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SUGGESTIONS

The Committee on Economic and Monetary Affairs calls on the Committee on Foreign 
Affairs, as the committee responsible, to incorporate the following suggestions in its motion 
for a resolution:

1. Notes that the global trade and investment flows are intense and continue to grow, 
intertwining the EU and Chinese economies ever more; recalls that since 1978, total 
two-way EU-China trade has increased more than forty-fold and that China is the EU’s 
second largest trading partner; recalls that in 2004 the EU became China's largest 
trading partner, ahead of the US and Japan, and that over the last 5 years average annual 
investment by EU companies in China amounted to EUR 3.5 billion, bringing total 
stocks of EU Foreign Direct Investments to over EUR 30 billion;

2. Notes that in 2005 the Chinese trade balance amounted to 102 billion US dollars, which 
is more than twice as much as in the previous bench mark year (32 billion US dollars); 
that in 2005 currency reserves amounted to approximately 819 billion dollars - an 
increase of 209 billion dollars compared to the previous year; that if this trend 
continues, China is likely to have at its disposal over 1 billion dollars in foreign reserves 
at the end of 2006, making it the world’s largest holder of foreign currency; that initial 
predictions for 2006 point to a capital inflow of some 50 billion dollars, primarily in 
long-term direct private investments; welcomes in this connection the fact that the 
Government of the People’s Republic of China has started to relax its pegging to the US 
dollar and is thus not opposed to a possible revaluation of its currency; considers that 
warnings about insufficient risk surcharges for lending operations should be taken 
seriously;

3. Would like to remind the Institutions of the European Union and the EU Member State 
governments to take into consideration the interests of the Community; in particular, 
would like to point out that in a free trade environment, protectionist measures do not 
work but only serve to restrict free trade and  consumer choice, drive up prices and 
close down European businesses; notes that, in the long term, the total benefits derived 
from bilateral free trade are higher than the short term effects of protectionism; 
would like to recall that the imposition of safeguard measures must be the consequence 
of an existing or immediate threat of market disruption; points out that, as far as China 
is concerned it was always clear that market disruption was neither threatened nor ever 
really existed; notes that in international trade planning, reliability, predictability, and 
compliance with contractual terms are of the highest priority; regards globalisation as a 
demand-shock in macroeconomics comparable to the invention of the steam-engine or 
the loom; therefore recommends a structural change, which must be made socially 
compatible by using transitional periods; recalls that almost 50 trading enterprises from 
different European countries have established a platform for monitoring social standards 
in supplier countries; notes that, in particular,  cooperation with the supplier country 
China is very successful; notes that compliance with certain social standards will be a 
crucial criterion in the context of future EU-China trade;

4. Points out that despite the recent changes, the pegging of the Chinese currency to the 
dollar at a very low level is one of the most problematic aspect of China’s relations with 
its international partners, and also inevitably impacts the commercial and economic 
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activities of the EU; takes the view that the European Union should actively participate 
through the ECB in the dialogue concerning a revaluation of the Chinese currency and 
support the gradual floating of control of this currency which will restore monetary 
equilibrium and also reduce to a minimum turbulence in the Chinese economy;

5. Recommends that the European Regulatory Framework be adapted to structural changes 
in order to make vital savings and to create an innovation-friendly environment as a 
precondition for the growth and competitiveness of the EU in competition with China;

6. Points out the significant increase in China’s trade surplus which has led to a great 
increase in its foreign currency reserves; applauds the decision of the Chinese 
Government to impose more stringent controls in order to restrict the influx of 
speculative capital and endorses the need to find more effective means of using the 
country’s great foreign exchange reserves;

7. Recommends that measures be taken to press ahead with combating corruption in China 
so as to protect EU markets and the financial interests of the EU from fraud, 
counterfeiting, bribery and other kinds of financial crime;

8. Points out that financing productive investments, fostering innovation, supporting SMEs 
and promoting insurance and pension markets all require sound, open and vibrant 
financial markets, as well as a currency policy ensuring fair global competition, which 
is properly regulated, with high standards of investor protection; welcomes the fact that 
since 2004 a structured dialogue has been held on competition matters between the EU 
and China and considers that the EU should assist China on matters of general 
competition policy and in legal and technical matters concerning competition policy;

