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Break the Shackles for Financial Deepening Disslove the

Risks of Private Lending

—The Risks of Domestic Private Lending, Changes Since Regional Financial

Reform, Policy Suggestions and the Focus of Commercial Banks

Executive Summary

The risk of current private lending is characterized by the huge size and
complicated sources of lending funds, an intendency to usury and a switch
of cash flow from real economy to virtual one . These features result in a
high frequency of debt crisis, and related enterprises suffered seriously.

In fact, the issues that exist in the private lending reflect the core
contradictions in China's financial system. They represent the appeals of
private capital to break the current pattern of various interests, obtain a fair
opportunity to enter the domain of formal finance and real economy and
seek the same earnings as state-owned capital, which are few involved by the
comprehensive financial reform up to now.

Given that the risks of private lending are very significant and new problems
continue to emerge, it is imperative to launch an in-depth reform on
economic and financial system. The direction of the reform is to establish a
sound social investment and financing system, which will improve the
allocation efficiency of social funds, raise the profitability of private capital,
and guide private funds to flow from grey areas to formal finance and real

economy.
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