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§1, Introduction of the 

Issues

China - ASEAN Free Trade Area officially started on January 

1, 2010, forming a great economic entity which covered 11 

countries and 1.9 billion people. After five years’ development, 

China and ASEAN trade amounted to $ 480.394 billion in 2014(an 

increase of 8.3%, which is 4.9 % higher than the average growth 

rate of China's overall foreign trade). China-ASEAN trade volume 

accounted for 11.16% of China's total foreign trade. The rapid 

development of economic and trade relations brought both greater 

opportunities and new challenges to China - ASEAN financial 

cooperation.



§1, Introduction of the Issues

(2)

In September 2013, the State Council promulgated the "general 

planning of China (Shanghai) free trade test area", and the FTA 

construction officially began. 

This paper utilizes Shanghai Free Trade Area as the background, 

analyzes financial opening-up initiatives in the construction of FTA 

and major problems existing in China-ASEAN financial 

cooperation, and finds a coherence point between them. The paper 

presents views from the perspective of FTA financial opening-up, 

and explores strategies and measures to promote financial 

cooperation between China and ASEAN.



§2, Financial Opening-up in FTA

2.1 Openness of Financial Service Industry

2.2 The Implementation of Financial 

Innovation Business



2.2.1 Establish Free Trade Account 

System

2.2.2 Promote the Facilitation of 

Investment and Financing Exchange

2.2.3 Expand the Cross-Border Use of 

RMB

2.1 Openness of Financial Service 

Industry



2.2.1 Establish Free Trade 

Account System

There were only some bank branches before the listing of Shanghai 

FTA. After listing, a large number of financial institutions and 

enterprises settled in the area, and the agglomeration effect of 

financial services industry is more significant. At the end of December 

2014, the district licensed 116 financial institutions, including 22 

Chinese-funded bank branches, 25 foreign-funded bank branches (all 

branches), 7 non-bank financial institutions,16 insurance institutions. 

Financial service industry has become one of the five leading 

industries (the other four are international trade, shipping logistics, 

professional service, and high-end manufacturing industry).



2.2.2 Promote the Facilitation of 

Investment and Financing 

Exchange
First, the international gold trading center’s 

gold "international board" was officially 

launched on September 18, 2014. 

Second, the International Energy Trade 

Center's first trading product - Crude oil 

futures have been formally approved by the 

SFC and are expected to be on-line traded in 

2015. 



2.2.3 Expand the Cross-Border Use of 

RMB

The opening-up policies of the financial service industry are 

substantially implemented. First, the policy allows qualified foreign 

financial institutions to set up foreign banks. The district has set up 25 

foreign bank branches so far. The second is to allow qualified private 

capital and foreign financial institutions to set up joint Chinese-

foreign bank. The third is to establish limited license banks in the test 

area. The fourth is to allow qualified Chinese banks to conduct 

offshore business. The fifth is to establish professional health care 

insurance agencies. Sixth, there are no minimum registered capital 

constraints to single boat subsidiaries founded by financial leasing 

companies in the test area. The seventh is to allow financial leasing 

companies to concurrently operate the related business. 



2.2 The Implementation of Financial 

Innovation Business

2.2.1 Establish Free Trade Account System

2.2.2 Promote the Facilitation of Investment and 

Financing Exchange

2.2.3 Expand the Cross-Border Use of RMB

2.2.4 Promote Pilot Project of the Marketization of 

Interest Rate

2.2.5 Deepen Foreign Exchange Management 

Reform 



2.2.1 Establish Free Trade Account 

System

As of the end of 2014, a total of 9741 free 

trade accounts were opened, with a balance of 

13.43 billion yuan. 9638 of them were agencies, 

and 103 were individual households.



2.2.2 Promote the Facilitation of 

Investment and Financing Exchange

Up to now, five content involved in Investment 

and financing exchange facilitation from ‘Article 

30 of central bank’ has been partly implemented. 



2.2.3 Expand the Cross-Border Use 

of RMB

Up to now, Expanding the cross-border use of 

RMB innovation policy has been implemented for 

the most part, in cross-border RMB business is 

growing fast. 



2.2.4 Promote Pilot Project of the 

Marketization of Interest Rate

<The notice about opening up retail foreign 

currency deposit interest rate ceiling in China 

(Shanghai) free trade area> released at the end of 

February in 2014, after opening up retail foreign 

currency deposit interest rate ceiling less than 

$300 million, FTA became the first area to finish 

the marketization of interest rate. 



2.2.5 Deepen Foreign Exchange 

Management Reform 

Up to now, the creative policies involved in 

innovation of the foreign exchange management 

reform have been implemented. 



