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Reporton the Trial of Financial Cases  

in Shanghai Courts 2018 

 

In 2018, courts in Shanghai performed theirfunctions under the 

guidance of Xi Jinping’sThought on Socialism with Chinese 

Characteristics for aNew Era, andthe principlesestablished by the 19th 

CPC Congress and the Central Economic Work Conference. Focusing on 

the three major tasks of serving the real economy, controlling financial 

risks, and deepening financial reform, they promoted the reform of 

financial trial system, expanded the pool of trained professionals, and 

improved the level of judicial service.They proved themselves as 

competent gatekeepersby safeguarding the development of Shanghai into 

an international financial center that matchesthe economic strength of 

China and the international status of Renminbiby 2020. This report is 

hereby made to give an overview of thetrial of financial cases by 

Shanghai courts in 2018. 

I. Overview of Financial Cases 

A. Acceptance and Closing of Financial Cases 

In 2018, Shanghai courts of first-instanceaccepted 170,955 financial 

cases, down 4.6% compared to 2017, accounting for 32.18% of all 

first-instance civil and commercial cases, or 79.73% of all commercial 

cases. The main driver behind the decrease was the decline in the number 

of credit-card-related cases, which dropped from 149,609 in 2017 to 

132,373 in 2018, a year-on-year decrease of 11.52%. 

Of all the first-instance financial cases, 2,566 were accepted by the 



21 

intermediate courts and Shanghai Financial Court
1
, a slight decrease on a 

year-on-year basis. 62 first-instance cases were accepted by Shanghai 

High People’s Court, a 106% increase on a year-on-year basis. 

Of the first-instance cases, 168,520, or98.57%were closed, 

decreased by 6% on a year-on-year basis. (See Figure 1) 

 

The Shanghai courtsof second-instance accepted 1,042 financial 

cases, with an increase of 4.6% on a year-on-year basis, and closed 993, 

recording a closing rate of 95.3%. In the past five years, the number of 

financial cases accepted by the Shanghai courtsof second-instance has 

generallyremained stable. (See Figure 2) 

                                                             
1Shanghai Financial Court was established on August 20, 2018, and starting from August 21, 2018, the First Intermediate 

People’s Court and the Second Intermediate People’s Court no longer accept financial cases. The data represents the total number 

of financial cases accepted by the First Intermediate People’s Court, the Second Intermediate People’s Court and Shanghai 
Financial Court in 2018. 
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In 2018, the total disputed amount of the financial cases accepted by 

Shanghai courtsof first-instance exceeded RMB 100 billionYuan for the 

first time, reaching RMB 141.07 billionYuan, with a year-on-year 

increase of 106%. (See Figure 3) 

 

The three types of cases with the highest disputed amount are:the 

cases ondisputes arising from financial loan contracts,with a disputed 

amount of RMB 58.653 billion Yuan, up 74.56% year-on-year, accounting 

for 41.57% of the total disputed amount; the cases ondisputes arising 

fromcredit cards, with a disputed amount of RMB 16.874 billion Yuan, up 

56.38% year-on-year, accounting for 11.96% of the total disputed amount; 
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andthe cases ondisputes arising fromfinancing lease contracts, with a 

disputed amount of RMB 11.127 billion Yuan, up 112.6% year-on-year, 

accounting for 7.8% of the total disputed amount. Other major types of 

cases include: the cases ondisputes arising fromcorporate bond 

transactions, with a disputed amount of RMB 9.544 billion Yuan; the cases 

ondisputes arising frompledged securities repurchase, RMB 7.298 billion 

Yuan; the cases onproperty preservation in financial arbitration, RMB 

6.751 billion Yuan; the cases ondisputes arising fromguarantee contracts, 

RMB 5.523 billion Yuan; and the cases ondisputes arising fromfactoring 

contracts, RMB 1.88 billion Yuan. The proportion accounted by traditional 

financial cases dropped, with the disputed amount of the cases oninsurance 

disputes being RMB 905 million Yuan, and that of the cases onbill 

disputes RMB 1.774 billion Yuan. (See Figure 4) 
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With respect to the methods of case closing, the ratio of the 

first-instance cases dropped or settled after mediation was 24.46%, up 

nearly 8% year-on-year, and theratio of the second-instance cases 

dropped or settled after mediationwas 21.04%, up 4% year-on-year. 

