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(2) Rules for the Implementation of the PRC Regulations on the Administration of Foreign Invested I

 nsurance Companies17

(3) Interim Provisions on the Administration of Insurance Asset Management Companies18

(4) Notice of the China Banking and Insurance Regulatory Commission on Allowing Foreign Investors to 

 Operate Insurance Agency Business in China19

Ⅳ. Foreign Investment in the Banking Sector

In China, four legal forms account for the bulk of foreign investments in the banking sector 

(hereinafter collectively referred to as ''foreign invested banks")20, which are:

(1) A wholly foreign-invested bank, which is a commercial bank solely established by a foreign bank 

	 or	jointly	established	by	a	foreign	bank	and	other	foreign	financial	institutions;	

(2)	A	Sino-foreign	joint	venture	bank,	which	is	a	bank	jointly	established	by	a	foreign	financial	

 institution21 and a Chinese company or enterprise; 

(3) A foreign bank's branch; 

(4)	A	representative	office	of	a	foreign	bank.	

In China, wholly foreign-invested banks, Sino-foreign joint venture banks and branches of foreign 

banks are collectively referred to as foreign invested bank's business entities. We will briefly 

introduce the requirements for the establishment of these three types of business entities and the 

criteria that the shareholders of wholly foreign-invested banks and Sino-foreign joint venture banks 

need to meet.

17 Rules for the Implementation of the PRC Regulations on the Administration of Foreign Invested Insurance Companies (2018), 
the former CIRC [2004] No. 4, issued on 13 May 2004, amended by the Decision of the former CIRC on Amending Four 
Regulations including Rules for the Implementation of the PRC Regulations on the Administration of Foreign Invested Insurance 
Companies, the former CIRC [2018] No. 4, issued by the former CIRC on 13 February 2018.
18 Interim Provisions on the Administration of Insurance Asset Management Companies (2011), the former CIRC [2004] No. 
2, issued on 21 April 2004, amended by Notice on Amending Relevant Rules of Interim Provisions on the Administration of 
Insurance Asset Management Companies, the former CIRC [2011] No. 19, issued on 7 April 2011.
19 Notice of the China Banking and Insurance Regulatory Commission on Allowing Foreign Investors to Operate Insurance Agency 
Business in China, CBIRC [2018] No. 30, issued on 19 June 2018.
20 Article 2 of the PRC Regulations on the Administration of Foreign Invested Banks.
21	A	foreign	financial	institution	referred	to	in	these	Regulations	shall	mean	a	financial	institution	that	is	registered	outside	
the	PRC	and	approved	or	licensed	by	the	finance	regulatory	authority	of	the	country	or	region	where	it	resides.
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In addition, foreign investors investing in non-banking financial institutions in China also need 

to apply for administrative licensing/approval with the Chinese regulatory authorities. These non-

banking	financial	institutions	include:

※ Financial asset management companies

※ Corporate	group	finance	companies

※ Financial leasing companies

※ Vehicle	finance	companies

※ Currency brokerage companies

※ Consumer	finance	companies

※ Trust companies

※ Overseas	representative	offices	of	non-banking	institutions	in	China22

Due	to	the	 limited	 length	of	this	Guide,	we	will	not	elaborate	on	the	qualifications	and	approval	

procedures	for	foreign	firms	investing	in	the	aforementioned	non-banking	institutions	in	China.

(ⅰ) Requirements for establishing or investing in a foreign invested 
bank's business entity

1. Registered capital requirements of wholly foreign-invested banks and Sino-
foreign joint venture banks

The establishment of a wholly foreign-owned bank or a Sino-foreign joint venture bank in China is 

subject to approval by the CBIRC, and the minimum registered capital of such banks shall be RMB 1 

billion or the equivalent amount in an exchangeable foreign currency. The registered capital shall be 

contributed in full.23

22 Article 2 of the Measures for Administrative Licensing of Non-Bank Financial Institutions of China Banking Regulatory 
Commission and Article 4 of the Measures of the China Banking Regulatory Commission for the Implementation of Items 
Requiring Administrative Licensing for Trust Companies.
23 Article 8 of the PRC Regulations on the Administration of Foreign Invested Banks.
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2. Common requirements needed to be met by the shareholders of wholly foreign-
invested banks and Sino-foreign joint venture banks, or by foreign banks that intend 
to	set	up	branches	and	representative	offices

The shareholders or foreign banks that intend to establish wholly foreign-invested banks, 

Sino-foreign joint venture banks or branches or representative offices in China shall meet the 

requirements of sustainable profitability, good reputations, no material violations of laws and 

regulations, having had sufficient experience in international financial activities, and having 

established an effective anti-money laundering system. The foreign shareholders of the proposed 

wholly foreign-invested bank, the foreign shareholders of the Sino-foreign joint venture bank, 

or the foreign bank that intends to set up a branch or representative office in China shall be 

effectively	supervised	by	the	financial	regulatory	authorities	of	the	country	or	region	in	which	they	

are	registered,	and	their	applications	shall	be	approved	by	such	financial	regulatory	authorities.	It	

should be noted that the country or regions of registration of the shareholders of the wholly foreign-

invested banks, Sino-foreign joint venture banks or foreign banks proposed to set up branches or 

representative	offices	in	China	shall	have	established	a	sound	financial	regulatory	and	supervision	

system, and a good regulatory cooperation with the CBIRC.24

3. Other conditions that shareholders of the wholly foreign-invested bank and Sino-
foreign joint venture bank need to meet

