CHINA COMMITS TO FURTHER OPEN
UP ITS FINANCIAL INDUSTRY TO
FOREIGN INVESTORS

On 10 November 2017, the State Council Information Office of China (SCIO)
held a press conference, inviting the Deputy Minister of the Ministry of
Finance, Mr. ZHU Guangyao to introduce the key achievements reached
during President Trump's visit to China (2017 US-China meeting). Among

others, Mr. Zhu announced a series of commitments of the Chinese Key issues
government to further open up China's financial industry. These commitments e Chinese government commits
demonstrate the Chinese government's continuing efforts to embrace foreign to further open up its financial
investors' involvement in China's economy and echo the market opening-up market.

policy mapped out in the recently concluded 19th Congress of the Communist

Party of China. e Implementation of these

commitments  will require

THE GIST OF THE ANNOUNCEMENT INCLUDES: amendments to the relevant
o . L ) . ) regulations and rules. It can be

e securities industry: a single foreign investor or multiple foreign investors in expected that the relevant new
aggregate may hold directly or indirectly up to 51% shares (as opposed to rules may be issued quite soon

the current 49% cap) in a securities company, mutual fund management
firm or futures brokerage company. This foreign investment cap will be
entirely lifted after three years upon implementation;

e banking industry: the current cap on shareholding by a single foreign
investor (i.e. 20%) and by multiple foreign investors in aggregate (i.e.
25%) in a domestic commercial bank or a financial asset management
company will be lifted; and

e insurance industry: the current cap (i.e. 50%) on shareholding in a life
insurance company by a single foreign investor or multiple foreign
investors in aggregate will be increased to 51% in three years, and this
foreign investment cap will be entirely lifted after five years.

The Chinese government has reiterated its policy to further open-up the China financial market in the past. Recent
prominent developments include allowing foreign assets managers to set up wholly foreign owned or joint venture private
fund management firms as well as replacing the prior approval based system with a more streamlined filing system for
unregulated foreign direct investment regime. However, this announcement during the 2017 US-China meeting, which
sets out a relatively clear roadmap and timeline, is undoubtedly another milestone event after China committed to opening
up its financial services industry upon its accession to the World Trade Organization. Although the implementation of the
announced commitments will require amendments to the relevant regulations and rules, it can be expected that the
relevant new rules may be issued quite soon.

For your ease of reference, we have prepared a table to set out a comparison between the current rules and the
commitments made in the 2017 US-China meeting.
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Type of Financial
Institutions

Current Cap(s)

2017 US-China Meeting

Securities Industry

Securities Companies

49% (by a single foreign investor or all
foreign investors in aggregate)

51% by qualified Hong Kong and/or
Macao financial institutions

51% (by a single foreign investor or all
foreign investors in aggregate)

100% after three years of implementation

Fund Management
Companies (mainly
engaged in mutual
fund business)

49% (by a single foreign investor or all
foreign investors in aggregate)

= 50% by qualified Hong Kong and/or
Macao financial institutions

51% (by a single foreign investor or all
foreign investors in aggregate)

100% after three years of implementation

Futures Brokerage
Companies

49% (by a single foreign investor or all
foreign investors in aggregate)

51% (by a single foreign investor or all
foreign investors in aggregate)

100% after three years of implementation

Banking Industry

Chinese Funded
Banks

20% by a single foreign investor

25% by all foreign investors in aggregate

The 20% (for a single foreign investor) and
25% (for all foreign investors) restrictions
will be lifted

The pre-establishment national treatment
shall apply

Financial Assets
Management
Companies

20% by a single foreign investor

25% by all foreign investors in aggregate

The 20% (for a single foreign investor) and
25% (for all foreign investors) restrictions
will be lifted

The pre-establishment national treatment
shall apply

Insurance Industry

Life Insurance
Companies

50% (by a single foreign investor of all
foreign investors in aggregate)

In three years, 51% (by a single foreign
investor or all foreign investors in
aggregate)

In five years, 100%
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Any content above relating to the PRC is
based on our experience as international
counsel representing clients in business
activities in the PRC and should not be
construed as constituting a legal opinion on
the application of PRC law. As is the case for
all international law firms with offices in the
PRC, while we are authorised to provide
information concerning the effect of the
Chinese legal environment, we are not
permitted to engage in Chinese legal affairs.
Should the services of a Chinese domestic
law firm be required, we would be glad to
recommend one. Clifford Chance is the
copyright owner of the above content which is
only provided for perusal and use by our
clients. Should the content be forwarded or
reproduced, please acknowledge that this is
the work of Clifford Chance. The above
content is for general reference only and may
not necessarily discuss all related topics or
cover every aspect of the topic concerned.
The above content is not prepared for the
purpose of providing legal or other advice.
Clifford Chance disclaims any responsibility
for any consequence arising from any action
as a result of reliance upon the above content.
Should you wish to know more about the topic
concerned, please feel free to contact us
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