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Ladies and gentlemen: 
I’m very pleased to be here for the Sino-India Financial Development Summit. On behalf of The CIRC, I’d like to extend our congratulations to the convening of the Summit! Please allow me to take this opportunity to make a brief introduction of China’s insurance market development and agricultural insurance, and discuss with you about some thoughts and regulatory policy options of China's insurance industry in dealing with the international financial crisis.
1. Overview of China's insurance development and regulation
Since the new China was founded 60 years ago, China's insurance industry has traversed an extraordinary path of development. Particularly, after 30 years of reform and opening up, China has successfully realized the great historical turning point of transformation from a highly centralized planned economy to a vibrant socialist market economic system and from a closed or semi-closed situation to full openness. The overall progress of China's economy and society also injects new vigor and vitality into the insurance industry to develop. From the initial stage when only one company was in business and all premium income of the insurance market was only RMB 460 million at the beginning of reform and opening up, China's insurance industry has achieved a great historical leap forward. China's insurance market has also shown unprecedented vigor and vitality, and is playing an increasingly important role in the national economic and social life.
Steady and robust development of insurance market. By 2008, the total direct insurance premium income reached RMB 978.91 billion; insurance companies’ indemnity expenditure and payment amounted to RMB 298.04 billion; total assets of insurance companies was RMB 3.35718 trillion; the premium income ranked No. 6 in the world, 10 positions higher than in 2000. There were a total of 120 insurance companies, 9 insurance asset management companies and 2,445 professional insurance intermediaries nationwide, and 6 insurance companies got listed locally and overseas. A vibrant insurance market of a variety of categories, ownership forms and organizational forms has come into being.
Overall improvement in insurance service capacity. Insurance gradually becomes an important means to serve, improve and protect people's livelihood; an important factor to support investment, expand consumption and protect exports; an important force for optimizing the financial structure and improving the resource allocation efficiency of financial markets; and an important way to promote innovation in social management and public services and to improve the government's administrative efficiency. In terms of social management, the insurance industry has developed the coal employers’ liability insurance, compulsory insurance against traffic accidents of vehicles, medical liability insurance and public liability insurance against fires. With the service sectors continuing to broaden, insurance promotes economic and social harmony and stability. In protecting the smooth functioning of economic society, since 2002, the cumulative payout by the insurance industry has exceeded RMB 1 trillion; after the freezing rain and snow disaster in the South in 2008 and the 5.12 Wenchuan Earthquake, the insurance industry was completely committed into disaster relief and reconstruction work and compensated more than RMB 10 billion. In serving new countryside construction, the insurance industry vigorously develops agricultural insurance and the small-sum personal insurance in rural areas, which have achieved preferable results.
Increasingly mature insurance regulation. After 30 years of development, China's insurance industry has undergone profound changes in institutional mechanisms, capital strength, talent team and technical means. The CIRC has established the "three-pillar" modern regulatory framework including market conduct regulation, solvency regulation and governance structure regulation of insurance companies; and constructed the 5-level defensive line to prevent risk that is based on internal company control with solvency regulation as the core, on-site inspection as an important means, funds utilization regulation as the key link and insurance protection fund as the barrier. Making risk prevention and alleviation the lifeline of the industry, the insurance industry fundamentally resolves the problem of inadequate solvency in the industry, promptly and effectively controls the hidden risk danger arising in the rapid development of the industry, and initially establishes and improves the long-term mechanism to resolve insurance risks. At present, the solvency of the insurance industry as a whole is adequate with the industry's competitiveness continuing to increase.
2. Development of rural insurance in China 
Since reform and opening up, China's insurance industry has been actively exploring in serving agriculture, rural areas and farmers. Over the recent years, the CIRC has been strongly advocating the development of agricultural insurance and the life microinsurance in rural areas, and encouraging the adoption of this market-oriented measure of insurance to support agricultural and rural development and serve the farmers and new rural construction.
China's agricultural insurance began in 1982. The original People's Insurance Company of China operated agricultural insurance business, mainly including planting and breeding insurance and the mainly insured liability was natural disasters. In 1986, Xinjiang Production and Construction Corps agricultural and animal husbandry production insurance company (the current China United Property Insurance Company) was established, mainly operating agricultural insurance business inside the Construction Corps. During this period, the development of agricultural insurance still could not meet the growing insurance demands in rural areas and farmers. In November 2003, the CIRC put forward the Initial Plan to Establish Agricultural Insurance System, and reported to the State Council in April 2004 the Report on the Progress of Agricultural Insurance Work, proposing the overall vision of establishing an agricultural insurance system in line with China's national conditions and to vigorously promoting agricultural insurance pilot work. It was approved to establish specialized agricultural insurance companies; promote the pilot work for commercial insurance companies to engage in policy-oriented agricultural insurance business; allow commercial insurance companies to use short-term accident insurance for farmers and health insurance as an entry point to actively explore the rural insurance market; and introduce those foreign-funded companies that are successful in operating agricultural insurance. These efforts have achieved initial results. China's agricultural insurance shows rapid development. By 2008, pilot policy-oriented agricultural insurance supported by the central finance extended from 6 provinces to 16 provinces and the Xinjiang Production and Construction Corps; more than 160 types of agricultural risk insurance were launched; the annual agricultural insurance indemnity reached RMB 6.4 billion; the amount of agricultural insurance liability amounted to nearly RMB 240 billion; and more than 10 million households benefited. 
The CIRC insists on promoting the financial inclusion of insurance services and adheres to the sustainable development principles of being "desirable", "affordable", “available” and “worthiness” in developing small-sum insurance. In June 2008, the CIRC carried out pilot work of small-sum personal insurance in rural areas in 9 provinces (autonomous regions) including Shanxi Province. After a year of experimental work, it established the service network for low-income groups and the coverage of small-sum insurance continued to expand. As of the end of June 2009, pilot programs of small-sum personal insurance in rural areas have been extended to 19 provinces (autonomous regions); a total of more than 6.1 million farmers were covered; insurance premium income exceeded RMB 140 million; and an indemnification of more than RMB 81 billion was provided to farmers. At present, there are 4 models of microinsurance sales: first, the model of insurance village with the entire village under blanket coverage; second, the model of individual scattered marketing by rural salesman; third, the model of cooperation with new rural cooperative medicare, micro-credit institutions and other third-party agencies; fourth, the model of premium subsidy provided by the government. In addition, the insurance industry also actively explores the rural housing insurance, micro-credit insurance, pension insurance of landless farmers, insurance for migrant farmers and other agriculture-related insurances.

