THE ASSOCIATION OF GLOBAL CUSTODIANS

THE BANK OF NEW YORK COUNSEL TO THE ASSOCIATION:
BROWN BrOTHERS HARRIMAN Baxer & MCKENZIE

CImimank, N.A, 815 CONNECTICUT AVENUE, N.W.
DEUTSCHE BaANK TRUST COMPANY AMERICAS WasHINGTON, D.C. 20008
INVESTORS BANK & TRUST COMPANY

JPMORGAN CHASE BANK TELEMHONE: 202/452-7013
MELLON FINANCIAL | FACSIMILE: 202/452-7074

THE NORTHERN TRUST COMPANY
RBC GLoBAL SEAVICES
STATE STREET BANK AND TRUST COMPANY

January 28, 2003

VIA COURIER

Mr. Zheng Yang

Deputy Director

Capital Management Department

State Administration of Foreign Exchange
Room 841, Huarong Office Building
No.18 Fucheng Road, Haidian District
Beijing 100037

People's Republic of China

Re:

Dear Deputy Director Zheng:

The Association of Global Custodians and its member banks have been
closely following the promulgation by the China Securities Regulatory Commission

("CSRC“) and the People's Bank of Chlna of the m&Mg_a_g_ugg_L

( Provusuonal Regulatlons") recently |ssued by
the State Administration of Foretgn Exchange ("SAFE"). We are writing to communicate

our appreciation of the steps you are taking to encourage foreign investment in the
Chinese equity and debt markets and to express our support for these developments.
We also want to introduce our Association to you and offer our consultative assistance
to you should you consider it helpful in the future.

The Association is an informal group of 10 banks based in North America that
are major providers of securities custody and ‘trade settlement services to institutional
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investors globally. In existence since 1995, the Association primarily seeks to address
regulatory and market structure issues that are of common interest to global custody
banks and their institutional clients.

We are very conscious that opening the Chinese markets more fuily to foreign
investors is a demanding undertaking that involves balancing controls needed for
market stability against the relaxation of restrictions so as to encourage suitable foreign
investment - activity. As global custodians to major institutional investors, we are
sensitive to the various market and regulatory considerations that our clients must
assess before committing to investment activity and that we must also evaluate to
support our clients’ commitments. Through our experience with these evaluations, we
have learned about the types of factors — such as eligibility criteria, investment quotas,
and provisions relating to repatriation of profits -- that can facilitate institutional clients’
investment activity or dissuade it.

With this experience and these types of client considerations in mind, we would
be pleased to confer with you or relevant working groups you organize, at the discretion
and invitation of CSRC and SAFE, as you continue to develop principles and
approaches to opening the Chinese markets, including via the Qualified Foreign
Institutional Investor ("QFH") scheme. As you know well, the standards and thresholds
under the QFIl scheme are set at understandably high levels at this early stage, and
some of these present challenges for various foreign investors interested in participating
in the Chinese markets. *

Accordingly, if at any time you wish to discuss matters relating to the QFII

scheme and market infrastructure with us, we would be pleased to confer with you. You
can contact us through the undersigned, at (312)861-2620 or via e-mail at

dan.w.schneider@bakernet.com.
Best Regards, g

The Association of Global Custodians
By. Dan W. Schneider

WASDOCS-#7157100-v1
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