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Recovery and Resolution Mechanisms in China's Banking System
— An Analysis of Recent Bank Failures in Europe and the United States
WANG Zhong
(China Development Bank)

Abstract In response to the "too big to fail" dilemma exposed by the 2008 international financial crisis, the

Group of 20 (G20) began to build a framework for a financial stability mechanism in 2009. It required systemically

important banks to formulate a recovery and resolution plan to improve their ability to manage risk and respond to

negative external events and moral hazard from the "too big to fail" dilemma. In 2022, Europe and the US shifted
from a prolonged period of easier interest rates to a cycle of rapid rate hikes. By early 2023, banks with aggressive
investment strategies during the easing cycle, such as Credit Suisse, Silicon Valley Bank and First Republic Bank,
declared bankruptcy or were acquired after experiencing multiple pressures, including a liquidity crisis. In recent
years, both internal and external risks faced by China's banking sector have become more apparent as economic
growth has declined and external risk challenges have increased. At present, the national construction of the
financial stability guarantee system has had remarkable achievements, but deficiencies still exist in the process of
improving the financial stability guarantee system and strengthening the bank recovery and resolution mechanism.
These deficiencies include an imperfect system of relevent laws and regulations, insufficient financial supervision,,
and a shortage of resources and tools for use during the recovery and resolution process. This paper reflects on the
problems in the recovery and resolution process of Silicon Valley Bank and Credit Suisse, analyzes the timeliness
and effectiveness of the recovery and resolution measures taken in the face of crises, and combines the construction
of China's financial stability mechanism, the supervision of systemically important banks and the actual conditions of
the banking industry. It also puts forward policy recommendations on the shortcomings of the recovery and resolution
mechanism for China's crisis-hit banks. The objective is to perfect this recovery and resolution mechanism with

Chinese characteristics and effectively guard against regional and systemic financial risks.
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