Next, rural insurance development will focus on the following aspects. First, expanding the coverage of agricultural insurance and carrying out planting, breeding and agriculture-related insurance business. It is to increase the coverage ratio of wheat, rice, corn, cotton, oil crops insurances and fertile sows and cows insurances; actively promote the pilot work of forest insurance, fattening pig insurance and rubber insurance; and encourage insurance companies to carry out rural housing insurance and casualty insurance for main rural labor force, and to explore farm machinery insurance, export credit insurance for agricultural products, quality guaranty insurance of agricultural products and other insurances, so that insurance service will cover the entire process of agricultural production, rural development and peasant life. Second, intensifying the efforts to promote small-sum insurance. By promoting innovation in small-sum insurance products and channels and strengthening cooperation with the Poverty Alleviation Office of the State Council and other relevant ministries, it is to promote small-sum insurance to meet the real needs of low-income groups and to serve a wider range of low-income groups. The CIRC will strengthen its cooperation with the International Association of Insurance Supervisors (IAIS), subsume China’s experience in developing small-sum insurance into the country study by the international small-sum insurance working group, and actively participate in the formulation of small-sum insurance-related standards and regulatory rules. Third, strengthening the cooperation of agricultural insurance and agriculture-related credit. It is to encourage the insurance companies to establish an interactive mechanism with rural bank financial institutions that is featured by wide coverage, multiple levels, policy complementarity and risk sharing; enhance cooperation in product development, sales channels and risk management and control and other aspects; give full play to the lever mechanism of bank interest rates and insurance premiums; explore the effective way to spread agricultural risk and solve the problem of “difficult lending” in rural areas; and improve the rural financial support system. Fourth, strengthening catastrophic risk management and ensuring the healthy and stable development of agricultural insurance system. It is to improve the emergency management mechanism; develop programs to diversify catastrophic risk; intensify the monitoring and prediction of catastrophic risk; improve the ability to respond to catastrophic risk; and explore to establish agricultural reinsurance systems and catastrophe risk diversification mechanism.
3. New progresses in China's insurance development and regulation 

