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2 May: Shanghai Exchange calls on margin traders to present consolidated 
shareholdings reports 
 
The Shanghai Exchange has issued a set of draft measures that calls on shareholders 
in the margin trading and short selling business who hold shares in single listed 
enterprises through several securities accounts to consolidate reports of their 
shareholdings in those enterprises. The move is designed to raise the transparency of  
shareholders’ holdings. Additionally, the draft measures state that:  

• Investors who hold over 30 percent of a company should, in line with the Measures 
for the Administration of the Takeover of Listed Companies, register their plan to 
take over the company or apply for an exemption with the CSRC; 

• Shareholders who hold over 5 percent of a listed company and who become lenders 
for refinancing cannot take part in short-term transactions; and 

• Company managers who hold over 5 percent of their company’s stock cannot target 
that stock for margin trading and short selling.  

 
 6 May: State Council calls for capital account liberalization in 2013 
  
Following a meeting of the State Council Standing Committee, chaired by Premier Li 
Keqiang, the body announced a series of upcoming reforms for 2013, among which 
was a call to pursue several avenues of capital account liberalization, including:    

• Promoting market reform measures for the interest rate and exchange rate; 

• Creating a plan for yuan capital account convertibility; 

• Establishing a system for outbound investment by individuals; 

• Creating policies for investor rights protection; 

• Expanding the SME stock transfer system pilot; and 

• Standardizing the development of investment and financing methods such as bonds, 
stocks and trusts. 
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Major events in May included a call by the State Council for capital account 
liberalization (p. 1), the introduction of new draft measures covering fund 
management market entry (p. 2) and fund servicing institutions (p. 3), the end of 
automated trading at the Hong Kong Mercantile Exchange (p. 4), and the release of 
information regarding plans to launch a preferred stock pilot (p. 5). 



8 May: CSRC official discusses conditions for innovation 
  
At the 2013 Brokerage Innovation Conference, CSRC Vice 
Chairman Zhuang Xinyi gave a speech in which he set 
priorities for innovation in the securities industry. He 
highlighted five specific conditions for innovation:   

• Innovation must continue to move forward; 

• Innovation must focus on raising competitiveness; 

• Innovation must be balanced against risk controls; 

• Innovation must deepen reform and strengthen support 
mechanisms; and 

• Regulatory work must keep up with industry innovation. 
  
  
9 May: NDRC calls on underwriters to stop using agreed 
pricing in debt issuance 
  
According to an article in Caixin, in late April, the National 
Development and Reform Commission orally told 
underwriters of enterprise debt to stop using negotiated 
pricing during the debt-issuance process. The NDRC 
encouraged them to use book building instead. 
 
Some industry insiders say that book building is more 
transparent because it allows investors to weigh in on the 
price. Caixin's sources had doubts that the book-building 
method would be strictly followed. 
  
  
10 May: CSRC fines Ping An Securities in IPO case with 
implications for intermediaries 
  
The CSRC has announced the conclusions of its 
investigation into a case of fraudulent reporting by Wanfu 
Biotechnology (Hunan) Agricultural Development, a start-
up board company that inflated its valuation during an IPO 
listing process in 2011. The regulator declared that the 
sponsor, Ping An Securities, as well as an accountant firm 
and a lawfirm, had neglected their responsibility to 
conduct due diligence on the listing firm.  
  
The CSRC has fined Ping An Securities 76.65 million yuan – 

an amount that was three times the revenue that it would 
have earned from sponsoring Wanfu. The CSRC also 
suspended Ping An's qualification to sponsor IPOs for 
three months. The accountant firm and lawfirm earned 
similar penalties with longer suspension periods. 
Implicated individuals at all three firms were also fined and 
saw their related individual qualifications suspended.  
  
According to analysts, the CSRC may hope that, by giving 
out harsh penalties in this case, it can dissuade other 
intermediaries from supporting fraudulent IPOs. 
  
 
15 May: SFC begins consultation period on reform of 
Hong Kong's professional investor regime 
  
According to the latest reform plan of the Securities and 
Futures Commission (SFC), intermediaries will have to 
determine whether investments are too risky, and 
therefore unsuitable, for the individual investors for whom 
they provide recommendations.  
 
Additionally, agreements must mention which types of 
investors the investments in question are suitable for and 
clearly state the services that will be provided to the client. 
Finally, the tests by which professional investors are 
identified will be streamlined.  
  
Previously, those who had been identified as professional 
investors, defined as having portfolios of over HK$8 million, 
were not subject to suitability tests. SFC CEO Ashley Alder 
said that the proposed plan was meant to ensure that all 
individuals, regardless of wealth, would enjoy protection. 
 