In addition to the abovementioned common requirements, the shareholder(s) of a wholly foreign-

invested bank must also be financial institution(s), among them (as the case may be) the sole 

shareholder or the controlling shareholder shall also be a commercial bank whose total assets, as of 

the end of the year before the application for the establishment, shall be no less than US$10 billion25 

 (for banks from Hong Kong or Macau, total assets shall be no less than US$6 billion), and the 

capital adequacy ratio shall conform to the relevant requirements set forth by the CBIRC and the 

applicable	financial	regulatory	authority	of	the	residing	country	or	region.26

As to the shareholders of a Sino-foreign joint venture bank, in addition to foreign shareholder(s) 

satisfying the abovementioned common requirements, the foreign shareholder(s) and the sole or 

24 Article 9 of the PRC Regulations on the Administration of Foreign Invested Banks.
25	According	to	the	Head	of	CBIRC	Guo	Shuqing's	statement	on	1	May	2019	(see	Annext	2	for	details),	 the	total	assets	
requirement is expected to be cancelled.
26 Article 11 of the Implementation Measures of the Administrative Licensing for Foreign-Invested Banks.
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main Chinese shareholder shall be financial institutions. In particular, the sole or main foreign 

shareholder shall meet the same criteria stipulated for the foreign shareholder of the wholly foreign-

invested bank in the paragraph above.27

In addition to the above, shareholders of the wholly foreign-invested banks and Sino-foreign joint 

venture banks should also pay close attention to the following circumstances. If any of the following 

circumstances	occur,	its	shareholder	qualification	will	be	restricted/impaired:

(1) Obvious defect(s) in its corporate governance structure and mechanism; 

(2) Shareholding structure is abnormally complex or lacking in transparency;

(3)	Too	many	affiliated	entities,	and	related-party	transactions	are	unreasonably	frequent	or	abnormal;	

(4) The core business is not prominent or the business scope is unreasonably wide;

(5)	Fluctuations	in	cash	flow	are	greatly	susceptible	to	the	economic	climate;	

(6)	The	asset-liability	ratio	and	financial	leverage	ratio	are	significantly	higher	than	the	industry	

 average; 

(7) Acting as nominal shareholder of wholly foreign-invested bank or Sino-foreign joint venture 

 bank28; 

(8) Other situations that would have a material adverse effect on the proposed establishment of the 

 bank.

Therefore, if a foreign investor intends to incorporate a wholly foreign-invested bank or invest in a 

Sino-foreign	joint	venture	bank	in	China,	it	is	advisable	to	ascertain	whether	it	has	satisfied	all	the	

applicable requirements and conditions, and cleared from any circumstances which might trigger 

any restrictions on its eligibility.

27 Article 12 of the Implementation Measures of the Administrative Licensing for Foreign-Invested Banks.
28	Article	5	of	the	Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.



17

GUIDE FOR FOREIGN INVESTORS IN CHINA’S BANKING AND INSURANCE SECTORS

4. Requirements for a foreign bank to set up its branch(es) in China

(1) Working Capital Requirements

A foreign bank setting up a branch in China needs to satisfy minimum working capital requirements, 

which means, the head office of the foreign bank shall allocate, at no additional costs, working 

capital no less than RMB200 million or equivalent amount in exchangeable foreign currency 

to its branch.29 This is also one of the preconditions to be met by a foreign bank carrying out 

foreign exchange business in China. Where a foreign bank's China branch intends to conduct RMB 

business, its working capital shall be no less than RMB 300 million or the equivalent amount in an 

exchangeable foreign currency, of which the working capital in RMB shall be no less than RMB 100 

million and the working capital in the foreign currency shall be no less than the amount equivalent 

to RMB 200 million.30

(2) Other requirements

The foreign bank shall have total assets of no less than US$20 billion31 (for banks from Hong 

Kong or Macau, total assets shall be no less than US$6 billion) as of the end of the year before 

the application for establishment. The capital adequacy ratio shall comply with the applicable 

requirements set out by the CBIRC as well as the relevant financial regulatory authority of the 

country or region where it is registered.32

(ⅱ) Application and approval of the establishment of a foreign 
invested bank's business entity or a representative office of a 
foreign bank

The CBIRC is in charge of approving the establishment of a foreign invested bank's business 

entity and the establishment of a representative office of a foreign bank. The main difference 

between these two types of approval procedure is that the former requires a financial license.33 