Since the international financial crisis occurred, China's insurance industry has made risk prevention and alleviation the lifeline of the industry in face of severe and complicated international and domestic environment. Through policy guidance and market regulation, insurance regulatory departments guide the industry to vigorously develop risk-guarantee and long-term-savings businesses and actively promote the structural adjustment; and enhance product review to promote structural adjustment with product management. Through the efforts of the entire industry, it has achieved the goal of risk averting, structural adjustment and steady growth. In the first half of 2009, China achieved the premium income of RMB 598.61 billion nationwide, up 6.6% year on year; the indemnity expenditure and payment of RMB 160.81 billion, up 4.2% year on year; and the total assets of insurance companies of RMB 3.7 trillion, growing 10.9% compared to the beginning of the year. China's insurance industry has maintained a good momentum of development and increased the ability to resist risks, thus making contributions to maintaining financial stability, economic stability and social stability.
1) The CIRC attaches great importance to the guidance and regulation of product innovation 
On the whole, the development of China's insurance product innovation has gone through the following five stages.

Phase 1 (1949 - 1958): insurance industry just started to develop, with insurance products mostly about property insurance, hull insurance, railroad rolling stock insurance and other compulsory insurances.

Phase 2 (1982 - 1992): insurance products resumed development; property insurance was given priority, with products mostly about business property insurance, cargo insurance, homeowner insurance and automobile insurance; personal insurance products were mostly about simple life insurance and overall pension insurance.

Phase 3 (1992 - 1999): the innovation in personal marketing insurance products promoted personal insurance business to develop rapidly. In 1992, personal marketing agent system began to enter China and became one of the basic sales models widely used by domestic insurance companies. In 1996, banks began to act as selling agents of insurance products. At the same time, other insurance intermediary sales channels were also enriched and expanded constantly. Currently, banks, postal services, car dealers and other selling agents have become important sales channels for insurance products. In recent years, with the development of information technology, insurance companies actively explore low-cost ways for sales, that is, to provide insurance consumers with convenient, high-quality and low-price insurance services by selling insurance products through the Internet, telephone and other means.

Phase 4 (1999 - 2001): with interest rates being brought down further, unit-linked insurance, participating insurance, universal insurance and other new-type life insurance products and investment-type non-life insurance products appeared one after another, promoting the rapid development of insurance market. 