 
17 May: CSRC draft measures propose lowering fund 
management market entry threshold  
  
The CSRC has released a new set of draft measures that 
lower the market entry threshold, simplify the approval 
process, and raise the vitality of the public securities 
investment fund industry. According to the CSRC, the draft 
measures have been written in line with China’s new 
Securities Investment Funds Law.  
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Overall, the draft measures:  

• Bring fund managers and other applicants who wish to 
offer public funds under the scope of regulation; 

• Eliminate paid-in capital requirements for foreign 
shareholders of fund managers; stipulate net asset and 
experience requirements for institutional and 
professional investors who wish to become principal 
shareholders in fund managers; and stipulate asset and 
experience requirements for those institutions or 
professional investors who wish to become non-principal 
shareholders holding over 5 percent of shares;   

• Add flexibility to a previous rule that said that a fund 
manager’s shareholder, including the ultimate 
controlling party (UCP), cannot control more than two 
fund managers, only one of which can be a holding 
company. The draft measures exempt UCPs and cancel a 
rule that restricted shareholders from investing in their 
own industry to prevent conflicts of interest; 

• Strengthen fund company incentive and constraint 
mechanisms; 

• Establish functional supervision of fund management so 
as to unify regulation for traditional fund companies, 
securities companies, insurance asset managers, and 
private securities fund management companies; 

• Refine legal responsibility; and 

• Clarify regulatory requirements for fund company listing 
and cancel some administrative licensing requirements, 
such as removing licensing requirements for setting up 
branches. 

  
 
17 May: CSRC announces draft measures for the 
administration of fund servicing institutions 
  
The CSRC has released draft measures covering 
institutions that provide services to securities investment 
funds. These funds have recently developed rapidly 
alongside of the fund management business. The included 
service providers and some related changes include:  

• Sales and sales payment: Standards for sales and sales 

payment service providers as well as the safety and 
timely payment of settlement capital;  

• Share registry: Establishment of fundamental conditions 
that must be met by institutions that take part in share 
registry, as well as industry standards and measures for 
mitigating conflicts of interest; 

• Fund assessment: Qualifications for fund assessment 
institutions as well as legal responsibilities and 
registration processes;  

• Investment consulting: Conditions that investment 
consultants must meet when working with fund 
managers or fund investors;  

• Fund rating: Standards for the fund rating industry and 
clarifications regarding internal controls, rating methods, 
prevention of incorrect ratings, prevention of conflicts of 
interest, and prevention of the improper use of ratings; 

• IT systems: Regulation of software development, IT 
system operations, system security and electronic 
trading platforms in order to protect investors’ interests 
and safety; and 

• Legal and accounting services. 
  
Additionally, the draft regulations clarify administrative 
penalties as well as the authority of the CSRC over 
providers of services to the fund management industry. 
 
 
17 May: CSRC releases draft measures for the regulation 
of managers of open fund management institutions 
  
Through a new set of draft measures and implementation 
rules, the CSRC aims to regulate the directors, supervisors, 
and high-level managers of open securities investment 
fund management companies. The measures: 

• Bring all upper management staff under the scope of 
regulation; 

• Require fund managers to maintain the performance of 
directors and supervisors; 
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• Implement administrative assessment system reform by 
cancelling the approval processes of some high-level 
managers, increasing the leeway of the market in 
choosing some managers and increasing self-control of 
personnel within the industry; 

• Call for the institution of an electronic submission 
process for reporting on appointments and removals; 

• Specify that qualifications for managers should take into 
account extensive experience; and 

• Raise the effectiveness of measures to replace managers, 
identify inappropriate personnel, and handle illegal 
behavior. 
 
 

18-31 May: HKMEx to surrender its trading license 
  
On 18 May, the Hong Kong Mercantile Exchange 
surrendered its license to provide automated trading 
services due to its inability to maintain enough cash on 
hand to cover nine months of operations – a basic 
condition set by the Hong Kong Securities and Futures 
Commission (SFC).  
  
Chairman Barry Cheung told the media that the HKMEx 
was in the process of working on a rights issue, to be 
completed in June, that would raise US$100 million, 
enough to support the exchange for three or four years. In 
the meantime, the HKMEx would work on a strategy for 
the future, he said. Cheung said that future shareholders 
would likely be based on the mainland. 
  
As of 31 May, the SFC and the Hong Kong police had both 
begun investigations into the incident to determine 
responsibility for the failure of the exchange and whether 
criminal behavior was involved. Six people have been 
arrested to date.  
 
Meanwhile, although he has not been charged with 
wrongdoing, Barry Cheung has resigned from his 
professional and government posts.  
 
 

20 May: HKEx announces introduction of new mainland 
stock index futures and ETFs 
  
Hong Kong Exchanges and Clearing Limited (HKEx) has 
announced that it is furthering its goal of expanding its 
line-up of mainland China-related products by offering CES 
China 120 (CES 120) Index futures and stock shares on 
three A-share exchange-traded funds (ETFs).  
  
