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Liu Shiyu, the newly appointed head of China's securities watchdog to replace Xiao
Gang, faces a daunting task in making the equity market more market-oriented and in
cracking down on illegal activities.

Dong Dengxin, a finance researcher at Wuhan University of Science and Technology, said, "I think the China
Securities Regulatory Commission chairman has a challenging role.

"The Chinese capital market has not reached a high market oriented and law-based level, so the public relies
heavily on the government and this puts pressure on the job.

"Therefore, launching registration based IPO reform and refining the Securities Law can be two focuses for the new
chairman."

Li Shuguang, a law professor at China University of Political Science and Law, said Liu's appointment before the
annual sessions of the country's top legislature and advisory body next month shows that the central government is
paying attention to the capital market, which plays a positive role in China's economic transformation.

Li, who knows Liu, said the new CSRC chief is experienced in financial market regulation and risk control. "For Liu,
cracking down on illegal activities and protecting small and medium investors' interests can be important tasks," Li
said.

He said the securities watchdog should help with the amendment of the Securities Law and implement this well,
based on laws and rules.

JianYang, a professor of finance at University of Colorado Denver, said the watchdog would be more prudent in
introducing new rules.

Hong Hao, managing director and chief strategist at BOCOM International, said: "The replacement of the stock
market watchdog head announced over the weekend can be mildly positive for the stock market this week, as the
market hopes for a new supportive policy. But in the long term, fundamentals will determine market direction.”

Bernard Dewit, chairman of the Belgian Chinese Chamber of Commerce, said the replacement is aimed at
restoring investor confidence and showcasing the determination to get the market's performance back on track.

"This is a step that has attracted global attention, and I'm sure that markets worldwide will respond accordingly on
Monday," Dewit said.

He added that China's economic fundamentals are sound, its potential is huge and both factors will help to develop



g S https://www.jiandongshicai.cn/

— jiandongshicai.cn

a healthy capital market.

Xiao Gang, 57, a former head of the Bank of China, had been CSRC chief since March 2013. During Xiao's tenure
, unchecked leverage triggered a jump in equity prices in late 2014 before the market collapsed in June last year,
leading to government stock purchases, restrictions on the sale of stakes and a temporary ban on IPOs.

Hong, of BOCOM International, said, "While there has been much criticism of Xiao, the market's compound annual
return during his tenure was the highest among the past four CSRC chairmen."”

Profile: Liu Shiyu

Liu Shiyu, the new chairman of the China Securities Regulatory Commission, is a banking sector veteran.

He has spent 18 of his 29 working years at the People's Bank of China, the central bank.

Liu rose to become deputy governor of the bank from 2006 until he left in late 2014 to head the Agricultural Bank of
China, the country's third-largest commercial lender by assets.

Beijing-based Caixin Media, citing central bank sources, said the 54-year-old is highly intelligent and good at
balancing and coordinating the interests of various parties both inside and outside the PBOC.

The sources said he is a diligent worker who often reads late into the night and is a fast learner in areas that he is
not familiar with.

Liu impressed market participants by responding professionally several times to disputes over different aspects of
financial reform, rather than avoiding controversies.

During his term as deputy governor of the central bank, he commented many times on the Chinese stock market.

In May 2014, the State Council introduced a guideline aimed at boosting healthy development of the capital market.

Liu said building a multilayered capital market was key to solving various market problems and that China needed
to expand capital market financing instead of relying solely on refinancing. This refers to the refunding or
restructuring of debt with new debt, equity or a combination of both.

He said China should make a firm decision to straighten out the interbank and wealth management businesses to
avoid investors pursuing short-term, high profits.

In December 2011, Liu said the development of the debt and stock markets would be hindered if innovative
products such as credit default swaps were not developed.
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He said that, in particular, the financing capacity of the real economy would be weakened if listed banks raised
funds from the stock market under pressure to replenish capital.

On the other hand, he said asset-backed securitization might help commercial banks to lower risk and reduce
capital consumption.

In December 2007, Liu said some commercial banks were still making loans against regulations and that these
loans were flowing largely into the stock and housing markets, increasing bubbles in both.

Liu was born in Guanyun county in Lianyungang, Jiangsu province. He holds a master's degree from Tsinghua
University's School of Economics and Management.
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