Phase 5 (2001 to this day): bancassurance products grow rapidly, car insurance rate undergoes market-oriented reform, and product innovations such as endowment insurance, health insurance and micro-insurance appear continuously. Insurance innovation is making positive progress and product innovation is closer to market demand. To adapt to an increasingly diverse financial and insurance needs of people and to break the limitation of insurance products’ traditional protection functions, products with investment and financing functions are developed; to adapt to the needs of protecting and improving people’s livelihood, micro-insurance products with low premium, simple procedures and appropriate protection are developed for low-income groups; to adapt to the need of establishing a multi-level social security system, various forms of commercial pension and health insurance products are developed; to adapt to new countryside construction, new insurance categories including fertile sows insurance, fattening pigs insurance and forestry insurance are developed; to adapt to the need of building harmonious society, liability insurance products involving high-risk industry, environmental pollution and public fire are developed, for example, mandatory third party auto liability insurance is developed jointly with the Ministry of Public Security, school liability insurance is developed jointly with the Ministry of Education, environmental protection liability insurance is developed jointly with the Ministry of Environmental Protection, and domestic trade credit guarantee insurance (with state revenue support) is developed jointly with the Ministry of Commerce. Currently, the insurance industry has basically formed the business and product system covering most insurable risk areas, and its services reach all levels of natural risk management and social risk management.

The CIRC attaches great importance to the regulation of insurance product innovation and earnestly protects the interests of policyholders. Recently, the CIRC promulgated the Administrative Measures for the Information Disclosure of New-type Life Insurance Products, which has already been implemented since October 1, 2009. From the links of sales, after-sales and ongoing disclosure, the Measures improves the timeliness, accuracy and transparency of information disclosure, and enhances the mandatory disclosure obligations of insurance companies, thus it will play an important role in standardizing insurance companies’ advertising and marketing behaviors as well as containing misleading sales. For example, in the sales link, it provides that insurance companies should present the insurance terms, product specifications and Insurance Prompt Book to the insured when selling new products to individuals and ask the insured to sign after copying the RISK DISCLOSURE STATEMENT. The above provisions will help the policyholders fully understand the insurance products they purchase. In the after-sales link, it requires insurance companies to pay a return visit to the insured during the cooling off period, and separately provides the key points of the return visit for participating, unit-linked and universal Insurance products. A return visit will help the policyholders re-understand the insurance products purchased. Once they find the products not complying with their purchase intention, they can choose to cancel the insurance contract during the cooling off period. In the ongoing disclosure link, it does not only separately set the disclosure rules for the three categories of participating, unitt-linked and universal Insurance products, but also specially stipulates that, for universal, unit-linked and other flexible premium products, insurance companies bear the timely notification obligations if the policy account balance is insufficient to cover risk premiums and other costs before the expiry date. On the whole, many provisions of the Measures reflect the characteristics of protecting policyholders’ interests from the perspective of standardizing information disclosure behavior and preventing misleading sales. Meanwhile, the CIRC actively encourages the Insurance Association of China to study and establish the insurance product innovation protection mechanism to effectively promote the sustainable development of insurance product innovation.

The CIRC also pays high attention to insurance product innovation and ensures the sustainable development of innovation. First, we shall not be afraid to innovate simply because innovation may bring risks. At present, the main problem in China's insurance industry is not over innovation, but insufficient innovation. We must continue to vigorously promote insurance innovation and continuously improve mechanisms supporting insurance innovation. Regarding some innovations in line with the developing direction of market economy and financial stability principles, these innovations can be tried as long as conditions permit. Second, we shall not innovate for the sake of innovation, but persist in the right direction. Innovation is not an end but a means. The fundamental purpose of insurance innovation is to increase the service capacity and competitiveness of the insurance industry and to promote sustainable and healthy development of the insurance industry. Third, we shall not loosen controls for encouraging innovation. We must strengthen the regulation of innovation to prevent potential risks brought by innovation.
2) The insurance industry achieves positive results in coping with the international financial crisis

