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[1 Shanghai’ s city government is setting up a financial investment
company with about $1bn to spend on investments in China and
overseas. 1 OO0 OoooO* Dooouoooo
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J00000o0oo0ooooodoooonogn (China
Investment Corporation) [ I O O O O (National Social Security
Fund)U O 0O O OO O 0O O O The new agency, to be called
Shanghai Financial Holdings, follows moves by the central
government in Beijing to promote overseas investment through the
newly established China Investment Corporation and the National
Social Security Fund.U 0 O 00000 ooododo
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also manage financial assets transferred from Shanghai International
Group, the provincial government’ s existing holding company,
whichisbeingsplitintotwo. O 0 OO0 0000 O00doOd

I (Shanghai Pudong Development Bank)U 0O O O 0O O OO O

[ (Shenyin Wanguo) [0 O O 00 O These assets include banks
such as Shanghai Pudong Development Bank and securities firms
suchas ShenyinWanguo.l U O U OO0 UOOU0ooooon
Jo0odoboooooodoooooooooooooa



O0000000000000000 O Officials said Shanghai
Financial Holdings, which is expected to be headed by Ji Xiaohui,
chairman of Shanghai Pudong, would have a role in supporting
Shanghai companiesastheygoabroad. D U OO0 OO OO0 OO
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familiar with the matter say the provincial government sees the
agency as part of its strategy of promoting Shanghai as an
International financial centre. However, officials concede that is
unlikely to happen until the central government removes capital
controls and allows the renminbi to trade freely. 0 OO 0 0O O O O [
00000 (State Counci)O O OO 0O OO O OO O Other
regional governments are also seeking approval from the State
Council to establish specialised investment funds. O O O O O O [
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0000000 0O O Both Shanxi and Guangdong are launching
energy funds while Sichuan hopes to establish a technology fund.
Tianjin has launched an investment fund.00 U 0O O 0O O 0O O O O
Jo0o0oooooo* oo ooooooooooon
DO000000000000 0 China allowed so-called window
or trust and investment companies in the 1980s and 1990s, but they
made largely unproductive investments abroad. J U 0O O 0O 0O O O
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000000000 O Some foreign bankers with China expertise
say it is not clear whether the new investment agencies have formal



systems in place to prevent poor investments. “ [ 0O 0O O 0O O O
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lack transparency, and accountability and governance,” said a
senior executive at one major international bank. “ Itisn’ tclear
how they will disclose related party transactions.” [ 0 [ O O O
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[J However, other experts say this phase of overseas investment is
likely to be more professionally managed. 100Test U U [ 00 [ O [
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