29 Article 8 of the PRC Regulations on the Administration of Foreign Invested Banks
30 Article 29 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
31 According to the Head of CBIRC Guo Shuqing's statement on 1 May 2019 (see Annext 2 for details), the total assets 
requirement is expected to be cancelled.
32 Article 31 of the Measures for the Administrative Licensing of Foreign Invested Banks of the CBRC.
33 Article 29 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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	The	specific	approval	procedures	and	relevant	application	materials	required	are	summarized	below.34

1. Establish a foreign invested bank's business entity

(1) Approval Process

The establishment of a foreign invested bank's business entity is divided into two stages: preparation 

and opening. The application for the preparation of establishing a foreign invested bank's business 

entity shall be received and initially examined by the banking regulatory bureau where the 

proposed entity is registered, and is subject to final review and decision by the CBIRC. The 

specific	approval	process	is	as	follows:

(2) Required application materials and relevant work

A. Application for Preparation of Establishment 

The following materials are required to be submitted for the establishment preparation of a Sino-

foreign joint venture bank or a wholly foreign-invested bank:

(i)   A written application for preparing the establishment in China addressed to the Chairman of 

CBIRC, signed jointly by the chairman of the board of directors or the bank president (chief 

executive officer/general manager) of each shareholder. The application shall include the 

proposed name, address, registered capital, types of business applied, names of shareholders 

and the respective proportions of capital contribution, etc.

(ii)  Feasibility study report, which shall at least include the basic information of the applicant, an 

analysis of the market prospects of the proposed entity in China, a business development plan, 

a	corporate	governance	structure	plan,	a	3-year	(after	opening)	financial	forecast	on	the	assets	

and	liabilities,	profit	and	loss	figures,	and	preliminary	plans	for	the	IT	system,	data	center	and	

networks in relation to its business operations;

(iii) Draft articles of association of the proposed entity in China;

34	This	flow	chart	of	approval	of	establishing	foreign	invested	bank's	business	entity	is	made	according	to	the	Measures for the 
Administrative Licensing of Foreign Invested Banks of the CBRC, the Regulations on the Administration of Foreign Invested Banks 
and Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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Flow chart of approval of establishing foreign invested bank's business entity

Application for establishment 
preparation submitted to the 
governing local CBIRC bureau

Preparatory work completed; 
the applicant applies to the local 
CBIRC	office	for	verification

Preparatory work successfully 
ve r i f i ed ;  Bus ine s s  open ing 
application submitted to the local 
CBIRC bureau

The local CBIRC bureau issues its 
decision to approve/disapprove 
and informs the applicant in 
writing

The  app l i can t  r e ce i ve s  the 
approval	and	obtains	the	financial	
licence

Registering with the administration 
f o r  m a r k e t  r e g u l a t i o n s  a n d 
obtaining the business license

Accepted by the local CBIRC 
bureau

The	local	CBIRC	office	submits	its	
opinion together with the whole 
set of application materials to the 
CBIRC

The CBIRC makes its decision on 
whether to approve or disapprove 
the application and informs the 
applicant

The applicant receives the notice 
of approval on the establishment 
preparation

The applicant obtains forms for 
opening the business from the 
governing local CBIRC bureau, 
starts preparatory work for the 
opening

Report the business opening date 
to the local CBIRC bureau, and 
announce the opening date in 
CBIRC designated national and 
local news papers

Accepted by the local CBIRC 
bureau

Accepted by the CBIRC

20 days

6 months

2 months

	15	days

within 6 months from 
the issuance date of 
the business licence

Opening business
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(iv)   A joint venture contract signed by the shareholders of the proposed joint venture bank, except 

for the sole shareholder of a wholly foreign-invested bank;

(v)   Articles of association, or equivalent constitutional document, of each shareholder of the 

proposed entity in China;

(vi)   Respective shareholder(s)' organization chart/shareholder structure, list of major shareholders, 

list	of	overseas	subsidiaries/branches	and	affiliated	entities;

(vii)  Annual reports of the shareholder(s) for the past three years;

(viii) The anti-money laundering system of the shareholder(s);

(ix)   Letter of undertaking signed by the shareholders for long-term sustainable operation in China 

and effective management of the proposed entity in China;

(x)	 	 	Photocopy	of	business	 licence	or	relevant	financial	 licence	issued	by	the	financial	regulatory	

authority of the country or region where the foreign shareholder(s) is registered and its 

applicable authority's opinion on the application;

(xi)  Where establishing a wholly foreign-invested bank or a Sino-foreign joint venture bank for 

the	first	time,	a	summary	of	the	financial	system	of	the	country	or	region	where	the	foreign	

shareholder	is	registered	and	relevant	financial	laws	and	regulations	shall	be	submitted;

(xii)   Other information required by the CBIRC.35

The following materials are required to be submitted for the preparation for establishment of a 

foreign bank's China branch:

(i)    A written application for preparing the establishment in China addressed to the Chairman of 

CBIRC, signed by applicant's chairman of the board of directors or the bank president (chief 

executive	officer/general	manager).	The	application	shall	include	the	proposed	name,	address,	

working capital, types of business applied etc.