According to the risk characteristics of the financial crisis, the CIRC takes targeted regulatory measures and focuses on the prevention of three types of risk. First, to safeguard against possible risks of concentrated insurance withdrawal. Implicated by the financial crisis of its parent company AIG, AIA once suffered from a substantial increase in the amount of surrender last year, the daily surrender amount during which was 5 times higher than normal. To guard against possible risk of large-scale surrender triggered, it is required to strengthen cash flow monitoring and management in insurance companies and extract full cash reserve. Insurance companies should be urged to effectively improve insurance services to enhance consumer confidence. Second, to actively deal with investment risks. The international financial crisis brings a huge risk of investment loss to the overseas investment of Chinese insurance companies. By strengthening the regulation of overseas investment, we are to guide relevant insurance companies to use foreign exchange policies to adjust investment portfolio and control investment risks. Insurance companies will be urged to seriously implement various risk management systems and processes. Third, to safeguard against the risk of solvency failure. Since the outbreak of the international financial crisis, a small number of insurance companies found their business declined and assets shrink in the crisis due to too rapid institutional expansion and weak management forces in earlier days, thus gaps appeared in solvency. In response to this situation, the CIRC strengthens rigid constraints on solvency regulation. In accordance with relevant provisions, companies failing to meet the standard of solvency will be ceased to approve establishment of branches, restricted the scale of business and dividends and curbed executive pay, and these companies will be urged to adopt a variety of ways to add capital.
3) What the insurance industry has learned on risk prevention from the international financial crisis 

The international financial crisis has not only brought a painful lesson to the insurance industry in various countries, but also provided profound thoughts for the future reform and development of the industry.

First, strengthening macro-prudential regulation and effectively guarding against systematic risks. The crisis has affected the real estate market, commercial banks and investment banks, from financial derivatives to the real economy and from a single country to global consequences. Promoted by the crisis, financial regulators worldwide begin to think about how to build an over-arching financial regulatory body so as to enhance systematic risk prevention, which is of great significance to the stability of the global financial system and the healthy development of world economy.
Second, highlighting the protection function of insurance. During the financial crisis, insurance companies’ core business remains stable, which is mainly because the characteristics of insurance product itself determines its ability to resist financial risks. On the one hand, the occurrence probability of risk events underwritten by the insurance industry is appreciably affected by the financial market; on the other hand, insurance products, life insurance products in particular, have longer maturity with inter-cycle characteristics. When the economic environment changes, it is even more necessary to highlight the protection function of insurance, emphasize underwriting profit and product pricing, and smooth the impact of economic cycle fluctuations on the insurance industry by strengthening liability management.
Third, carefully dealing with financial innovation and strengthening the regulation of insurance products innovation. The financial crisis has given us a profound lesson that we can never loosen the regulation of financial innovation or pamper financial innovational activities, which will result in loss of control. The insurance industry must seize tightly its protection function, optimize the structure and develop steadily, thus to effectively serve social development and secure livelihood economy.

Fourth, strengthening exchanges and cooperation in international insurance regulation. Since the international financial crisis broke out, many international organizations and governments in Europe and the United States have been summarizing and reflecting on the defects in supervision scheme, mode and system and actively promoting regulatory reform. To strengthen bilateral and multilateral exchanges and cooperation, absorb and draw upon fruits of other countries widely and establish the sharing mechanism for insurance regulatory information is the inevitable choice under the background of globalization.
This June, the IAIS held an executive board meeting in Taipei, at which an agreement was reached on the establishment of unified international insurance regulatory rules and the maintenance of financial stability, and it also preliminarily set the overall framework of insurance supervision strategic adjustment. At the Summer Davos Forum just concluded in Dalian in September, participating countries conducted in-depth discussion on issues of financial regulation and real economy development, and achieved good results. As emerging developing countries with tremendous potential for development, China and India will be an important engine for world economic development in the future. Meanwhile, the enormous economic power and wealth of human resources, as well as the rapidly developing process of industrialization and globalization, make our two countries have many similarities. As close neighbors, China and India have continuously held two Sino-India Financial Development Summits, which is very important and very necessary for establishing regional financial cooperation and promoting regional development. We hope that through this summit we can further enhance our mutual understanding, deepen bilateral cooperation, enhance the management level of the financial sector in our two countries, and promote the financial industry of us to better serve the economic and social progress, thus advancing the healthy development of regional and global economy.
Thank you!
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