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Abstract

The development and the potential risks of shadow banking in China have
received high attention from worldwide scholars and relevant authorities recently. The
abnormal rapid growth of shadow banks has made up the deficiency of China’s
financial system and promoted the marketization of interest rates; however, it has also
intrigued new supervisory problems, which diminishes the effects of the overall policy.
Hence, many related documents were published to having an insight into China’s
shadow banking system and giving solutions for the potential risks in the purpose of
counteract its negative impacts. There are three main discoveries of this research,
firstly the existence of shadow banks intensifies the competition between Chinese
commercial banks; moreover, they urge the commercial banks to promote more
services. Therefore, within the norms of policies and legislations, the commercial
banks will emphasize more on promoting integrating operations accordingly.
Secondly, the Chinese shadow banks are regarded as an innovative achievement of
banking which offers high-profit investing opportunities for the funds that are set
aside. Also, they meet the requirment of the enterprises when the government is
tightening the supply of money. Thirdly, without the perfect operating system, shadow
banks will not be the first choice of financing channels for the small and medium
enterprises because of the enormous manufacturing costs. Here in this research, it also
provide suggestions for the government, which are make the regulatory system clear
and build a shared supervisory body of comprehensive statistics for the banking
business, conduct distinctive supervisions for different forms of shadow bank
institutions, regulate the information publishing system, regularly announce related
news of the shadow bank institutions and set up an effective united information

sharing platform-to enhance the transparency of financial market and its products.
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2002 7,088 18,501
2003 8,412 22,122
2004 9,597 25,300
2005 10,728 29,876
2006 12,603 34,558
2007 15,252 40,340
2008 16,622 47517
2009 22,000 60,622
2010 26,662 72,580
2011 28,985 85,160
2012 30,866 97,420
2013 33,729 110,653
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