scope, and 
require the exclusion of independent directors and supervisors; 

• State that incentives can be offered via trust plans or companies, partnerships 
or other vehicles endowed with restricted shares or stock options by the 
securities company; 

• Require that securities companies tie the offering of equity incentives to the 
results of performance evaluation systems; 

• Require securities companies that offer such incentives to implement 
measures that prevent insider trading, market manipulation and the offering 
of false or misleading information; 

• Set rules for the equity incentive plan implementation process; 
• Require that securities companies disclose the status of equity incentive 

programs in their annual reports; and 
• Set rules for securities company equity incentive sources and plan contents. 
 
16 March: Amendments to securities investment fund measures are released 
  
In October 2011, the CSRC released a set of measures on securities investment 
fund sales in order to promote the diversification and professionalization the 
industry. Since then, new types of fund sales institutions have emerged, bringing 
with them new fund sales industry model ideas and promoting differentiated 
competition. Because of this innovation, some parts of the old measures have 
become outdated. Therefore, the CSRC has announced some changes. The 
amended measures: 
  
• Clarify and add detail regarding administrative penalty standards; 
• Promote capital supervision standards and the safety of settlement funds; 
• Set up an investor rights protection system; 
• Push forward the construction of information systems and realize the 

informatization of fund sales regulation; 
• Make progress on strengthening regulation, and raise the ability to discover 

and penalize illegal activities. 
 

16 March: New measures released for fund sales companies that use third-
party electronic sales platforms 

  

According to the CSRC, electronic sales platforms have created beneficial 
conditions for industry growth by increasing efficiency, lowering cost, and 
increasing convenience for companies and for investors, and by bettering 
communication between securities firms and investors. Consequently, between 
27 December 2012 and 12 January 2013, the CSRC conducted a consultation on 
interim measures designed to regulate sales via third-party platforms.  
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Based on the results of the consultation process, a new set of measures has 
been released. The measures cover the application contents that platform 
operators and fund sales institutions that use third-party electronic sales 
platforms must submit. They also stipulate service responsibilities, information 
display standards, investor rights protection requirements, electronic platform 
operator responsibilities, requirements for account management and 
confidentiality of investor and transaction information, and the penalization of 
illegal activity. 
 
17 March: Xiao Gang elected Chairman of the CSRC 
  
Bank of China Chairman Xiao Gang has formally resigned from his position at 
the big-four bank to take up the Chairmanship of the CSRC, having been elected 
to lead the finance regulator by the 12th NPC. Xiao is a finance industry veteran, 
having served as Deputy Governor of the People’s Bank of China before taking 
on a ten-year post at the Bank of China. Former Chairman Guo Shuqing will 
become Governor of Shandong Province. 
 
19 March: Shanghai Exchange announces a 1+5 plan 
  
To improve investor returns, support the work of listed companies and enhance 
innovation, the Shanghai Stock Exchange has announced a plan involving a core 
goal and five additional goals. According to General Manager Huang Hongyuan, 
the goals include: 
  
1. Maintaining safe operations and protection against systemic risks; 
  
and 
  
1. Continuing to push forward the development of a multi-layer blue-chip 

stock market; 
2. Strongly promoting debt market reform and innovative development; 
3. Comprehensively pushing forward the rapid development of new products 

and businesses tied to funds, including quoted repos, margin trading, and 
stock pledge repos as well as equity-linked, debt, gold, FX, commodities 
and currency ETFs; 

4. Deepening the internationalization of the exchange, including increasing 
servicing channels for international investors, increasing international 
cooperation and expanding cross-border products such as ETFs; and 

5. Speeding up the development of a more efficient and convenient 
institutional investor service platform. 
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According to SAFE, up to 
31 January 2013, the 
regulator 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. 
 

21 March: CSRC issues new rules on asset pooling in securities trading 
  
A source with close ties to regulators has informed Caixin that the CSRC has 
distributed an internal circular designed to facilitate the implementation of 
China's recently passed Securities Law, following the implementation of that 
law on 1 June 2013. Among other requirements, the Securities Law specifies 
that pooled asset management plans with more than 200 people are to be 
considered as public offerings. 
  