(ii)   A feasibility study report, which shall include basic information on the applicant, a market 

35	Article	17	of	the	Measures for the Administrative Licensing of Foreign Invested Banks.
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prospects analysis of the proposed branch in China, a business development plan, a corporate 

governance structure plan, a 3-year (after opening) financial forecast on the assets and 

liabilities,	profit	and	loss	figures,	etc.;

(iii)   Applicant's articles of association;

(iv)   A shareholding structure/organization chart of the applicant and its corporate group, a list of 

major	shareholders	and	a	list	of	overseas	subsidiaries/branches	and	affiliates;

(v)    The annual reports of the applicant for the past three years;

(vi)   The applicant's anti-money laundering system;

(vii)  A photocopy of the business license or relevant financial licence issued by the financial 

regulatory authority of the country or region where the applicant is registered and its 

applicable authority's opinion on the application;

(viii)	Where	a	foreign	bank	is	to	establish	a	branch	in	China	for	the	first	time,	the	applicant	shall	

submit	a	summary	of	the	financial	system	of	the	country	or	region	in	which	it	is	registered	and	

relevant	financial	laws	and	regulations;

(ix)   Other information required by the CBIRC.36

B. Preparation for Establishment

Once the establishment preparation application is approved, the opening preparatory work includes:

(i)    establishing and improving the corporate governance structure, and reporting the corporate 

governance structure to the local CBIRC bureau (only applicable to a wholly foreign-invested 

bank and a Sino-foreign joint venture bank);

(ii)    establishing an internal control system, including internal organization structure, authorization 

and delegation, credit extension, management of credit funds, cash transactions, accounting, 

the IT control system and operational procedures, and reporting the internal control and 

operational procedures to the local CBIRC;

36	Article	35	of	the	Measures for the Administrative Licensing of Foreign Invested Banks.
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(iii)	staffing	with	sufficient	business	personnel	suitable	for	the	proposed	business	development	and	

who have received relevant training concerning for example policies and regulations and business 

knowledge, so as to meet the requirements for the effective monitoring of major business risks, 

approvals	and	verifications	at	different	levels,	allocation	of	functions	of	key	positions	and	cross	

checks, etc.;

(iv)	printing	out	 important	business	vouchers,	receipts	and	slips	to	be	used	externally,	and	filing	

specimens of these with the local CBIRC counterpart for its records;

(v)  equipping safety and security facilities approved by the relevant government authorities, and 

submitting	copies	of	relevant	certificates	to	the	local	CBIRC	counterpart;

(vi) engaging a qualified accounting firm (CPAs) in China to conduct pre-opening audits of the 

internal control, accounting and IT systems, etc., and submitting the audit reports to the local 

CBIRC counterpart.37

C. Application for Business Opening

The applicant for business opening of a wholly foreign-owned bank or a Sino-foreign joint venture 

bank shall submit the ''Verification Certificate of Business Opening" together with the following 

application	materials	(in	duplicate)	to	the	applicable	local	CBIRC	office/bureau:

(i)   An ''Application for Business Opening" signed by the person-in-charge of the preparatory team 

addressed to the Chairman of the CBIRC, which shall include the name and address, registered 

capital, scope of business, all the shareholders and their shareholding percentage, and name 

of the proposed Chairman and President (Chief Executive Officer, general manager); where 

the	applicant	has	established	a	representative	office	in	the	same	city	where	the	wholly	foreign-

owned bank or Sino-foreign joint venture bank is proposed to be established, an application for 

closure	of	the	representative	office	shall	be	submitted	simultaneously;

(ii)   ''Application Form for Business Opening";

(iii) The relevant materials required for approval of appointment qualifications of the proposed 

Chairman	and	President	(Chief	Executive	Officer,	general	manager);

37 Article 10 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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38 Article 20 of the Measures for the Administrative Licensing of Foreign Invested Banks.

(iv)	 	Pre-business	opening	audit	report,	and	capital	verification	certificate	(normally	 issued	by	an	

accounting	firm	in	China);

(v)    Organisation structure chart of the proposed bank, description of job duties of all job positions, 

internal authorisation and reporting lines;

(vi)   List, CVs and training records of employees of the proposed bank;

(vii) Draft articles of association of the proposed bank, and legal opinion on the draft articles of 

association	issued	by	a	Chinese	law	firm;

(viii)	Photocopies	of	security	and	fire	system	certificates	of	the	business	premises,	or	other	relevant	

proofing	materials;

(ix)   Photocopies of proof of ownership and proof of use rights or lease agreement of the business 

premises; and

(x)    Other information required by the CBIRC.38

The applicant for business opening of the proposed foreign bank's branch in China shall submit the 

''Verification	Certificate	of	Business	Opening"	together	with	the	following	application	materials	(in	

duplicate)	to	the	applicable	CBIRC	office/bureau:

(i)    An ''Application for Business Opening" signed by the person-in-charge of the preparatory team 

addressed to the Chairman of the CBIRC, which shall include the name, business address, 

working capital, business scope, and name of the proposed candidate for the branch manager; 

where a representative office is established in the same city as the proposed branch, an 

application	for	closure	of	the	representative	office	shall	be	submitted	simultaneously;