In 2018, the complaint rate of cases on financial disputes in 

Shanghai was 0.11%, with a slight increase year-on-year. The rate of 

willingly accepted judgments was 99.40%, which was basically the same 

as the last year. 

B. Types of Financial Cases 

In 2018, top five types of first-instance cases accepted by the 

Shanghai courts in terms of number were:the cases ondisputes arising 

fromcredit cards, 132,373 cases, down 11.52% year-on-year; the cases 

ondisputes arising fromfinancial loan contracts, 23,485 cases, up 42.1% 

year-on-year; the cases ondisputes arising fromfinancing lease contracts, 

5,216 cases, up 20.7% year-on-year; the cases oninsurance disputes, 

3,835 cases, up 23.67% year-on-year; and the cases 

onsecurities-and-futures disputes, 2,428 cases, up 94.86% year-on-year. 

Of the last type, the number of cases ondisputes arising fromsecurities 

misrepresentationwas 2,264, accounting for 93.24%; however, their 

disputed amount is generally not large, and is typically characterized by 

extensive involvement. The above five types of cases together 

represented 97.88%,and respectively accounted for 77.43%, 13.73%, 

3.05%, 2.24%, and 1.4%of the total number of first-instance financial 

cases accepted by the Shanghai courts. (See Figure 5) 
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C. Geographic Distribution of Financial Cases 

In 2018, top 5 Shanghai courts in terms of the number of accepted 

first-instance cases were:Jing’anDistrict Court, 34,853 cases, accounting 

for 20.38% of all first-instance cases accepted in Shanghai; PudongNew 

Area Court, 34,359 cases, accounting for 20.09%; HongkouDistrict Court, 

20,816 cases, accounting for 12.17%; PutuoDistrict Court, 13,269 cases, 

accounting for 7.76%; and Huangpu District Court, 11,035 cases, 

accounting for 6.45%. (See Figure 6) 
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II.Characteristics of Financial Cases in 2018 

A. New types of cases and cases establishing trading rules of 

financial market continued to emerge 

Financial innovation is the driving force for healthy development of 

financial markets,andnovelty is an important feature of cases onfinancial 

disputes. New types of cases on financial disputescan be defined 

wheninnovated methods for financial tradingare employed, or the 

disputes arise from innovated financial products, orthe legal disputes, 

though arising in the traditional financial sector, are itself of new types. In 

2018, the Shanghai courts accepted a number of new types of cases on 

financial disputes. For example, PudongNew AreaCourt accepted a case 

where the credit card holder sued against the issuing bank to restore the 

credit line lowered by the later; this is the first case of its kind accepted in 

Shanghai. Huangpu District Court,in the case concerning 
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Alipay’sinnovative transaction mode of “instant-to-account”, ruled on 

whether the payment service provider had fault for unauthorized 

payment.PudongNew AreaCourt,in a case ondispute arising from service 

contract involving credit card fraud, the first case of its kind in Shanghai, 

clarified the criteria for determination of unauthorized transaction in the 

electronic payment service, and established the judicial review criteria for 

the risk-prompting obligation of a prudent payment service provider. 

Such judicial review plays an important roleinestablishing and 

recognizing the financial trading rules, as well asin promoting the healthy 

development of financial markets. Shanghai Financial Court,in a case 

ondispute arising fromtrust contract, ruled on the validity of including 

beneficial right to restricted stocksinto the trusted property by a trust 

company. Hongkou District Court,in a case ondispute arising fromdeposit 

contract, held that the bank was obligated to disclose relevant information 

with respect to the electronic cipher identity authentication model. 

PudongNew Area Court,in a case ondisputes arising fromP2P online 

lending, held that the commercial factoring company went beyond its 

scope of business and violatedapplicable laws and regulations on 

restricted operation, franchised operation and forbidden operation by 

lending loans to unspecified persons through a P2P online lending 

platform, and thus ruled the lending contract asvoid and invalid. 

B. The disputed amount of cases on credit card 

disputesexperienced significant increase 

Over the years, thecases ondisputes arising fromcredit cards have 

always ranked first in terms of number among all types of financial cases 

accepted by the Shanghai courts. That’s because many commercial banks 
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chose to set up their credit card centers in Shanghai and accepted the 

jurisdiction of the Shanghai courts in their credit card issuance contracts. 

