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Abstract: With the acceleration of financial reform and ttstablishment and development of financial mar-
kets, financial risk has become increasingly foduse the most influential and social risk. From @tgnese
financial industry's long-term stable developmeithe financial regulation, financial restructurjrfgnancial
liberalization and the establishment of modernmpnige system and other aspects of preventive eomeia-

sures of China's financial risk.
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1. Introduction

Along with our country reform of monetary system's
quickening as well as money market's establishrardt
the development, in the national economy which lojay
day opens the financial capital central tendencylis
vious, is also accompanied by the noticeable fii@nc
risk inevitably. Therefore, we both deal with thaim
financial risk hidden danger to have are clear albog
enough understanding, and should in the absorptioer
country experience process, display the existipgsar-
ity, takes the effective measures to strengtheitipely

to the financial risk guard and melt ability. Howrther
studies to guard against the financial risk, insesuthe
foreign capital to be how more, to be more effasgtiv
healthily serves for our country socialist econooon-
struction has the vital significance.

2. Establish and improve a scientific and ef-
fective regulatory system, increase the in-
tensity of supervision

In the current Chinese finance practice, the gavent
has not taken the powerful measure to carry offinlaa-
cial supervision, specially China since long finahor-
gan establishment system and financial systemtdcres
tion content for the financial supervision creatigood

tablishment and the consummation correspondingrsupe
vision system.

2.2. Establish the Public Opinion Surveillance
System and the Administrative Legal System
Surveillance System

From the exterior lecture, but should also esthhiise
public opinion surveillance system and the adnaiste
legal system surveillance system, both must sthemgt
the information to disclose, increases the findrmigan
the transparency, and must enlarge to the financign
illegal activities punishment dynamics, enhancesctin-
trary cost, contains the contrary act in violatimegula-
tions the continually occurrence.

2.3. Strengthen the Financial Legislation and
Further Strengthens the Financial Supervision

To maintain the financial service to be stable nprtes
the national economy continually, stably, the comted
development, must suspend the financial supervisian
prominent position, must establish the credit ggkard
mechanism as soon as possible, the guarantee &fiad s
operation. The establishment loan supervision Byste
strengthens to the loan “three looks up” the cdritre
spection, the promotion risk loans management syste

environment, had not attenuated government's mamj\getization and the standardization, by establishegtile

ment dynamics, has enlarged the financial riskrédfoee,
we must establish and the perfect set of scierfeetiafe
supervision system, increases the supervision digsam

2.1. The Establishment and The Consummation
Corresponding Supervision System

From the financial system interior, what is mosesdial
is must establish an authority cognizant agenoysest it
to become the internal stabled. Therefore, the Ilesop
Bank of China should act according to various faian
organ risk condition the different manifestatiohe tes-
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mately, the steady financial movement order grdgual
Therefore, but must strengthen the financial legjish, is
advantageous for legally the standard each kind of
finance behavior, further strengthens the finansigder-
vision.

2.4. The Government and Central Bank Mainly
Should Devote to Systematic and the Regional
Financial Risk Guard

The government and Central Bank mainly should devot
to systematic, the regional financial risk guandecsfi-
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cally speaking. First, the development capital regrk
enhances the direct finance the proportion, redtives
financial organ financing pressure. Second, théiveul

3.2. The Relationship between Government and
Enterprises

tion and the consummation good credit environment, The relationship between government and enterprises

through the perfect legislation, the law enforcenveork,
causes the entire social the transaction activity e
creditor's rights debt relations agreement redocttbe
standardization. Third, implements and realizes ithe
vestment in the fixed assets capital in cash sy#itenty,
who invests, who profits, who braves dangers, resluc
the financial organ fixed asset loan pressure, dvgs
the credit property quality, the attenuated finanis&.
Fourth, strengthens the Central Bank to the firerokr
dustry supervision.

2.5. The Financial Organ Should Guard Against
Own Risk Diligently

The financial organ should guard against own rigk d
gently, this is reduces the financial risk the Kélge key
measure includesDRaises the financial organ capital
sufficiency of capital, the enhancement unloadsgden
ous ability.@Implements the careful management strict-
ly, establishes and improves including gathersgéngge
legitimate control, the property debt proportiooahtrol,
the property management responsibility power céntro
the management audit investigation control and 130 0
internal control system(® Nimbly using the PAROC
control law, asset portfolio principle control laand

model control law and so on overseas advanced risk

management methodd The perfect compensation for
risk system, the concrete form is various finanoigjan
sets up the bad debt reserve fund generally.