(ii)    ''Application Form for Business Opening";

(iii)	 	 	The	relevant	materials	for	approval	of	appointment	qualifications	of	the	proposed	candidate	

for the manager of the proposed foreign bank branch;



24

GUIDE FOR FOREIGN INVESTORS IN CHINA’S BANKING AND INSURANCE SECTORS

(iv)	 	Pre-business	opening	audit	report,	and	capital	verification	certificate	(normally	 issued	by	an	

accounting	firm	in	China);

(v)   A letter of indemnity for bearing of taxes and debt liabilities of the proposed branch by the 

foreign bank;

(vi)  Organisation structure chart of the proposed branch, description of job duties of all job 

positions, internal authorisation and reporting lines;

(vii)  List, CVs and training records of the staff of the proposed branch; 

(viii)	Photocopies	of	security	and	fire	system	certificates	of	the	business	premises,	or	other	relevant	

proofing	materials;	

(ix)  Photocopies of proof of ownership and proof of use rights or lease agreement of business 

premises; and

(x)    Any other materials required by the CBRC.39

For the approval process and related materials for establishing a foreign invested bank's business 

entity, please also refer to the Guidelines for the Establishment, Change and Termination of Foreign 

Invested Banks' Business Entity and Their Branches by the CBIRC, available at: http://www.cbrc.gov.

cn/chinese/home/docView/8A3A4E495FCF450081AC595E95D75099.html.

2.	Establishing	a	representative	office	of	a	foreign	bank

(1) Approval Process

The	establishment	of	a	representative	office	of	a	foreign	bank	in	China	is	also	subject	to	the	approval	

of the CBIRC. The CBIRC shall make a decision on whether or not to approve the application within 

six (6) months from the date of receipt of the application for the establishment of the foreign bank's 

representative	office.	Upon	approval,	the	foreign	bank's	representative	office	shall	register	with	the	

39 Article 38 of the Measures for the Administrative Licensing of Foreign Invested Banks.
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local	administration	for	market	regulation,	obtain	the	business	licence	(company	registry	certificate	

equivalent) and make an announcement in the CBIRC designated national and local newspapers.

The	representative	office	of	a	foreign	bank	shall	move	into	the	permanent	office	premises	within	six	

(6) months from the date of approval; Otherwise, the approval will expire.40

(2) Required application materials

A. Application stage

The	application	materials	required	for	establishing	a	representative	office	of	a	foreign	bank	in	China	

are as follows: 

(i)    An application form signed by the Chairman or President (Chief Executive Officer, general 

manager) of the applicant addressed to the Chairman of the CBIRC, including the name and 

location of the proposed representative office, and name of the proposed candidate for the 

chief representative;

(ii)				An	application	statement	for	the	establishment	of	representative	office;	

(iii)  A feasibility study report including the basic information of the applicant, and the objective 

and	plans	of	the	proposed	representative	office	etc.;	

(iv)   The applicant's articles of association or equivalent constitutional document; 

(v)   Organisation structure chart of the applicant and its group, list of key shareholders, list of 

overseas	branches,	sub-branches,	subsidiaries	and	affiliates;	

(vi)   The applicant's annual reports for the past three years; 

(vii)  The applicant's anti-money laundering system; 

(viii)	Photocopy	of	business	licence	or	financial	business	licensing	document	issued	by	the	financial	

regulatory authorities of the applicant's home country or region, and its opinion on the 

40 Article 21 of the Regulations on the Administration of Foreign Invested Banks and Article 19 of the Rules for the 
Implementation of the Regulations on the Administration of Foreign Invested Banks.
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application;

(ix) The relevant materials for approval of appointment qualifications of the proposed chief 

representative;

(x)  For first-time establishment of a representative office, the applicant shall submit the proof 

document issued by a banking institution registered in China stating that it is a correspondent 

bank	with	the	said	foreign	bank,	together	with	the	summary	information	of	the	financial	system	

and	financial	regulations	of	the	applicant's	home	country	or	region;

(xi)  Other information/materials as required by the CBIRC.41

B.	Moving	into	the	permanent	office	premises

Upon	moving	into	the	permanent	office	premises,	the	representative	office	of	a	foreign	bank	shall	

submit the following materials to the applicable CBIRC counterpart at the locality:

(i)			The	registration	form	containing	basic	information	on	the	representative	office;

(ii)			A	photocopy	of	the	business	registration	certificate;

(iii)		Information	of	the	internal	management	system,	including	the	representative	office's	duties	and	

responsibilities, internal work and internal reporting systems etc.;

(iv)		Photocopies	of	the	lease	agreement	or	title	certificate	of	the	office	premises;

(v)  Information on the office facilities and rental of telecommunication lines from the telecom 

provider;

(vi)		Specimen	of	official	seal,	letterhead	and	business	cards	used	by	staff	members;

(vii) Other information/materials required by the CBIRC.42

For	the	approval	process	and	relevant	application	materials	for	establishing	a	representative	office	

41	Article	57	of	the Measures for the Administrative Licensing of Foreign Invested Banks.
42 Article 20 of the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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of a foreign bank, please also refer to the Guidelines for the Establishment, Change and Termination 

of Foreign Bank's Representative Office by the CBIRC, available at: http://www.cbrc.gov.cn/chinese/

home/docView/5867B812BF0D4CBCADFBB92293D731F9.html.

