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In 2007, the Chinese economy continued to grow in a steady and rapidmanner. Financial reform, financial
management, financial supervision andregulation, and opening-up progressed smoothly and financial
systemremained stable. However, the deep-rooted structural problems in the financialand economic systems were
yet to be resolved, while the economic andfinancial environment became even more complex both at home and
abroadwith uncertain factors increased. The China Financial Stability Report 2008aims at reflecting the latest
progress the financial system has made in reform,opening-up, innovation and development, providing an objective
assessmentof the state of financial stability and also signaling potential financial risks. This Report basically adopts
the same structure as that of the ChinaFinancial Stability Report 2007, with attempts to use more
guantitativeanalysis. After a general review of the overall state of financial stability inChina, Chapter | presents an
analysis of the impact of macroeconomicperformance on financial stability. The next three chapters present
anassessment of reform and development of the banking sector, the securitiessector and capital market, and the
insurance sector as well as their impact onfinancial stability, respectively. Chapter V focuses on the progress of
financial infrastructure, and Chapter VI discusses the way systemic financial risks come into being, the framework
for managing systemic risks and China's experience in managing such risks. The Report also includes ]3 boxes that
analyze andexplore important issues that bear on China's financial stability.
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00 O In 200700 the Chinese economy continued to grow in a steady and rapidmanner. Financial reform[]

financial management] financial supervision andregulation] and opening-up progressed smoothly and financial
systemremained stable. However[] the deep-rooted structural problems in the financialand economic systems
were yet to be resolved[] while the economic andfinancial environment became even more complex both at home
and abroadwith uncertain factors increased. The China Financial Stability Report 2008aims at reflecting the latest
progress the financial system has made in reform opening-up] innovation and developmentd providing an
objective assessmentof the state of financial stability and also signaling potential financial risks.
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OverviewChapter [1 Macroeconomic Environment Chapter [ Banking SectorChapter [ Securities Sector and
the Capital MarketChapter 0 Insurance SectorChapter [ Financial InfrastructureChapter 0 Management of
Systemic Financial Risks Special Topic Fund Utilization of Insurance Companies andDevelopment of the
Insurance SectorAppendix [0 A Quantitative Analysis of the Soundness of the Banking Sector the Case of 15
Commercial BanksAppendix [0 Statistics Boxes[] 1. The Share-holding Reform of ABC Advanced Steadily[] 2.
Merger and Acquisition (M&A) of International Banking Sector(] 3. International Comparison of Stock Issuance
Systems] 4. The Relationship between Securities Investment Fund and Stock Market Fluctuation[d 5. Swine
Insurancel] 6. Corporate Annuity[] 7. Progress Achieved in the Shareholding Reform of China Re[] 8. Building an
Olympics-friendly Payment Environment [ 9. The Property Law and Its Significance for the Development of
Financial Sector[] 10. China's FATF Membership 11. The US Sub-prime Crisis and Its Impact[] 12. The Case of
Northern Rock[] 13. Corporate Social Responsibility and Sustainable Development
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