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Theory of Contemporary Financial Supervision and Banking Reform

Wu Junl, He Zhi-yun2
(1,2, Finance School of University of International Business and Economics )

Abstract: The core at the liberalization of financial markets is risk pricing. In the modern financial activities with
“public participation”, risk pricing is primarily determined by culture, the forceful underlying unwritten rules effective
in most cases. The three characteristics inherent in Chinese culture — Heteronomousity, Flimflaming, and
Practicality — make accurate risk pricing impossible. This leads to the pileup of non-performing assets, poor
distribution of risks in the society, slower economic growth, and poor development of financial markets, which will
threaten financial stability. Chinese long-term financial stability is vested ultimately in reforming Chinese culture
through government reform, education reform, opening up to the outside world and lessons gained in reality.

Key Words: Financial Stability, Chinese Culture, Risk Pricing, Risk Distribution
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