3. The Deepening Economic Restructuring
and the Improvement Finance Operation
Environment

China will deepen economic structural reform ofafin
cial systems and mode of operation have a profauad
pact on the financial sector should seize the faver
opportunity of economic reform, give full play teetrole
of financial leverage to take positive measuraadoease
capacity to resist financial risks, reduce and lk@sd he
risk of domestic financial turmoil. The concreteposal
has the following several points:

3.1. Correctly Handle the Financial Relationship
Between Reform and Economic Reform

In the realization of economic restructuring, eqoi®
restructuring and credit structure, optimize ecoigom
structure to promote and revitalize the stock, rojzied
increment, in the context of national policy tooall the
financial work to support the reform of state-owresd
terprises do a good job. Because only the stateedwn
enterprises to life, economic efficiency, and teeethe
pressure on banks to radically reduce financi&bris
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completed implementation of the Enterprises. "Gover
ment-led" economic growth in East Asia who have
created a miracle, but it also led to a historg ore East
Asian financial crisis. This is because the govesnim
run enterprises easily blind expansion, the resrtonly
lead to excessive growth of non-performing finahcia
assets. China must learn the lessons of the Eadah As
financial crisis, and strictly implement the sepiara of
enterprise, streamline state asset ownership, ighés,r
income rights and the relationship between dismneti
Government, as representative of the ownershigadé s
assets, the identity can only be funded outsidtheffi-
nancial companies to share business income, aad-fin
cial enterprises can not intervene in businessatip@as;
the government as a social owners, management of fi
nancial enterprises, mainly in accordance with Mar
cro-control; and financial firms as economic organi
tions should pursue their own interests to maxintize
operating principle.

3.3. Correctly Handle the Financial Relationship
Between Reform and Economic Reform

Do not linger over the so-called "large group mbdie
"Korean development model. " The formation of enter
prise groups, should be the formation of a markene
omy through competition, should not be artificiapyt
together, "arbitrarily arranged"to form a large ypois
not viable. Enterprise is not the bigger the betthe
most fundamental problem is that the competitiverads
enterprises. China should focus on the currentdate a
fair competition mechanism, the abolition of disuna-
tion of small enterprises, especially non-state-euvn
small business policy and system efficiency rathean
on the ownership and size of "tilt".

3.4. Good Internal Management System

The internal management organizational reform's ¢®r
must establish set of balanced restrictions, thesrand
regulations to be perfect, the movement order ottr
from the inside the mechanism, must pay attentps: s
cially prevents the owner to the operator authaity of
control aspect appearance, namely prevents opsrator
authority to keep in balance deficient in the euiee,
lacks the restraint outside the enterprise, mayrebthe
enterprise property so-called “the insider to colfitwill-
fully. It can be said that perfect controls frone timside
the mechanism is the financial organ standard nenag
ment behavior and the effective guard risk impdrtan
means.

4. To Develop and Improve the Financial
Market System



Mengji Ren

4.1. Strengthen Financial Market Infrastructure

Strengthen financial market infrastructure, andvabt
create conditions to improve national unified ibterk
borrowing market, a reasonable guide the flow ofdf
to achieve the interest rate market and createrdhl®
conditions; to develop and improve the paper matket
discount market and the bond market (including gove

4.4. With the socialist market economy of the
financial system

Must consummate take the People's Bank as therleade
ship, take the Commercial bank, the policy-typekbas
the main body, many kinds of financial organ coxgs
financial system; And defers to “a minute industrgn-
agement, is divided industry the management” tle- pr

ment bonds and corporate bonds Market), short-term ciple, limits the banking industry, the securitiessiness,

financing for businesses and banks to create thdico
tions; accelerate the pace of capital market devednt,
in regulating the securities market on the basisotl-
erate expansion of the stock and corporate bonkefha
variety of financing channels for enterprises tempp,
and long-term development through the capital ntaxke
raise funds .