Meanwhile, the disputed amount of suchcases has also increased year by 

year, now second only to the cases ondisputes arising from financial loan 

contracts. In 2018, the number of cases ondisputes arising fromcredit 

cards accepted by the Shanghai courts decreased by 11.52% year-on-year, 

while the total disputed amount increased by 56.38%, and the average 

disputed amount of increased from RMB 72,121.33 in 2017 to RMB 

127,473.12 in 2018, up 76.74% year-on-year. We can infer from such data 

that with the accelerated innovation in bank credit card business, credit 

card has become a more important financing tool for individuals. Due to 

the low threshold and absence of security requirement for issuance of 

credit cards, the default rate is high, and there is a protracted 

frequentoccurrence ofdisputes arising from credit cards. Such cases are 

characterized by difficulty in service of process and long trial period. 

Also, disputes often rise over the criteria and methods of calculation of 

overdue fees. 

C. The financing-relatedcases increased in number and 

diversified in types 

Recent years have witnessed thecontinuous expansion of the social 

financing scale in China and enrichment of financing channels. In 

addition to traditional banking and trust loans, the channels such as 

financial lease, factoring, bills, corporate bonds, microfinance and pawn 

have gradually gained groundsin the financing market. We can see this 

trend directly in the financial dispute cases accepted by the courts. First, 

both the number and the disputed amount of cases on disputes arising 
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from financial loan contracts have risen sharply. In 2018, the number and 

total disputed amount of such cases accepted by thefirst-instanceShanghai 

courts increased by 42.1% and 74.56% respectively year-on-year, and the 

average amount of single financing also increased year by year. Second, 

the number ofcaseson non-bank financing disputes increased rapidly. In 

2018, the number and disputed amount of cases on financial lease 

disputes accepted by theShanghai courtsof firstinstance increased by 20.7% 

and 112.6% respectively year-on-year,consistent with the expansion of 

financial leasing market and the ever growing large-amount financing. In 

2018, a total of 52 cases ondisputes arising from pledged securities 

repurchase were accepted, 7.4 times the total of 2016 and 2017, and the 

disputed amount was RMB 7.297 billion Yuan, 9.8 times the total of 2016 

and 2017. It can be inferred that the current social financing needs are 

still strong, and financing channels has been obviouslydiversified. Third, 

more corporate bond defaults have been brought into litigation. In 2018, 

53 cases on disputes arising from corporate bond trading were accepted, 

five times the total of 2016 and 2017. The disputed amount of such cases 

reached RMB 9.544 billion Yuan, 14 times the total of 2016 and 2017. 

Among the defendants, there were some well-known 

companies,highlighting the current liquidity risks of certaincorporate 

bond issuers. With respect todefaulted interest payment for yet-to-mature 

bonds, the holders are more likely to sue against the issuers to redeem the 

principal and interest in advanceon the basis of anticipated breach. 

D. The number of factoring cases increased sharply 

From 2014 to 2018, thefirst-instanceShanghai courtsaccepted a total 

of 1,349 cases on disputes arising fromfactoring contracts, including 
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1,028 cases involving non-banking entities such as commercial factoring 

companies and financial leasing companies, accounting for 76% of the 

total number, and 321 cases involving banks, accounting for 24%. The 

number of such cases is increasing year by year (see Figure 7). 

 

The total disputed amount of cases on disputes arising fromfactoring 

contracts shows an overall increase trend (see Figure 8). 
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Since 2015, the number of cases on disputes arising fromfactoring 

contracts involving non-bank factoring institutions such as commercial 

factoring companies and financial leasing companies has been 

increasinggradually, and since 2017, the disputed amount alsoexperienced 

significant increase. It can be inferred that the non-bank factoring 

business is developing at a faster pace, and thelarge-amount business is 

accounting for a bigger portion. On the other hand, the increase in the 

number of cases also reflects that the risk control in non-bank factoring 

institutions should be further improved. From 2014 to 2017, the number 

of cases on disputes arising fromfactoring contracts involving banks was 

generally stable, while the disputed amount thereof grewand the 

proportion accounted by such cases were relatively large. The number of 

such cases dropped significantly in 2018, but the total disputed amount 

thereof still increased on a year-on-year basis. It demonstrates that banks 

have shifted their focuses to large-value factoring business and developed 
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sound risk control measures, thus achieving stable overall operating 

conditions. In the trials, the courts found that the phenomenon of “lending 

in disguise of factoring” was common. Such disputeshighlight a risk in 

the borrowers’ fictitious claims, which needs to be effectively curbed. 

