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An Analysis on the Effects and Tactics of Private Capital Entering

into the Banking Industry
LU Yajuan,CAO Yuanfang,JIANG Dingyin

Abstract . Since 2010 a series of achievements have been made with the entry of private capital into banking industry. The en-
try can motivate the market-oriented reform within the banking sector, avoid illegal fund-raising, and serve the real sector,but it
also possibly goes with the potential risks of spurring vicious competition, weakening the corporate governance and threatening
the stability of financial system. The entry has two channels including equity investment and the establishment of banks. With
regard to the legislation on the entry,the authorities should complete the framework of related rules,strictly control the scale of
the entry,and guide the private capital to be strict with self-discipline and to establish risk compensation and exit mechanism.
Key Words: private capital ; private banks; deposit insurance system; the entry of banking industry; property system; limita-

tions on entry
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