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Transforming the People's Bank of China's Liquidity
Supply System and the Structure of the State — central
Financial System, Domestic and Foreign Investments by
the Government Financial Institutions

TORITANI Kazuo

(Abstract)

China’s financial economy is facing both internal and external problems. The internal one is the collapse of the real
estate bubble. The domestic debt is increasingly consolidated into both local and national government bonds. The
external one has been accrued to China’s foreign investment in connection with the “Belt and Road Initiative”. This
is its external claim, though which becomes non-performing loan. Much of the external claim is held by the two
policy banks, which have issued bonds. Besides, the largest holders of both local and national government bonds and
these policy banks’ bonds are the four state-owned banks. Along with such securitization of finance, the People's
Bank of China has begun to conduct open market operations for collateralizing the bond, which both local and
national government and the policy banks have issued. The most important thing is that the largest shareholder of the
four state-owned banks is Huijin, which is directly under the State Council. This paper clarifies that Huijin is the
core of China's state-central financial system, and that domestic and foreign non-performing loans are now

accumulated in the People’s Bank of China and come to constrain its daily financial adjustment policy.

Key words : Property bubble, LGFV, PBoC, state-owned bank, policy bank, BRI, Central Huijin Investment Ltd,

China Investment Corporation



