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China laid down new rules to regulate online lenders
--Online platforms would not take deposits from public, pool investors’ money, or guarantee
returns
Peng Lishuang
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Nowadays, as some Chinese online platforms do not run very well and involve suspected
frauds which highlight risks facing the booming industry, China’s banking regulator came out
restrictive rules on thousands of online peer-to-peer lenders, aiming to regulate the market.
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On 28" December, China Banking Regulatory Commission (CBRC) initiated a draft rule that
online platforms should not take deposits from the public, pool investors’ money or guarantee
returns. At the same time, the central bank put out a rule to tighten oversight of online-payment
firms.

RABZHE, M FPELMATERFHES, He&EM, HARAR, RHRAFULE
RERTREMOHTEEE, PP FERFEENMTeREEMLER, FHARFRER
eHBERTRAKETS. A5, FRETEEMNANESZ A4, nNECBERAE
RarferasZEEE AE. (GE8 Aft, § 270 ZFELKS T ATIHMAEEGE.

Under the planned rule, online P2P platforms will need to publicly disclose information on
their borrowers, the project that money is going into, relevant risks, and the total amount of
loans brokered as well as information on the proportion outstanding to the largest borrower.
They also need to register with local financial regulators and cannot help borrowers to raise
money to invest in the stock market. In addition, the central bank is tightening oversight of
online-payment firms like Alibaba Group Holding Ltd’s finance affiliate. Only in August, there

were 270 firms were taken into account for oversight.
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According to CBRC, China had 2,612 online lending platforms operating normally as of
November, while another 1000 still had some problems; for example some platforms enlarge and
diversify their revenues by distributing wealth-management products, which should by no means
be part of the role played by online platforms—intermediaries between borrowers and lenders.
As a result, it ruled out some of those P2P sites.
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According to an official of Xinhua News Agency, in September, the Supreme People’s
Procuratorate said many criminals exploited the anonymity of P2P lending platforms, accounting
for an explosion in financial crimes. The draft rule, aimed at preventing Ezubo and similar
incidents from occurring and protecting the interests of customers, is open for public comment
and feedback by Jan 27.
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Questioning voice can be heard as the CBRC’s approach came out. “The rule is rather strict”,
Shanghai-based Maizi Financial Services, which operates a P2P site and other investment
platforms, said. “The industry needs to uprate themselves with wealth-management products.
The clampdown is sure to completely dash the hope of adopting a diversified model in this
industry.”
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The CBRC said in a separate statement that many online lenders are far from playing the role



of information intermediary, adding that the rule is to protect customers and regulate the market.
Under the rule, which is to take effect July 1, there will be three categories of online payment
accounts on the basis of security level. Customers with over five methods of verification or
through face-to-face verification can open the most comprehensive account, having access to
annual online or mobile payments of about 200,000 yuan (5543,410) per person.
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The rule, once takes effect, means tighter regulations are to be put on online lender. As a
new industry undergoing changes and risks, online lending platforms need to be regulated and
guided by the government policy so as to ensure they will run well and serve for the public
interests. The restrictive rule, from another perspective, also represents that regulators
acknowledge the positive effect online lenders have on national economy and will continue to

support, encourage and guide the development of this booming industry.

Source: The Business Times (Singapore)



