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ABSTRACT 
Building a new open economic system at a higher level requires opening up to the outside world in a wider 
range, wider fields and deeper levels. The opening up of the financial industry is one of the key links. CBRC's 
cancellation of foreign ownership limit can effectively coordinate with the implementation of the financial 
industry's opening-up strategy, and has a very important incentive effect on the development of China's banking 
industry. But at the same time, the financial risks it may bring can't be ignored. By selecting panel data of 16 
banks from 2016 to 2021, a regression model is established to analyze the impact of foreign capital introduction 
on financial risks of banking institutions. It is found that the relationship between foreign capital introduction 
and risk of commercial banks presents nonlinear curve characteristics and there is a critical point. Based on this, 
the relevant policy suggestions are as follows. Firstly, when the restriction of introducing foreign capital is 
relaxed, the proportion of foreign ownership should be set as the maximum limit. Secondly, the host country 
should firmly grasp the actual control of the financial industry. Thirdly, the quality of foreign investment should 
be strictly controlled. Fourthly, the proportion of foreign investment should be adjusted accordingly. 
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1. INTRODUCTION 

Since China's accession to the World Trade 
Organization (WTO) in 2001, China has gradually 
lifted the restrictions on foreign investment in 
Chinese financial institutions, and Chinese 
commercial banks have begun to introduce foreign 
strategic investors. In recent years, the opening up 
of China's financial industry is accelerating. 
Especially on April 10, 2018, Xi Jinping in Boao 
Forum for Asia, chairman of the 2018 annual 
meeting, announced that China's decision to take a 
series of major new steps to open up to the outside 
world, including ensuring that limits on foreign 
ownership in banking, securities and insurance are 
eased. Therefore, the speed of opening up of 
China's banking industry and other financial sectors 
has significantly increased. Since then, to ensure 
the smooth implementation of these major 
measures, China's financial regulators have 
launched a series of opening-up policies, including 

15 opening-up measures for the banking and 
insurance industries announced by the CBRC in 
2018, and a total of 19 opening-up measures in 
2019. The measures call for the lifting of the cap on 
the shareholding of a single Chinese bank and a 
single foreign bank in a Chinese commercial bank, 
under the principle of equal ownership by both 
domestic and foreign banks. In this context, the 
scale of foreign investment introduced into China's 
banking industry keeps expanding. By the end of 
2020, a total of 27 Chinese banks contain foreign 
ownership. 

The China's "14th Five-Year Plan" clearly 
points out that "adhere to the implementation of a 
wider range, wider areas, deeper opening-up" and 
"build a new system of higher level of open 
economy", which fully shows that China's banking 
industry will continue to accelerate the pace of 
opening-up in the future. The introduction of 
foreign capital in the banking industry is an 
important part of the opening up of the banking 
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