3. Establishing a branch of a Sino-foreign joint venture bank or a wholly foreign-
invested bank

(1) Approval Process

The establishment of a branch of a wholly foreign-invested bank or a branch of a Sino-foreign joint 

venture bank is divided into two stages: preparation and opening. The application for preparing 

the	establishment	of	a	first-tier	branch	(a.k.a.	tier-one	branch)	of	a	wholly	foreign-invested	bank	

and the first-tier branch of a Sino-foreign joint venture bank directly supervised by the CBIRC 

shall be received, reviewed and decided upon by the CBIRC. The application for the preparation 

of establishing other branches of a wholly foreign-invested bank or Sino-foreign joint venture 

bank shall be received, reviewed and decided by the applicable local CBIRC counterpart where the 

proposed	branch	is	registered.	The	specific	approval	process	is	as	follows:43

(2) Required application materials and relevant work

A. Application for Establishment Preparation

The materials required to be submitted for setting up a branch of a wholly foreign-invested bank or 

of a Sino-foreign joint venture bank are as follows:

(i)  An application form for preparing setting up a branch signed by the Chairman or President (Chief 

Executive	Officer,	general	manager)	of	the	applicant	addressed	to	the	Chairman	of	the	CBIRC,	which	

shall include the name, location, working capital, types of businesses etc of the proposed branch;

(ii) A feasibility study report including at least the basic information on the applicant, a market 

prospects analysis, business development plans, organization management structure chart of the 

proposed	branch,	financial	forecasts	of	assets	and	liabilities	as	well	as	profit	and	loss	figures	for	

the three-year period following business commencement; 

43 Flow chart of approval of establishing a branch of JV bank, foreign wholly-owned bank is made according to the Measures 
for the Administrative Licensing of Foreign Invested Banks, the Regulations on the Administration of Foreign Invested Banks and 
the Rules for the Implementation of the Regulations on the Administration of Foreign Invested Banks.
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Flow chart of the approval of establishing a branch of a JV bank 
or a foreign wholly-owned bank

Application for establishment 
preparation submitted to the 
CBIRC or the applicable local 
CBIRC bureau

The local CBIRC bureau announces 
its decision to approve/disapprove 
and informs the applicant in writing

The applicant receives the 
approval and obtains the 
financial	license

Registering with the administration 
for market regulation and obtaining 
the business license

The CBIRC or applicable local 
CBIRC bureau makes its decision 
to  approve/d i sapprove  and  
informs the applicant in writing

The applicant obtains forms for 
opening the business from the 
governing local CBIRC counterpart, 
starts preparatory work for the 
opening

Preparatory work completed; 
the applicant applies to the local 
CBIRC	bureau	for	verification

Preparatory work successfully 
ve r i f i ed ;  Bus ine s s  open ing 
application submitted to the local 
CBIRC bureau

Accepted by the CBIRC or the 
local	CBIRC	office

The appl i cant  rece ives  the 
approval for preparation

 6 months

 6 months

2 months

	15	days
Opening business

Accepted  by  the  loca l 
CBIRC bureau
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(iii) The applicant's articles of association; 

(iv) The applicant's annual reports; 

(v)  The applicant's anti-money laundering system; 

(vi) A photocopy of the applicant's business licence; 

(vii) Board resolution of the applicant approving the setting up of the proposed branch; and

(viii) Other information/materials required by the CBIRC.44

B. Application for the Business Opening

The proposed branch of a wholly foreign-owned bank or a Sino-foreign joint venture bank applying 

for	business	opening	shall	submit	the	''Verification	Certificate	of	Business	Opening"	together	with	the	

following	application	materials	(in	duplicate)	to	the	applicable	local	CBIRC	office/bureau:

(i)  ''Application for Business Opening" signed by the person-in-charge of the preparatory team 

addressed to the Chairman of the CBIRC, which shall include the name, business address, 

working capital, scope of business of the proposed branch, and name of the proposed candidate 

of the branch manager;

(ii)  Application form for opening the business; 

(iii)	The	relevant	materials	for	approval	of	appointment	qualifications	of	the	proposed	candidate	for	

the branch manager; 

(iv) Pre-business opening audit report, and capital verification certificate (normally issued by an 

accounting	firm	in	China);	

(v)		Photocopies	of	security	and	fire	system	certificates	of	the	business	premises,	or	other	relevant	

proofing	materials;	

(vi) An organization structure chart of the proposed branch, description of job duties of all job 

44 Article 43 of the Measures for the Administrative Licensing of Foreign Invested Banks
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positions, internal authorisation and reporting lines; 

(vii)  List, CVs and training records of the staff of the proposed branch; 