E. The number of cases involving extensive stakeholders is high 

Extensive involvement is one of the characteristics of financial 

disputes. First, there are a large number of disputes arising fromP2P 

online lending. In 2018, the Shanghai courts accepted a total of 1,141 

such cases, a year-on-year decrease of 35.4%. Such cases are mainly 

brought up in areas where P2P online lending companies are concentrated, 

such as Huangpu District, PudongNew Areaand Changning District. The 

reason behind the decline in the number of accepted cases is that as the 

supervisiontightened, the overall business volume of the P2P online 

lending decreased. In addition, some P2P online lending platforms have 

been suspected of criminal offense and investigated by public security 

organs, and investors enforce their rights through criminal litigations. The 

regulation of the P2P online lending platform effectively curbed the chaos 

in the sector. However, before it, the P2P online lending platform now 

and then engaged in illegal transfer of claims, establishment of fund pools, 

and mismatch of funds and provision of security, which caused a number 

of cases. They also adopted increasingly complicated trading models. For 

example, some online lending platforms acquired the claims, but chose to 

register the security properties in the name of third parties for the purpose 

of circumventing relevant regulations, which caused more difficulty for 

the trial of such cases. What is worse, P2P online lending cases often 

involve both criminal and civil issues.  
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Second, more disputes involving extensive stakeholders are arising 

from private equity funds. In 2018, the Shanghai courts accepted a case of 

a private equity fund. The involved fund product has been filed and 

registered, and the subscription threshold was more than RMB one 

million Yuan. The actual controller of the fund management company 

later was suspected of criminal offense of manipulating securities market, 

and many investors of the fund initiated a lawsuit to enforce their rights, 

demanding redemption of principal and payment of investment return.  

Third, the number of cases on securities misrepresentation increased. 

The number of cases on misrepresentation accepted by the Shanghai 

courts have shown a trend of significant increase since 2015 (see Figure 

9). In this type of cases, there are controversies over certain issues, such 

as determination of “representation date”, causality between 

misrepresentation and losses of investors, and systematic risk deduction, 

which imposes higher requirement on professionalism of the courts. 

 

III.Trend Analysis 

74 91

1357

2264

0

500

1000

1500

2000

2500

2015 2016 2017 2018

Figure 9: Number of Cases on Disputes arising from 

Securities Misrepresentation Accepted by Shanghai Courts 

from 2015 to 2018



34 

A. Some cases on securities disputes involving Science and 

Technology Innovation Board will be subject to centralized 

jurisdiction 

On November 5, 2018, General Secretary Xi Jinpingassigned at the 

opening ceremony of the first China International Import Expo three new 

major tasks to Shanghai, i.e. “creating a new area of Shanghai Free Trade 

Zone; establishing a Science and Technology Innovation Board at 

Shanghai Stock Exchange and implementing pilot registration system; 

carrying out the national strategy for regional integration development in 

the Yangtze River Delta.” On January 23, 2019, the Sixth Session of the 

Central Comprehensive Deepening Reform Committee adopted the 

General Implementation Plan for Establishing a Science and Technology 

Innovation Board and Piloting Registration System at Shanghai Stock 

Exchange. On June 13, 2019, the Science and Technology Innovation 

Board was officially launched. Stock offering and listing on the Science 

and Technology Innovation Board is based on information disclosure. In 

order to strengthen the protection of securities investors, the Science and 

Technology Innovation Board imposed strict information disclosure 

obligation on relevant entities. Recently, the Supreme People’s Court 

issued Several Opinions on Providing Judicial Protection for 

Establishing the Science and Technology Innovation Board and Piloting 

Registration System, which specified that, the first-instance civil cases on 

disputes arising from securities offering, securities underwriting contract, 

securities listing sponsorship contract, securities listing contract and 

securities fraud liabilities which involvethe companies listed on the 

Science and Technology Innovation Board, shall be subject to the pilot 
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centralized jurisdiction of Shanghai Financial Court. As the regulators 

continue to strengthen the punishment for violations in the securities 

market and investors’ awareness of enforcing their rights continue to raise, 

we expect that after the launch of the Science and Technology Innovation 

Board, cases on disputesarising from securitieslisted on the board would 

emerge gradually. 