The current circular expressly forbids securities traders from issuing new pooled 
asset management plans for over 200 people after 1 June. It also states that 
qualified traders may apply to issue public offerings if they wish to issue plans 
for larger groups. Additionally, the circular: 
  
• Requires the construction of a risk-evaluation mechanism, especially for 

trust plans, right of return on assets, project usufruct and other non-
standardized products; 

• Includes prescriptions on transparency, including requirements that 
companies adequately communicate information on risk and return to 
investors; 

• Stipulates that, without approval, traders cannot invest in notes or other 
products located outside of the scope of regulation; and 

• Calls for companies to insulate themselves against conflicts of interest. 
 

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 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 lock-up period of one year will take effect – a measure that is 
designed to enhance the stability of the program by reducing short-term capital 
flows. 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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• 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. 
  
The circular also 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: NDRC strengthens private equity record-filing administration  
 
The National Development and Reform Commission (NDRC) has released a 
circular on private equity firm registration. The circular requires that, before 1 
June 2013, each provincial office in charge of private equity record-filing must 
register all private equity firms in their jurisdictions.  
  
The issuance of this document suggests a battle for influence over the private 
equity industry is underway between the NDRC and the CSRC. On 18 February 
2013 the CSRC issued a circular that specifies that qualified private equity firms 
can become eligible for public fund issuance. However, the NDRC circular states 
that it is against regulations for private equity firms to offer public securities 
investment funds.  
  
The NDRC circular also forbids private equity firms from offering private 
securities investment funds, financial securities investments and loans. The 
circular calls for a correction of such activities and specifies that firms that are not 
in line with the NDRC's regulations and that do not correct their activities will be 
designated as non-compliant. The NDRC circular also: 
  
• Requires local governments to meet a standard of full reporting of private 

equity firms and calls on them to conduct private equity industry risk 
investigation work; 

• States that firms scaled between 100 million to 500 million yuan should 
directly report to the provincial record-filing administration authorities, while 
those with a scale of over 500 million yuan should provide filing 
documentation to the provincial level authorities within a limited time period 
then, having undergone an initial assessment of the provincial-level office, 
report to the NDRC; 

• Calls for the strengthening of the private equity industry credit system, 
including the collection of credit record information of companies and their 
representatives; and 

• Calls for the establishment of local private equity and venture capital business 
associations to promote self-discipline within the industry and to offer 
information exchange, policy advice and training services. 
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In the first quarter, the 
CSRC issued the 
Administrative Rules for 
Securities Company Asset 
Securitization to broaden 
the scope of the market by 
lowering the threshold for 
securities firms to conduct 
asset-securitization 
transactions and by 
simplifying the application 
process. 

27 March: Shanghai Exchange promotes asset-backed securities transfer 
platform 
  
The Shanghai Exchange has issued a circular that allows securities traders to 
apply for asset-backed securities transfers. Those who submit applications 
should provide a listing application letter, issuance approval documentation 
issued by the relevant regulatory authority, proof of the raised amount of asset-
backed securities, special plan documentation, a legal opinion letter, a 
certificate of registration and custody of asset-backed securities, and other 
items as required by the SSE. 
  
Investors who take part in the asset-backed securities transfer platform should 
be in line with the Administrative Rules for Securities Company Asset 
Securitization, Specific Asset Management Plan documentation and other 
related regulations. Traders should develop a comprehensive system for 
determining the appropriateness of investors and make sure that investors are 
in line with the related regulations. The SSE will not make any judgments of or 
provide guarantees for investment risks or income of the asset-backed 
securities to be transferred.  
 
28 March: Hong Kong commits to global regulatory standards on FMIs 
  
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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29 March: CSRC releases new rules on quarterly reporting of GEM-listed firms 
  
The CSRC has announced an amended set of quarterly reporting rules for firms 
listed on China’s NASDAQ-style Growth Enterprise Market (GEM). Effective 
immediately, the rules aim to enhance the quality of GEM company information 
disclosure and provide investors with a better basis for gauging a company’s 
intrinsic value. The rules: 
  
• Increase non-financial information disclosure requirements by calling on 

companies to disclose factors that might affect their income, major product 
changes, new product promotions, progress of major orders, R&D progress, 
and the effects of these items on company production and performance; 

• Require companies to conduct an analysis of risk factors – including the 
impacts on the company’s own performance of business changes at its five 
largest suppliers or customers – and requiring the placement of risk alerts 
after major accounting numbers and financial targets in the quarterly 
reports; and 

• Promote electronic disclosure and mitigate disclosure costs by requiring only 
notices to be issued in paper form. Quarterly reports do not need to be 
printed, and they do not need to be sent to the CSRC, its constituent 
agencies, and exchanges.  
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