CES 120 tracks the performance of large, liquid stocks 
from the mainland and Hong Kong. The new futures 
product will be the world's first exchange-listed derivatives 
product that offers simultaneous exposure to mainland 
and Hong Kong stocks through a single contract that can 
be used for hedging. HKEx hopes to launch these futures 
on 8 July. 
  
As for the three new stock futures contracts, they include 
futures on the CSOP FTSE China A50 ETF, iShares FTSE A50 
China Index ETF and China AMC CSI 300 index ETF. These 
products will be available on 10 June, subject to regulatory 
approval. 
  
  
23 May: NDRC to investigate some bond-issuing 
enterprises  
  
The Chinese media has reported that the NDRC has 
distributed a circular that announces an upcoming 
investigation into corporate bond issuance. The 
investigation will be conducted in three stages in line with 
the categorized auditing and approval standards that the 
NDRC announced in April 2013.  
  
Examined firms will mainly be in the "Strictly Examine" and 
"Appropriately Control the Scale and Pace" categories that 
were announced in the April circular. Firms will undertake 
self-reporting. Provincial offices under the NDRC will then 
review the reports prior to investigation by the NDRC for 
irregularities. Investigations will mainly look at compliance 
with national policies, financial indicators, how funding 
from previous debt issuances is being used, credit ratings 
and similar measures. 
 



24 May: CSRC to speed up promotion of preferred stock  
  
The Chinese media have released the details of a set of 
minutes that correspond to a CSRC meeting on preferred 
stock. Huo Da, head of the CSRC's Department of Market 
Supervision, reportedly told the attending regulators, 
exchanges, securities companies, fund companies and 
commercial banks that the CSRC would submit a pilot 
preferred stock plan to the State Council in May. 
  
The CSRC revealed that it had already determined the 
adjustments that would be necessary to China's 
Companies Law and Securities Law to accommodate the 
preferred stock pilot and had been in communication with 
the State Council Legislative Affairs Office, which 
determines the legality of new policies. 
  
The CSRC also defined the rights of preferred stock holders 
under the program, most of which correspond to the 
rights that exist in other markets. They include:  

• Limitations on taking part in operation and decision 
making within the firm; 

• Enjoyment of a preferred, fixed dividend; 

• Preference over common stock holders in dividend 
payment and during liquidation; 

• Voting rights for major matters and matters related to 
the interests of preferred stock dividends; and 

• Possibility of gained voting rights when dividends have 
not been paid consecutively. 

  
Additionally, the issuer may determine the amount of the 
dividend, the cumulative clause, and whether the stock 
can be transferred or sold. 
 
24 May: CSRC and MOF sign accounting and auditing 
MOU with the US PCAOB  
 
The CSRC and the Ministry of Finance (MOF) have signed a 
memorandum of understanding (MOU) on enforcement 
cooperation with the US Public Company Accounting 
Oversight Board (PCAOB). The document establishes a  
framework under which China and the US will exchange 

accounting and auditing investigation documents to 
facilitate cross-border investigation of Chinese auditing 
firms that are registered with the PCAOB.  
 
Because the PCAOB may provide the auditing documents 
to the US Securities and Exchange Commission (SEC) after 
notifying the CSRC, the MOU might also facilitate the SEC's 
investigation of Chinese firms that have listed in the US.  
 
However, since the SEC will not have direct access to the 
information that it is seeking, US regulators may perceive 
the MOU as just a step in the right direction as opposed to 
a solution to the problem of obtaining adequate 
documentation from Chinese firms that are under 
investigation. 
 
 
27 May: No word yet on who will become CIC CEO 
 
China Investment Corporation (CIC), China's sovereign 
wealth fund, has announced the State Council’s 
appointment of former ICBC Vice-President Li Xiaopeng as 
CIC's Chairman of the Board of Supervisors. Li, a highly 
regarded bank manager who, most recently, was 
responsible for retail banking and credit approvals, will 
replace Jin Liqun, who is taking on the role of Chairman of 
the China International Capital Corporation.  
 
CIC has not yet announced an appointee for the role of the 
CEO, which was left vacant when former CEO Lou Jiwei 
became Finance Minister in March 2013. Consequently, 
intense speculation over potential candidates is likely to 
continue.  
 
 
28 May: CSRC plans 2013 relaunch of government bond 
futures 
 
Addressing a derivatives forum organized by the Shanghai 
Futures Exchange, Jiang Yang, Assistant to the Chairman of 
the CSRC, said that the regulator would work to promote 
relisting of treasury bond futures this year, as well as 
steam coal and iron ore futures. Previously, no timetable 
has existed for a treasury bond futures relaunch.  
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The market for government bond futures was closed in 
1995 after an attempt by China's largest securities broker 
to push down the price through short selling forced the 
government to step in to cover losses. The State Council 
rejected a CSRC plan to relaunch treasury bond futures in 
2012. Until Jiang's speech, the CSRC had refrained from 
providing a new timeframe for their relaunching.  
 


