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Brief History of 

Modern Chinaôs Financial Market



Three Phases of Chinaôs Financial Market

Phase I (1979-1989)

Establishment of 

Banking Market

Phase II (1990-1997)

Establishment of

Capital Market

Phase III (1998-Present)

Establishment of 

Legal System

1949

Peopleôs Bank 

of China 

(PBOC), served 

as both the 

central bank 

and a 

commercial 

bank

1979

Four state owned 

banks established 

and took over 

PBOCôs 

commercial 

business

1982

Foreign banks

were permitted 

to set up 

branch offices 

in SEZ 1985

Govnôt 

legalized the 

status of

foreign banks

The Shanghai 

Stock Exchange, 

and Shenzhen 

Stock Exchange 

have been formed

1990

1992

To consolidated the 

supervision of capital 

markets, China 

Securities 

Regulatory 

Commission was set 

up

1998 The 

promulgation 

of the 

Securities Law 

formalized the 

legal status of 

capital 

markets in 

economy.

2005

Govnôt initiated 

reform that made 

non-tradable shares 

tradable, aligning the 

interests of large 

shareholders with 

that of outside 

shareholders

China 

established

China 

Insurance 

Regulatory 

Commission 

China 

established 

China Banking 

Regulatory 

Commission.

2003



Development with Chinese Characteristics

ÅYoung but growing rapidly

ïBanking market has 30 years history, but

ÁTotal outstanding loans reached USD6.7 trillion (2009)

ÁICBC became the worldôs largest bank in terms of market capitalization, and 
the most profitable lender (2009)

ïSecurities market has 20 years history, but

ÁEquity market capitalization has achieved USD 3trillion (2007)

ÁShanghai Exchange has overtaken Hong Kong in terms of market 
capitalization, became the 6th largest exchange in the world

ï Legal structure has 10 years history, but

ÁChina have over 160,000 governmental officials working in this area (2008)

Outcome: Less advanced infrastructure

ÅNot only regulator but also shareholder

ïGovnôt ownership is common (33% public shares were state owned in 
2005)

Outcome: Top-down approach

Source: CSRC, ñChina Capital Markets Development Reportò 



Social Investment in China



Report: Sustainable Investment in China 2009

Objectives

ÅInvestigate current state of sustainable investment 

market in China 

ÅDevelop recommendations to stimulate this market

Scope

ÅInvestment in public equity & private equity in 

mainland China

ÅA share market + ADRs

Research methodology

ÅDesktop research

ÅAround 100 interview with government agencies, 

institutional investors, asset managers, equity 

research, academic and civil society. 

Source: EuroSIF. ñSRI Study 2008.ò 



Social Investment Supply Chain

Financial market regulators

Securities exchanges

Insurance company 

reserve funds

Mutual 

funds

Pension 

funds

Endowments & 

foundations

Asset Managers

Buy-side research

Listed equities
Alternatives (Private equity, 

real estate, etc.)

Sell-analysts 

(broker/dealers)

Independent 

research

Stock ownership 

services e.g. 

proxy voting

Rating agencies 

& sustainable 

indexes

C O M P A N I E S

High Net Worth 

Individuals

Voluntary principles

& learning network

http://www.unpri.org/
http://www.unpri.org/
http://images.google.com/imgres?imgurl=http://europeandcis.undp.org/uploads/public/Image/globalcompact_logo(2).bmp&imgrefurl=http://europeandcis.undp.org/poverty/show/ABF08C6D-F203-1EE9-B4793C4A8E0B888A&usg=__HGFmS8Dg-dJXhaNrjg25sFWsmro=&h=330&w=349&sz=338&hl=en&start=1&tbnid=HIRcx8cvOl-8MM:&tbnh=113&tbnw=120&prev=/images%3Fq%3DGLOBAL%2BCOMPACT%26hl%3Den%26rlz%3D1T4RNWI_enSG316US213%26sa%3DN%26um%3D1&um=1


Investment Supply Chain Mapping

Financial market regulators

Securities exchanges

Insurance company 

reserve funds
Mutual funds

Pension 

funds
QFIIs

Asset Managers

Buy-side research

Listed equities
Alternatives (PE)

Sell-analysts 

(broker/dealers)

Independent 

research

Stock ownership 

services e.g. 

proxy voting

Rating agencies

C O M P A N I E S

Civil Society

Tsing Capital

NSSF

STB

Norwegian 

Pension 

Fund

Industrial FundChina Reinsurance

SSE-

SRI

CCB-Principal

Green IPO 

Policy & CSR 

Reporting



Key Findings

ÅSustainable Investment (SI) is a nascent market 

in China.

ï SI is still a niche play rather than mainstream 

strategy

ïSI supply chain has not formed yet, and the market 

currently remain undeveloped 

ÅChinese homegrown SI mythologies primarily 

focuses on compliance and governance. 

ÅThe current SI development is early signs of a 

growing market in China.



BSR Overview



We work with business to create a just and sustainable world

We have worked in more than 70 

countries from six offices in Asia, 

Europe, and North America

San Francisco

Beijing

Guangzhou

Hong Kong

New York

Paris

Washington DC

Languages & Dialects Spoken:

Cantonese

Dutch

English

French

German

Guarani

Hindi

Italian

Japanese

Kannada

Lao

Mandarin

Portuguese

Russian

Shona

Spanish

Swedish

Tagalog

Taiwanese

Thai

Urdu

Vietnamese



The BSR Approach

Member

Network

Cross-sector 

Collaboration

Consulting

Services

Research & 

Innovation



Member Network: More than 250 BSR member companies

Industry Focus Areas

Agriculture, Food, and Beverage 

Consumer Products

Energy 

Financial Services 

Information and Communications Technology 

Media and Entertainment 

Mining and Minerals

Pharmaceuticals and Biotechnology 

Transportation and Logistics

Travel and Tourism

Sample member companies

Å The Allstate Corporation 

Å American Express Company 

Å ANZ Banking Group

Å Barclays Bank PLC

Å The Bank of New York Mellon 

Å Calvert Group, Ltd. 

Å Citigroup Inc. 

Å General Electric Company 

Å Kohlberg Kravis Roberts & Co.

Å The Redwoods Group

Å Risk Metrics Group, Inc.

Å Rockefeller & Company 

Å Standard & Poorôs

Å State Street Corporation

Å Sumitomo Trust and Banking Co.

Å Tsing Capital 

Å Visa USA, Inc. 

Å Wells Fargo & Company



ESG Services in China

Strategic Focuses:

üAwareness Raising

üESG News Screening

üESG Engagement

BSR works with financial 

institutions to develop 

sustainable business 

solutions, and customized 

support