(viii) Photocopies of proof of ownership, proof of use rights or lease agreement of business premises; 

and

(ix)   Other information required by the CBIRC.45

For the approval process and relevant materials for establishing a branch of a Sino-foreign joint 

venture bank or a wholly foreign-invested bank, please refer to the Guidelines for the Establishment, 

Change and Termination of Foreign Invested Banks' Business Entity and Their Branches by the 

CBIRC, available at:

http://www.cbrc.gov.cn/chinese/home/docView/8A3A4E495FCF450081AC595E95D75099.html

(iii) Banking-related businesses

In China, a wholly foreign-invested bank or a Sino-foreign joint venture bank may, pursuant to the 

scope of business approved by the CBIRC, engage in all or some of the following foreign currency 

and RMB businesses:

1. accepting public deposits; 

2. offering short-term, mid-term and long-term loans; 

3. accepting and discounting bills; 

4. buying and selling government bonds, financial bonds and other securities priced in foreign 

currencies other than stocks;

5.	providing	letters	of	credit	and	guarantees;	

6. processing domestic and international settlements; 

7. buying and selling foreign exchange whether on its own or acting as an agent; 

45	Article	46	of	the	Measures for the Administrative Licensing of Foreign Invested Banks
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8. acting as an insurance agent; 

9. engaging in interbank borrowing and lending; 

10. engaging in bank card business; 

11. providing safe deposit boxes; 

12. providing credit checks and consultancy services; and 

13. engaging in any other business approved by the CBIRC

In addition, wholly foreign-invested banks and Sino-foreign joint venture banks may, upon approval 

by the PBOC46, engage in the sale and purchase of foreign currencies.47

In accordance with the business scope approved by the CBIRC, branches of foreign banks may 

operate part or all of foreign exchange businesses except bank card business and RMB businesses 

for customers other than domestic Chinese citizens within the business scope applicable to the 

wholly foreign-invested banks and Sino-foreign joint venture banks.48

A representative office of a foreign bank may engage in non-operational activities such as liaison, 

market research and consultation related to the foreign banking business it represents.49

If a wholly foreign-invested bank, a Sino-foreign joint venture bank or a branch of a foreign 

bank intends to conduct any of the aforementioned businesses, it should apply to the CBIRC for 

administrative examination and approval. If the securities investment fund custodian service is 

involved, a relevant application shall be submitted to the China Securities Regulatory Commission 

(''CSRC"), with the CBIRC copied in.50 In view of the differences in the relevant requirements, 

application materials and approval timelines, we will not fully elaborate on these in this Guide.

(iv) Basel III and Capital Regulatory Requirements by the CBIRC

In addition to the aforementioned approval requirements and criteria, foreign invested banks' 

46 People's Bank of China (China's central bank)
47 Article 29 of the Regulations on the Administration of Foreign Invested Banks.
48 Article 31 of the Regulations on the Administration of Foreign Invested Banks.
49 Article 33 of the Regulations on the Administration of Foreign Invested Banks.
50	Article	11	of	the	Administrative Measures on Securities Investment Fund Custodian Business.
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business entities are also required to meet relevant capital regulatory requirements. In 2010, the 

Basel Committee issued Basel III: A global regulatory framework for more resilient banks and 

banking systems (amended in June 2011, ''Basel III") 51and required participating members to 

complete the formulation and amendment of relevant national regulations within two years. The 

new regulatory standards were implemented on 1 January 2013 and shall be fully met by 1 January 

2019.

Basel III established a new financial supervision model that combines micro-prudential 

management with macro-prudential management, and greatly improved the capital supervision 

requirements for commercial banks. In this regard, the former CBRC issued the Guiding Opinions 

on the Implementation of New Regulatory Standards for the Chinese Banking Industry (the ''New 

Regulatory Standards") and the Capital Management Measures for Commercial Banks (Trial) (the 

''Capital Measures"), which fully introduced the capital quality standards and capital supervision 

requirements under Basel III. Under the premise of complying with and meeting international 

standards and in consideration of the domestic practice of the banking sector, the New Regulatory 

Standards and the Capital Measures further clarify the regulatory standards of China's commercial 

banking industry.

According to Basel III, banks' regulatory capital is divided into Tier 1 capital (going-concern 

capital) and Tier 2 capital (gone-concern capital); while Tier 1 capital is subdivided into Common 

Equity Tier 1 and Additional Tier 1 capital. The New Regulatory Standards and Capital Measures 

have inherited the definition and scope of the capital, but have made minor adjustments to the 

composition of various types of capital.

The distinction is important because security instruments included in Tier 1 capital have the 

highest level of subordination. Common Equity Tier 1 capital includes equity instruments that have 

discretionary dividends and no maturity, while additional Tier 1 capital comprises securities that are 

subordinated to most subordinated debt, have no maturity, and their dividends can be cancelled at 

any time. Tier 2 capital consists of unsecured subordinated debt with an original maturity of at least 

five	years.

