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VIA COURIER

Mr. ZhengYang
DeputyDirector
CapitalManagementDepartment
StateAdministrationof ForeignExchange
Room841, HuarongOfficeBuilding
No.18 FuchengRoad,HaidianDistrict
Beijing100037
People'sRepublicof China

Re: QualifiedForeionInstitutionalInvestorProgram

Dear DeputyDirectorZheng:

The Associationof GlobalCustodiansand its member bankshave been
closely followingthe promulgationby the China Securities RegulatoryCommission
("CSRC") and the People's Bank of China of the Provisional Meesur(N; on
Administrationof Domestic Securities Investmentsof Qualified Fomion Illstituti0oAI
J_ ("ProvisionalMeasures"). We have also reviewedthe Provisional
ForeionExchangeControlReoulationsrelatirmto DomesticSecuritiesInvestmentsof
Qualified Foreldn InstitutionalInvestors("ProvisionalRegulations")recently issuedby
the StateAdministrationof ForeignExchange(,'SAFE"). We are writingto communicate
our appreciationof the steps you are taking to encourage foreign investmentin the
Chinese equityand debt marketsand to expressoursupportfor these developments.
We also want to introduceourAssociationto youand offerourconsultativeassistance
to youshouldyouconsiderithelpfulinthe future.

The Associationis an informalgroupof 10 banks based in NorthAmerica that
are majorprovidersof securitiescustodyand'trade settlementservicesto institutional
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investorsglobally. In existencesince 1995, the Associationprimarilyseeks to address
regulatoryand marketstructureissuesthat are of commoninterestto globalcustody
banksandtheir institutionalclients.

We are very consciousthat openingthe Chinese markets more fully to foreign
investors is a demanding undertakingthat involves balancing controls needed for
market stabilityagainstthe relaxationof restrictionsso as to encouragesuitableforeign
investmentactivity. As global custodiansto major institutional investors, we are
sensitive to the vadous market and regulatory considerationsthat our clients must
assess before committingto investment activityand that we must also evaluate to
supportour clients'commitments. Throughour expedencewith these evaluations,we
have learnedaboutthe typesof factors - such as eligibilitycriteria,investmentquotas,
and provisionsrelatingto repatdationof profits- that can facilitateinstitutionalclients'
investmentactivityor dissuadeit.

W'dhthis expedenceand these typesof clientconsiderationsin mind, we would
be pleasedto conferwithyouor relevantworkinggroupsyouorganize,at the discretion
and invitation of CSRC and SAFE, as you continue to develop principlesand
approaches to opening the Chinese markets, includingvia the Qualified Foreign
InstitutionalInvestor("QFIr') scheme. As you knowwell, the standardsand thresholds
underthe QFII schemeare set at understandablyhigh levelsat this early stage, and
someof thesepresentchallengesfor variousforeigninvestorsinterestedinparticipating
in the Chinesemarkets.

Accordingly,if at any time you wish to discuss matters relating to the QFII
schemeand market infrastructurewithus, we wouldbe pleasedto conferwithyou. You
can contact us through the undersigned, at (312)861-2620 or via e-mail at
dan.w.schneider(_bakemat.com.

TheAssociationof GlobalCustodians
By: DanW. Schneider

W_)OC84_157100-v1

i II



THE ASSOCIATION OF GLOBAL CUSTODIANS

2003 _ 1 _ 28 [_

_841_

_:100037

PADOCb'_.37933vI

II I



2003_ 1_ 28 El
Page 2

_o

__10___.___

_____°_5__,_



_'_ (312) 861-2620, _dll_l_:lll:_ dan.w.schneider@bakemet.com.

-_,"DanW.Sdmeid_
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