§3, The Main Problems of China-

ASEAN Financial Cooperation

3.1 The Level of Economic Development in China and 

ASEAN Countries is Significantly Different 

3.2 The Opening Degree of Financial Service Market 

in Various Countries is Different

3.3 The Financial Foundation of Most ASEAN 

Countries is Relatively Weak

3.4 Lack of Effective Coordination Mechanisms to 

Prevent and Deal With the Financial Crisis



3.1 The Level of Economic Development in 

China and ASEAN Countries is Significantly 

Different 

Due to historical reasons, the speed of industrialization 

development in ASEAN countries is not balanced. Both 

developed countries and developed countries exist. The 

economic development of each country presents 

multiplicity. 

The differences in the level and stage of economic 

development make the cooperation objective also 

different. 



3.2 The Opening Degree of Financial 

Service Market in Various Countries is 

Different
The level of economic development, the political environment, and 

the historical background are totally different in ASEAN member 

countries, which leads to different situations. 

Due to different situations in various countries, it is difficult to 

coordinate planning and develop synchronously. In addition, ASEAN 

internal economic development is not balanced, non-tariff barriers and 

trade protection phenomenon still exist, which greater extent weaken 

the FTA market liberalization and set up additional obstacles to 

regional financial integration development. These conditions also 

affected the financial cooperation between China and ASEAN.



3.3 The Financial Foundation of Most ASEAN 

Countries is Relatively Weak

From the point of view of asset quality, Singapore, 

Brunei, Malaysia, Indonesia, Philippines, Thailand's total 

banking assets are great and the strength is relatively 

strong; non-performing loan rate is relatively low. 

However, other ASEAN countries’ banking industry 

development level is low, non-performing loan ratio is 

high, asset quality is low, and the potential risk is great.



3.4 Lack of Effective Coordination 

Mechanisms to Prevent and Deal With the 

Financial Crisis

China and ASEAN have not yet established a 

sound financial regulatory coordination 

mechanism so far, and cannot develop a higher 

convergence rules to improve the supervision 

capability. So it is difficult to achieve concerted 

action against the crisis.



§4, Promote the Construction of 

China- ASEAN Financial Cooperation 

Based on FTA 

4.1 Strengthen the Construction of Financial 

Cooperation Mechanism between China and ASEAN. 

4.2  By Using the Special Policies to Encourage the 

ASEAN Countries to Set Financial Institution in China. 

4.3 Continue Expanding the Use of Cross-Border 

RMB and Accelerating the Internationalization of RMB 

in the ASEAN Region.

4.4 Strengthen Financial Supervision Cooperation. 



4.1 Strengthen the Construction of Financial 

Cooperation Mechanism between China and 

ASEAN. 
In strengthening the construction of cooperation mechanism of financial 

process, we should promote the establishment of ASEAN Free Trade Area 

China monetary system, and promote the coordination of monetary policy and 

finance of all countries in the region; also, both sides need to improve the 

financial service platform, such as the establishment of Chinese and ASEAN 

financial information exchange platform, to promote information sharing on 

markets and customer services between China and ASEAN; explore the 

establishment of credit mechanism of exchanges and cooperation with 

ASEAN countries, promote exchanges and cooperation with ASEAN 

countries; strengthen the payment system in cooperation with the ASEAN 

countries, to reduce the risk of exchange rate and the cost of regional trade and 

investment. 



4.2  By Using the Special Policies to Encourage 

the ASEAN Countries to Set Financial Institution 

in China. 

Financial institution is the basic carrier of cross-

border financial cooperation, and therefore China 

and ASEAN should set up more financial 

institutions to promote the further development of 

financial cooperation. 



4.3 Continue Expanding the Use of Cross-Border 

RMB and Accelerating the Internationalization of 

RMB in the ASEAN Region.

We should further improve the function of free 

trade account in FTA and the level of capital account 

convertibility. ASEAN as China's first cross-border 

trade area in RMB should continue to encourage and 

support the use of RMB in cross-border regional 

trade, construct RMB cross-border flow mechanism, 

and take the lead to realize the internationalization 

of RMB. 



4.4 Strengthen Financial Supervision 

Cooperation. 

Regulatory cooperation is an important means of financial 

risk prevention. So financial weak developing countries not only 

need to accelerate the development, but also timely warning, 

prevent risks and avoid financial crisis. In the financial 

cooperation between China and ASEAN countries, each country 

should unify regulatory standards as far as possible, strengthen 

the formulation of financial system, policies and norms, 

establish and improve the supervision mechanism, and pay 

attention to financial regulation to prevent financial crisis.