B. Cases establishing trading rules of financial market will 

continue to emerge 

It is an important function of financial justice to establish financial 

trading rules by judgement. In the trial of cases, the courts found that 

certain licensed financial institutions were operating beyond the scope 

specified in their licenses. For example, some financial leasing companies 

acted as P2P online lending information agents in Shanghai Free Trade 

Zone, or engaged in “lending in disguise of financial lease”, and some 

financial institutions provided financing guarantee beyond the scope of 

their business licenses. The validity of such activities is yet to be 

determined by the courts, and the determination of the courtsis vital 

forestablishing financial trading rules and maintaining the normal order of 

financial markets. We expect that cases establishing market trading rules 

will continue to emerge. 

C. The financing disputes and their derivative cases will further 

increase in number and diversify in type 

In 2018, the number of financing cases and relevant derivative cases 

accepted by the Shanghai courts increased significantly. We expect that as 

the social financing demand growsand the financial institutions 

strengthen collection of loans, the number of cases involving the 



36 

following disputes will further increase and the types of such cases will 

continue to diversify:disputes arising from financial loan contracts, 

disputes arising from financial lease contracts, disputes arising from 

factoring contracts, bill-related disputes, disputearising from business 

trust and other financing disputes and relevant derivative disputes, such 

as disputes arising from guaranteeing contracts, mortgage contracts, 

pledge contracts, special procedure for enforcing security interest, and 

default in corporate bond transactions. 

IV.Judicial Advice 

Judicial advice is derived from the adjudication function of the 

people’s courts, and is an important tool available for the people’s 

courtsto prevent financial risk together with the financial regulators and 

financial institutions. In 2018, the Shanghai courts issued a total of 50 

judicial advices to financial institutions, and received 34 feedbacks. The 

feedback rate was 70%, slightly declined from that of the last year. 

A. Recipients of judicial advices 

36 judicial advices were sent to banks, 4 to insurance companies, 4 

to financial lease companies, 2 sent to microfinance companies, and 1 

sent to guarantee companies, 1 to asset management companies, 1 to 

factoring companies and 1 to auto finance companies (see Figure 10). 
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B.Problems identified in judicial advices 

1. Improper acts in action by financial institutions 

There are 29 judicial advices in this kind. The identified problems 

include: 1) the financial institutions failed to provide a clear method for 

calculating the claims in the complaint, and still failed to do so after being 

requested by the courts, which made it difficult for the court to find the 

facts; 2) the financial institutions,when calculating the compound interest, 

added the overdue interest agreed in the contract into the principal, which 

unduly aggravated the burdens of debtors; 3) certain banks concealed 

critical evidence in the lawsuit, and their attorneys were suspected of 

making false statements, due to lack of the law-abiding consciousness; 

and 4) some employees of asset management companies, acting as 

attorneys in the lawsuit, were unfamiliar with the facts of the case and 
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lack relevant legal knowledge, and engaged in activities in violation of 

the principle of good faith. 

2. Defects in the design and performance of terms 

There are 13 judicial advices in this kind. The identified problems 

include: 1) the financial institutions failed to clearly indicate the address 

of the parties for the service of legal process. As a result, the courts had to 

serve the legal process by public announcement, which not only 

decreased the efficiency of trial but also impeded timely enforcement of 

claims; 2) the premium rates stipulated by the insurance companies in the 

guarantee insurance contracts were too high, which unduly aggravated the 

burden of the debtors; 3) when entering into a group health insurance 

contract, the insurance companies failed to,by the means mandated by the 

insurance laws and judicial interpretations,remind the insurance 

applicants of the clauses exempting the liabilities of the insurer; and 4) 

the debt collectors hired by the guarantee companies collected debts by 

improper means such as posting notices or slogans, which could easily 

trigger malignant social incidents. 

3.Defects in the risk prevention mechanism of financial 

institutions 

There are 11 judicial advices in this kind. The identified problems 

include: 1) the banks lack legal awareness of protecting depositors’ funds, 

and the defects in the anti-counterfeiting technology exposed the bank 

cards to fraudulent use or unauthorized payment.In the event that fund 

safety was threatened, the emergency response was ineffective and the 

financial losses were seldom to be recovered; 2) the banksoverlooked the 

management of guarantorrisks, failed to retain the mails that claim the 
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guaranty liabilities against the guarantors, and are exposed to the risk that 

their rights against the guarantors cannot be enforced; 3) the banks did 

not have in place strict procedures to check the identity of the debit card 

applicants, and whenfingerprint mismatches were found, the banks chose 

to authenticate the identity certificates of the applicantsonly, and issued 

debit cards to impostors; and 4) the banks failed to strictly review the 

loan contract, its employees granted the loan without following the 

established processes, and the guarantors left impersonation signature in 

the guaranty contract, all resulting in otherwise preventable losses. 