4.2. Deepening the reform of financial system

Speed up the reform of state-owned commercial bamks
establish legal status and financial enterprisesdthmi-
nant position of market competition, by economigioa
and set up regional branches, practice an indepgnde
self-financing. Specifically, according to the moden-
terprise system is the basic requirement - "prgpéghts
clearly established, separation of enterprise amhtfic
management” to the implementation of standardized
reform of state-owned banks to make truly autonanou
self-financing, self-development , self-restrairft the
corporate entity and the market competitors; eistabl
and improve the commercial banks, "a legal entitg;
rarchical classification authority, "the managemsys-
tem, reform of state-owned commercial banks, omgani
tion, proper contraction of state-owned banks frooh-
struction of state-owned firms by economic divisidrhe
new framework.

4.3. Actively Foster and Develop the Financial
Market and Actively Develop the Capital Mar-
ket

Actively foster and develop an orderly, efficieimancial
markets, and actively develop the capital markelt exx
pand the scale and proportion of direct financimgl a
reduce bank lending pressure to spread the risksisf
ness, not a lot of focus on the bank, which isrevent
and defuse financial risks An important way. A lirea
through in China's financial reform is to develdge t
capital market, which has become the consensuseof-
ists. Therefore, we should actively support thelthga
development of securities markets, accelerate ¢veld
opment of China's investment funds, investment imank
culture. While also strive to foster the currencgrkets,
especially interbank market, and bill discountingrket.
Steadily, the proportion of direct financing to ergd the
specification.
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the insurance business, the trust industry manageme
object and the management scope strictly, construct
many kinds of financial organ coexisting, the fumct
finally supplementary, the intercoordination cooation
stabled vital financial organ system.

5. Promote the Internationalization of Fi-
nancial Opening to Promote Financial

Given the current international financial markelatitity
anomaly, caused a great many countries, the intenad
of the financial system against systemic risk i tieans
and ability have yet to be improved, and the lovelef
financial development in China, and weak anti-abHi-
ty to the actual situation, Financial liberalizatimust be
with the overall level of China's economic devel@min
and the quality of the fit. Therefore, to upholé trealthy
development of the principle of progressive libieation.
Specific recommendations are as follows:

5.1. Currency Liberalization and Economic
Reform of International

We should actively carry out prudent monetary Etier
zation and internationalization of the economy ¢jen
it is necessary to the development of internaticagital
markets, but also guard against speculative attacks
international capital arbitrage. Capital flows wiltht only
bring economic benefits, but also huge risks lugkibhis
requires capital receiving countries must guardirsga
the risk of predictability, to redouble vigilanae prevent
the huge international short-term speculative eajit-
flows, the impact of domestic financial markets.

5.2. Select to Enter the Chinese Market, Foreign
Financial Institutions

Continue to select foreign countries have poweafod
reputable financial institutions to enter the Chkimenar-
ket, especially to the gradual introduction of isiveent
banking, asset and fund management and finand&tin
mediary services and other aspects of institutisnsas
to improve the domestic business development isethe
areas level. Development of capital markets atstmae
time, strict capital account exchange controls barts
term capital management and strict control of non-
resident holdings of the currency and attract tpredli-
rect investment should adhere to the mainly spécala
arbitrage to reduce the possibility of internatiohat
money.
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5.3. Foreign banks to conduct RMB business to
expand the scope and scale

The steady expansion of foreign banks to conducBRM
business scope and scale. Meanwhile, tax and pthier
cies with the domestic Chinese banks unite to farm
equal competition. Free convertibility of RMB ineth
financial markets are more mature and effectivelémp
mentation of monetary policy, exchange rate statdlind
monitoring capacity has improved greatly since first
implementation of the conditional convertibility tifie
last effort to free exchange.

5.4. To support domestic financial institutions to
international financial markets

To take effective measures to support domestia iz
institutions to the international financial marketbe
formation of two-way flow, and promote financiaten
nationalization. At the same time, extensive natidi
nancial risk education, training of financial riskvare-
ness, foster rational investment behavior and ingtbe
prevention and control of all financial risks oftioaal
consciousness and initiative.

6. Conclusion
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With the acceleration of financial reform and tretab-
lishment and development of financial markets, rfiial
risk has become increasingly focused on the most in
fluential and social risk. Therefore, we should enstand
our financial situation, strengthen financial swison
and take preventive measures to protect Chinaaisad
and healthy development. Strengthening financipksu
vision, deepen economic restructuring, improverttae-
ket of the financial system and guard against ssfdsg
financial risks is the era of reform and openingaugask
given to all citizens, it is difficult and complesystem
which needs all the people from all aspects ofGhé
nese efforts.
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