China’s Banking and Finance: Institutional Approach
By Young-Rok Cheong (Tel: 880-8514, e-mail: yrcheong@snu.ac.kr)

Meeting Schedule: Wednesday 14:00~17:00 Office: GSIS Building New Wing # 610

Office Hour: Mon. & Wed. 17:00~18:00 or by appointment
1. Purpose of Class

This course is to analyze dynamic Chinese economic development from financial and monetary perspectives.  After successful first stage transition from socialist to market oriented economy, China is undergoing drastic changes also in its financial arena.  Recently, Chinese currency is quickly internationalized.  In this respect, this course will trace evolution of Chinese financial markets and institutions on the one hand, and its impact to the outside world in particular.  As such, this course is offered to equip students with better understanding on Chinese economy emphasizing financial aspects, which is a companion with Chinese economy and the world in spring semester.

2.  Requirements

There will be no prerequisite but basic curiosity on China’s future of financial market.   Students are required to prepare 3 things.
- One page summary of most updated development on China’s financial markets or institutions (figures, organizations, regulations and etc) from diverse sources.  
-  Prepare assigned readings.

–  Homework; Updated Information and Performance on Institutions and Markets
- Quiz: Key Concepts and Chinese Translation of Major Terminology every 3 Weeks(10 to 15 mins)
3. Grading Criteria: Attendance: 25%, Weekly Summary: 25%, Additional Assignment: 25%, Quiz: 25% (*absence of 3 times over will automatic flunk.)
4.  Reading materials

· Mishkin & Eakins, Financial Markets and Institutions 

· Wei Benhua et al(2010), The New Financial Framework of China (in Chinese), 
PBC (2014), China Financial Stability Report 2014 (English)

Robert Minikin and Kelvin Lau(), The Offshore Renminbi, Wiley

Joe Zhang(), Inside the China’s Shadow Banking: The Next Subprime Crisis?

Experience based

5. Class Schedule (tentative): 

1. General Theoretical Approach (3 weeks including introduction)

1) Introduction: 
· Why is Banking and Finance of China important?

· Chinese Characteristics of Banking and Finance

2) Theory 1: 

-   Fundamentals of Financial markets/ Interest Rates and others// Maturity?

3) Theory 2// Basis of Banks I & II
· Basis of Banks II/ T-Account // Major Regulations

· Financial System of China/ Structure of Banking and Finance in China//Chronological Review

2. Institutional Aspect (basic revenue model of each?)
1) Banking Sector: Application of Basis of Banks to China: Banking Reform of China and Understanding Major Banks// Foreign Banks and Other Non-Bank Financial Institutions/ 

2) Central Bank

3) Securities Sector

(1) Securities Business and Companies// 
(2) Major Security Companies and their Role

4) Insurance Sector

(1) SOEs Reform and Social Safety Net

(2) Chinese Social Security(Safety Net)
5) Finance(budget Aspect); MOF (3 weeks)
(1) General System of Chinese Budget and Finance(traditional Textbook)

· Taxation globally(Socialist versus Western)/revenue side

· Tax Reform in China

· Role of MOF in the past

(2) Budget; NPC(expenditure side): Institutional Aspect

· No representative no tax?

· Process of Budget Decision making and Inspection(from soft to hard budget?)

· National Agenda and budgeting

(3) Business Cycle and Start of Debt financing; SC// Bonds market? (TBs)// Future market?/

· Stages of fiscal policy(~1992 / 1993~1997 Moderate fiscal policy?==> 1998~2004b Active fiscal policy( 2005~stabilized fiscal policy)9

· Issue of Local Debt

· Pro-cyclical Fiscal Policy

· Trilateral comparison in the NEAR
· Budget Soundness of China/ National Debt + Tax Reform?// * Local Bonds Issuance

3. Market Development: 

1) Money Market
Non-Financial Institutions(Enterprises) Loan market

Household: Mortgage Market

Financial Institutions: Interbank Market

- Money Markets: CFETS

*monetary policy?
2) Capital market
· Bonds, Equity, CBs/ Overseas Listing Small &Medium Enterprise
3) Other Markets (Insurance market)
(1) Insurance Business and Companies (2) Key Insurance Companies
4. Remaining Issues; Why Asia is outdated in financial market development?
1) Shadow banking / Real Estate bubble/ Local Government Debt
2) Yuan Internationalization

3) Regional & Global Influences// regional cooperation
4) Korean Financial Cooperation with China/(13)
5) SWF/ Other Issues
Mortgage + FX Market// Other markets (futures + Shanghai)

