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Bad Loans of China’s Banks and the Future of China’s Fiancial System
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Abstract: As to whether the bad loans of China’s banks will be a threat to its financial
system,the paper puts forward the following four viewpoints: first, the bad loans are mostly
policy loans gradually formed in the course of economic transition, which was mainly caused by
institution;second, the losses from the disposition of bad loans will be shared by the govern-
ment, the central bank and national banks, which will lessen the impact on the financial system;
third, compared with the bad loans disposition of Japan,owing to the fact that in China it is the
government that takes a leading role and the final responsibility bearer,China has taken faster
steps to dispose its bad loans,and thus having a better perspective than Japan;fourth, with the
progress of China’s economic reform, the wealth security and economic security of Chinese
people has constantly enhanced, which will be beneficial to both the stability of China’s finan-
cial system and the economic growth in the long-run.
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