C. Feedbacks 

The financial institutions actively responded to the judicial advices, 

and committed to improve the design of contractual terms and strengthen 

the risk control. For example, after receiving a judicial advice regarding 

strengthening the risk management in issuance of bank cards, a bank 

optimized its customer identity verification process in light of its business 

operations, by adding authentication with SMS verification code, 

introducing the face recognition technology, and adopting the combined 

on-site and off-site inspection. These measures improved the card 

issuance procedures and prevented potential risks thereof. 

In response to a judicial advice regarding strengthening the 

disclosure and notification of risks in new types of banking services, a 

bank revised the provision of its Inter-bank Authorized Payment 

Agreement, clearly specified certain concepts relating to inter-bank 

payment and the definition of account details, reminded the customers of 

the important provisions and risk disclosures in the agreement with bold 

and red characters, and introduced compulsory reading countdown in the 
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online acceptance page of the agreement. 

According to a judicial advice requesting clarification of the 

calculation methods, a bank reviewed its calculation base, interest rate 

and commencement time for the principal, interest, overdue interest and 

compound interest in its claims, provide calculation basis and detailed 

statements to the court, and reported to its superior bank management 

team to improve the bank’s background system. 

V. Our Recommendations 

In January 2019, the Shanghai Municipal Government issued the 

Action Plan for Building Shanghai International Financial Center 

(2018-2020). According to the action plan, the overall goal of building 

Shanghai International Financial Center is as follows: by 2020, Shanghai 

is to be basically developed into a global financial marketdominated by 

RMB products,with strongcapacity to allocate financial resources and 

wide radiation reach; aninnovative, efficient, transparent and open 

financial service system operated under the principle of rule of lawis to be 

basically established; and Shanghai is to be recognized as one of the top 

international financial centersin the world which matches China’s 

economic strength and the international status of RMB. This year is the 

sprint year for Shanghai to achieve such goal. We deeply understand 

thatwe need to duly perform our judicial duties, so as to provide sound 

judicial services and protection, and to create a good rule of law 

environment for the building of Shanghai International Financial Center, 

but what is more important, government departments, financial regulators, 

financial institutions and industry associations are all required to make 

joint efforts to achieve such goals. The following recommendations are 
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hereby given: 

A. Further implement the financial risk prevention measures 

According to the Central Economic Work Conference held in 

December 2017,“in the next three years, we must focus on the three 

major battlesto build a well-off society in all aspects, i.e. preventing and 

mitigating major risks, accurately alleviating poverty, and controlling 

pollution. And in terms ofpreventing and mitigating major risks, we must 

focus on prevention and control of financial risks.” The Central Economic 

Work Conference held in 2018 reiterated that: “to prevent and mitigate 

major risks, we must adhere to the guiding policy of structural 

de-leveraging and prevent abnormal fluctuations and resonances in the 

financial market.” In the judicial practices, the courts found that the risk 

prevention mechanism was not well implemented in certain financial 

institutions, and some financial chaos were not effectively eradicated. For 

example, certain financial institutions still failed to strictly verify the 

credit standing of borrowers and guarantors, thus increased the risk of 

non-performing loans; and certain commercial factoring companies 

illegally carried out the credit business by “lending in disguise of 

factoring”. These illegal activities seriously disrupted the order of the 

financial market. Therefore, the legislature should further improve 

financial legislation, upgrade the precedency of legal effect of financial 

regulatory legislation, and harmonize such legislation with the existing 

regulatory policies and regulations. The government departments, 

financial regulators and judicial organs should further establish a joint 

working mechanism, strengthen cross-functional coordination, clarify the 

division of responsibilities, and build a financial big-data platform. While 
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preventing financial risks, efforts should also be made toguide rational 

financial innovation and promote the healthy development of the financial 

market. The public security organs should reinforce the crackdown on 

financial crimes involving extensive victims, so as to create a notion of 

deterrence and maintain the good order in the financial market. The 

financial regulators should further enhance the regulation of financial 

institutions, promptly investigate and deal with illegal business activities, 

and urge financial institutions to operate in compliance with laws and 

regulations. The financial institutions should further improve their 

internal risk controls, enhance employees’ legal awareness, strengthen 

process management, and strictly verify the credit status and solvency of 

borrowers and guarantors. In particular, in the case of security provided 

by companies, the financial institutions should diligently examine the true 

purpose of such security so as to prevent potential financial fraud. In 

addition, investor education program should be carried out to 

communicate the investment concept of “hold the seller accountable and 

let the buyer beware”, and protect the legal rightsand interests of 

investors in strict accordance with relevant provisions on investor 

suitability management. 