9. Notes that, while domestic firms still dominate the insurance sector, with a 90% market 
share, the market is growing by approximately 30% per annum while at the same time 
creating more opportunities for EU players; notes also that EU insurers are optimistic 
about their future prospects and that 2004 saw revenue growth rates for foreign insurers; 
recognizes the great efforts made by the Chinese authorities to publish regulations on 
the Management of Insurance Guarantee Funds, to approve domestic insurance funds to 
outside investments, in accordance with the China Insurance Regulatory Commission 
(CIRC) and the State Administration of Foreign Exchange (SAFE); welcomes balanced 
competition between domestic and foreign insurers; therefore asks for additional 
clarifications to be made in the areas of life and non-life insurance as well as in the area 
of reinsurance; asks, in addition, that the market for bank/insurance joint ventures 
should be reviewed in order to develop an approach in line with international market 
standards;

10. Takes the view that, within the framework of efforts to modernise and liberalise the 
Chinese banking system, the EU should continue to work closely with the Chinese 
authorities with a view to the adoption of international accounting standards and the 
Basel II standards, which would ensure greater security for European investors;

11. Observes the impressive efforts made by the Chinese authorities to modernise their 
financial sector, and notes that although transitional adjustments may be difficult in the 
short term, the long-term positive impact will largely offset the investments; backs the 
EU strategy to strengthen co-operation through the launch of new dialogues, agreements 
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and multiple business joint ventures;

12. Notes that for years the banking system in the People’s Republic of China has been 
growing rapidly; that this has been accompanied by a gradual opening of the banking 
and financial sector to foreign interests; that this is taking place in accordance with the 
basic principles of the WTO and the transitional periods granted to China when it joined 
the WTO; that many Chinese commercial banks have already been authorised to work 
with foreign lenders; that, finally, more than 400 international banks and financial 
institutes have opened branches or representations in the People’s Republic of China; 
calls on the People’s Republic of China to continue this process, further to relax the 
remaining restrictions on foreign banks as far as customer transactions, areas of 
business and regional activities are concerned and ultimately to dismantle them 
altogether in order to create greater scope for development for foreign banks or banks 
with foreign capital participation; calls on the People's Republic of China, furthermore, 
to allow all foreign or mixed banks to conduct customer transactions in the Chinese 
currency, the Renminbi, and, in the near future to lift all restrictions on Renminbi 
transactions of foreign banks throughout China; calls on the People’s Republic of China 
furthermore, in addition to the relaxation of market access rules for foreign or mixed 
banks implemented introduced so far, also to relax controls on external financial 
institutions and, in this connection, to reduce the capital requirements for the 
establishment of foreign financial institutions from the present excessively high level so 
as to allow these undertakings effective market access;

13. Welcomes the rapid modernisation of the Chinese financial sector; stresses, however, 
the utmost importance of ensuring a smooth transition to avoid any financial instability 
with possible repercussions across global financial markets;  suggests, in particular, that 
a 'race to the bottom', harmful regulatory competition between global financial 
marketplaces, should be avoided; suggests, on the contrary, that major regulators 
worldwide should promote standards of the highest quality; recalls that the EU itself is 
committed to the global convergence of standards in the areas of accounting 
(International Financial Reporting Standards - IFRS), audit (International Standards on 
Auditing - ISAs), capital requirements for credit institutions (Basel II), money 
laundering and the fight against financing terrorism (Financial Action Task Force on 
Money Laundering - FATF - recommendations) and securities market regulation 
(International Organization of Securities Commissions - IOSCO - standards); points out 
that the EU would be ready to offer its experience and assistance to the Chinese 
authorities to implement convergence where necessary;

14. Very much appreciates the initiative of the Chinese and EU authorities and businesses 
to reinforce cooperation, notably through the establishment of an annual dialogue on 
macroeconomic and financial sector issues and the organisation of a capital markets 
roundtable, with the objective of creating platforms for discussing strategic financial 
regulatory issues between financial regulators and market participants; suggests that the 
discussions should focus on common regulatory issues facing policymakers of both 
sides and the influence of regulation in EU-Chinese commercial partnerships; also 
suggests that the huge challenges of growing interdependence of financial markets in a 
globalising business environment reinforces the need for policy makers and regulators 
to cooperate as early as possible on emerging issues; stresses the importance of the rapid 
evolution of Chinese and EU financial services industries, the importance of these 
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markets for economic development, and the demands that these developments make on 
regulation and supervision; suggests that the emerging specific themes of mutual 
interest include: 

 strengthening upstream EU-China financial regulatory cooperation in the 
context of globalising financial markets,

 general principles of financial regulation and the importance of effective 
enforcement,

 banking securities, pension and investment fund reforms, and
 corporate governance, accounting, auditing and anti-money laundering issues;