With regard to the limits and proportions of regulatory capital, Basel III provides that 1) Common 

Equity	Tier	1	capital	must	be	at	least	4.5%	of	risk-weighted	assets;	2)	Tier	1	Capital	must	be	at	least	

51	In	December	2017,	Basel	III	was	revised	again,	the	new	version	will	be	implemented	from	1	January	2022.
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6.0%	of	risk-weighted	assets;	and	3)	Total	Capital	must	be	at	 least	8.0%	of	risk-weighted	assets;	

while the New Regulatory Standards and the Capital Measures are more stringently stipulate that 1) 

Common	Equity	Tier	1	capital	adequacy	ratio	must	be	at	least	5%;	2)	Tier	1	Capital	adequacy	ratio	

must	be	at	least	6%;	and	3)	Total	Capital	adequacy	ratio	must	be	at	least	8%.

In addition, the New Regulatory Standards and Capital Measures have also inherited the regulatory 

requirements of Basel III with respect to capital conservation buffer and countercyclical buffer. 

The capital conservation buffer is designed to ensure that banks establish capital buffers outside 

periods of stress which can be drawn down as losses are incurred. Basel III stipulates that the capital 

conservation	buffer	of	2.5%,	comprised	of	Common	Equity	Tier	1	capital,	 is	established	above	the	

regulatory minimum capital requirement. The Capital Measures also require commercial banks 

to accrue reserve capital on the basis of minimum capital requirements. The capital reservation is 

required	to	be	2.5%	of	risk-weighted	assets,	which	are	comprised	of	Common	Equity	Tier	1	capital.	

Countercyclical buffer aims to ensure that banking sector capital requirements take account of 

the	macro-financial	environment	 in	which	banks	operate.	Basel	III	stipulates	that	banks	should	be	

subject	to	a	countercyclical	buffer	that	varies	between	zero	and	2.5%	to	total	risk-weighted	assets.	

The requirement for counter-cyclical buffer can only be comprised of Common Equity Tier 1 Capital 

or other capital with full loss absorbing capital. The Capital Measures stipulates that countercyclical 

buffer	accounts	 for	0-2.5%	to	risk-weighted	assets,	which	are	comprised	of	Common	Equity	Tier	

1 capital. The rules for the accrual and application of countercyclical buffer shall be separately 

prescribed by the CBIRC.

(v) The history and current status of foreign banks in China

In the last four decades, the Chinese banking sector's liberalization has steadily broadened and 

deepened, forming an important part of China's reform and opening up. By means of investing in 

domestic Chinese banks, foreign investment in China's banking sector can be traced back to 1997 

when the Asian Development Bank invested in China Everbright Bank and acquired the latter's 

shares. China Everbright Bank then became the very first joint-stock commercial bank in China 

with an international financial institution as its shareholder. In the following years, IFC helped 

expedite the transformation of China's commercial banks: between 1999 and 2009, IFC made equity 

investments in eight Chinese commercial banks totaling $471.7 million. 

Foreign invested banks are now integrated into the Chinese financial system. Foreign invested 

banks in China have sufficient capital, stable liquidity, good asset quality, and have maintained 
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stable operations. As of June 2018, the total number of foreign invested banks' business entities in 

China	was	1,005,	a	nearly	five-fold	increase	over	the	past	15	years,	with	an	average	annual	growth	

rate	of	13%.	The	total assets	of	foreign	invested	banks	in	China	have	increased	by	7.56%	year-on-

year, and the overall development has been relatively stable. The number of entities and asset value 

have	increased	steadily,	and	the	asset	quality	remains	good.	In	2017,	the	accumulated	net	profits	

of foreign invested banks in China was equivalent to ten times that of 2002. At the end of the same 

year, the registered capital of foreign invested banks had increased by more than six times over the 

figure	for	the	end	of	2002.

In this context, China is speeding up the opening of the banking sector. The CBIRC has clearly stated 

that it will make all possible efforts to reduce the number of administrative licensing requirements, 

simplify the licensing process, and improve the access to the banking sector as much as possible, 

further unifying the standards for market access for Chinese and foreign investors, and strengthening 

careful supervision. China has now lifted the restrictions on the foreign shareholding in the banking 

sector, and continues to encourage foreign investment in China.

With the promotion of China's Belt and Road Initiative and international cooperation, China offers 

a	great	number	of	cross-border	financial	business	opportunities	for	foreign	banks	in	China,	boosting	

the confidence of foreign banks to enter the Chinese market. Recently, four foreign banks have 

opened branches in Shanghai. These are the Shoko Chukin Bank, Ltd. Shanghai Branch, United Arab 

Emirates Joint Stock Company Shanghai Branch, Tai Fung Bank Co., Ltd. Shanghai Branch, Kasikorn 

Bank (China) Limited Company Shanghai Branch. In addition, Thailand's Siam Commercial Bank 

has received approval for establishing a Shanghai branch.

V.  Foreign Investment in the Insurance Sector

In China there are four main forms in which foreign investors can invest in the insurance sector: 

(1) Foreign invested insurance company, reinsurance company; 

(2) Foreign invested insurance intermediary institutions; 

(3) Foreign invested insurance asset management institutions; 

(4)	Representative	offices	of	foreign	insurance	companies.