B. Enhance the awareness of serving the real economy 

As pointed out by General Secretary Xi Jinping,“finance is the blood 

of the real economy.” Serving the real economy is the duty and objective 

of the financial sector, and also the fundamental solution to prevent 

financial risks. The National Financial Work Conference held in July 

2017 identified the three major tasks of serving the real economy, 

controlling financial risks, and deepening financial reform. In August 



43 

2017, the Central Committee of the CPC and the State Council issued the 

Several Opinions on Serving the Real Economy, Controlling Financial 

Risks, and Deepening Financial Reform, identifying 23 tasks in 5 areas. 

The Central Economic Work Conference in 2018 also proposed to 

improve the financial system’s ability to serve the real economy. In 

practice, the concept of financial institutions serving the real economy 

needs to be further strengthened. For example, for overprotection of their 

interests, certain banks abused the acceleration clause and petitioned the 

courts to preserve properties with a value much higher than the amount of 

their claims;non-bank lenders stipulated excessive overdue fees in the 

contracts and illegally charged compound interest; lenders failed to 

clearly stipulate the specific amount of attorney’s fees to be borne by the 

debtors in the loan contract and mortgage contract, and claimed excessive 

attorney’s fees against the debtors in the legal actions. All such conducts 

aggravated or otherwise increased the burden of the debtors’ repayment 

obligation, raised the financing costs of SMEs and private businesses, and 

impeded the development of the real economy. At present, some 

enterprises, especially SMEs and private businesses, are experiencing 

temporary liquidity difficulties. It is recommended that financial 

institutions should implement the concept of serving the real economyin 

their daily operations. For those SMEs and private businesses that can 

maintain normal operations generally but are temporarily experiencing 

liquidity difficulties, financial institutions should providethem with 

reasonable financial support from a long-term perspective, refrain from 

unnecessaryacceleration of loans, effectively reduce the burden on the 

business entities, return to the origin purpose of serving the real economy, 
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and promote the allocation of more financial resources to the key areas 

and areas in need. 

C. Protect the legal rights and interests of the investors in the 

Science and Technology Innovation Board 

The establishment of the Science and Technology Innovation Board 

and the piloting of Registration System at Shanghai Stock Exchange is a 

major strategyformulated by the Central Government based on the current 

international and domestic economic and financial environment. It is not 

only an important initiative for Shanghai to better serve the overall plan 

of national reform and development, but also the pivot point to promote 

the development of Shanghai into an international financial center and 

science and technology center. The stock offering and listing on the 

Science and Technology Innovation Board is based on information 

disclosure. To ensure the successful establishment of the Science and 

Technology Innovation Board and piloting ofthe Registration System and 

protect the legitimate rights and interests of investors, it is vitalto procure 

relevant entities to fulfill their information disclosure obligations in a true, 

accurate, complete and timely manner. The Several Opinions on 

Providing Judicial Protection for the Establishment of Science and 

Technology Innovation Board and Piloting Registration System Reform 

issued by the People’s Supreme Court proposes to “effectively protect the 

legal rights and interests of investors” and “define the civil liabilities of 

securities companiesregarding investor suitability management, and 

implement such management in the Science and Technology Innovation 

Board.” For this purpose, we suggest that issuers should strictly abide by 

the information disclosure system of the Science and Technology 
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Innovation Board to ensure that the prospectus, annual reports, interim 

reports and audit inquiries disclose truthful and complete information. 

The intermediaries and sponsors should strictly protect the rights and 

interests of investors, comprehensively review their businesses, such as 

accounting and legal affairs, and carry out substantive verification of their 

business conditions and risks. The securities companies should strictly 

implement the requirementson investor suitability management in 

accordance with relevant regulations and strictly perform their risk 

disclosure obligations. It is also important to establish a sound diversified 

mechanism for resolution of securities disputesthat is compatible with the 

characteristics of the Science and Technology Innovation Board and the 

Pilot Registration System, give full play to the role of the mediation 

agencies specialized in resolving securities disputes, and adopt model 

judgments and modern information technologies to resolve controversies 

and disputes according to law in a fair and efficient manner. 