15. Stresses that the further improvement and development of financial markets in China 
require a reduction in restrictive bureaucratic mechanisms, greater transparency in the 
award of public contracts, especially as regards foreign enterprises, and a policy of state 
aid which will ensure fair competition;

16. Considers that global standards developed by the Financial Action Task Force (FATF) 
must be used as the global benchmark and should be implemented worldwide; 
appreciates China's participation in the FATF as an observer and its commitment to 
implement the 40 revised Recommendations and 9 Special Recommendations;

17. Emphasises that the massive economic development of Chinese industry will inevitably 
lead to increased demand for oil and thus an increase in oil prices; considers that the EU 
should pay particular attention to this parameter and work closely with the Chinese 
authorities to exchange expertise in sectors of renewable sources of energy and the 
adoption of common environmental and energy standards with a view to achieving 
sustainable development;

18. Notes the shift of the Chinese economy towards the sectors of technological innovation 
and research as China prepares for the 2008 Olympic Games, which has allowed 
substantial progress to be made in sectors of the Chinese economy such as 
telecommunications, the automotive industry and transport; supports further cooperation 
and interaction between the EU and China in the fields of technology, research and 
development with a view to boosting the competitiveness of both economies and 
promoting a knowledge-based society;

19. Believes that for a mutually beneficial outcome of EU-China trade and investment 
relations, not only the mutual opening up of markets, but also a continued commitment 
from both sides to recognise and to respect intellectual property rights, competition 
rules and social and environmental standards are required;

20. Takes the view that, owing to the global interpenetration of capital and financial 
markets, one-sided currency moves by the Chinese national bank may have substantial 
consequences for the EU; recommends therefore closer cooperation between the 
European Central Bank and the Chinese Central Bank to discuss questions of financial 
stability, economic growth, exchange rates and the creation of reserves;

21. Believes that WTO membership will support and accelerate China's own process of 
economic reform and development, and will strengthen EU-China relations, for example 
as regards access to product and services markets and the enforcement of intellectual 
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property rights with due respect for international standards; applauds Chinese policy 
which is based on the rationalisation of quotas, the reduction of import and export 
barriers and the gradual liberalisation of services; calls on the Commission to continue 
to negotiate with the Chinese Government about the further removal of restrictive rules 
for foreign investors and the persistent protection of certain sectors;

22. Would like to recall, while respecting China's commitments and noting its membership 
of the WTO, that the EU is one of the most open markets in the world; offers its 
experience in creating the internal market to assist and strengthen China's own process 
of economic reform and development; suggests that in this process, a key objective 
should be to ensure that market opening is fair and that no unnecessary burdens are 
imposed on foreign players willing to participate to the Chinese market;

23. Notes that the very rapid development of the Chinese automotive market in recent years 
has contrasted markedly with largely static markets elsewhere in the world; also notes 
that, between 1999 and 2003, China more than tripled its output of passenger cars and 
doubled its production of trucks; considers that in the long-term, China's rapid economic 
development is likely to be reflected in a continuing increased demand for vehicles, and 
notes that some forecasts see China becoming the second biggest largest vehicle market 
worldwide by 2006; notes that China constitutes one of the most promising emerging 
markets for European automotive manufacturers and consequently has already attracted 
a high level of European investment since the early 1990s; points out that obstacles 
encountered by EU vehicle manufacturers in China take many forms, including 
substantial non-tariff barriers (NTBs); asks therefore to continue close monitoring of 
Chinese business and regulatory developments with a view to assessing the likelihood 
of success of a possible WTO dispute settlement if the situation does not improve;

24. Deplores the large number of counterfeit products produced and sold in China and the 
fact that sales of these counterfeit products are steadily increasing, since this is a source 
of unease for European producers as regards investing their know-how in the Chinese 
market; welcomes in this connection the line taken by Chinese civil courts which have 
very recently adopted a tougher approach to cases of products pirating and hopes that 
this intervention by the Chinese authorities will be extended to the entire territory of the 
People's Republic of China and cover all types of goods and the trade in these goods;

25. Considers it useful not only to promote further cooperation between the EU and China 
as regards public services, but also to promote reciprocal cooperation at private 
entreprise level so that common standards of commercial conduct gradually develop;

26. Stresses the need for increased coordination in the commodity markets in order to 
identify beforehand, and avoid, supply bottlenecks and significant price fluctuations.
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