May 20, 2015

China’s State Council released framework plans for the Guangdong,
Tianjin and Fujian Free Trade Zones along
with a new negative list and national security review measures
On Apr 20 2015, China’s State Council officially announced the framework plans regarding pilot free
trade zones (hereinafter “FTZs”) in Guangdong, Tianjin and Fujian as well as plans to further reform
and open up the China (Shanghai) Pilot Free Trade Zone (hereinafter “PFTZ”). Coinciding with the
official launching of the FTZs, an updated negative list for foreign investment and measures to build a
national security review system were issued on the same day. These regulations generally follow the
model of PFTZ with a couple of modifications to adapt for local characteristics. We will be introducing
the highlights of the FTZ framework plans in the following report.
I Background
FTZs are part of the government efforts to test reform policies and better integrate the economy with
international practices in a landscape where China's old export-reliant model is no longer sustainable.
Serving as a testing ground, PFTZ was officially launched in Sep 2013, and expanded from 28.78
square kilometers to 120.72 square kilometers on Dec 28 2014, together with proposals for 3 new
FTZs in Guangdong, Tianjin and Fujian announced by the Standing Committee of the National
People’s Congress. Each of the three new FTZs will make full use of its geographic location. For
example, the Guangdong FTZ aims to deepen economic cooperation between the mainland, Hong
Kong and Macao; the Tianjin FTZ is part of a push to coordinate development of the
Beijing-Tianjin-Hebei region, while the Fujian FTZ is focused on deepening economic cooperation
between the mainland and Taiwan.
The State Council also released an updated negative list for foreign investment. Foreign companies can
invest without restrictions in any sector not on the list. The negative list will be applicable to all the
four FTZs. It included a total of 122 items, down slightly from the 139 of the 2014 PFTZ negative list.
To be compatible with the negative list management approach, measures of establishing a national
security review system of foreign investment projects in the FTZs were also issued. The measures are
planned to be introduced in the FTZs on a trial basis, aiming to further open up while strengthening
supervision, preventing risk and guiding the orderly development of foreign investment.

II Comparison on the major features of the FTZs
Many of the key favorable policies available to foreign investors in PFTZ have also been replicated in
other three FTZs in Guangdong, Tianjin and Fujian, including the negative list approach, simplification
of custom check procedures, and liberalization of the financial sector. However, different measures will
be adopted for each new FTZs according to their distinctive geographic advantages. Please refer to
below table for reference.
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PFTZ
To be the most open
international FTZ in
the country
1.Existing Area1
(28.8 km²)
2.Expanded Area2
(91.9 km²)
(120.7 km² in total)







Pioneering
China’s reform
and innovation
development
serving as a key
part of national
strategic
development
Exploring new
models
of
regional
economic
cooperation
Creating a more
comprehensive
rule of law
environment

Pingtan Area
International
tourism,
liberalization of
investment and
trade

Further improve the
national
security
review
system;
strengthen
intellectual property
protection;
more
liberalization on the
Tianjin Airport
convertibility of the
Xiamen
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Cross-straits
manufacturing in
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modern
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Existing area including Waigaoqiao Free Trade Zone, Waigaoqiao Free Trade Logistics Park, Yangshan Free Trade Port
Area and Pudong Airport Comprehensive Free Trade Zone
2 Since Apr 21 2015, PFTZ expanded to including Lujiazui Financial and Trade Zone, Shanghai Jinqiao Economic and
Technological Development Zone (former Jinqiao Export Processing Zone) and Zhangjiang Hi-Tech Park
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international cargo
transfer
transport
and
shipping;
accelerate
the
reform of integrated
regional
customs
clearance in the
Yangtze River Delta

1.Accelerate
the
transformation of
government
functions;
2.Further
deepen
suitable investment
management
mechanism
innovation;
3.Promote
the
innovation in trade
supervision system;
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legislation
in
regulations
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policies
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implementing the
negative
list
approach
and
reduce restrictions
on foreign access;
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Kong and Macau
service providers are
now allowed to set
up
wholly
foreign-owned
international
shipping enterprise
within the FTZ
and
provide
high-end
medical
services.

international
shipping
management and
agency service, etc.

example, the plan
will
explore
permitting
Taiwanese
financial
institutions
to
establish equity
joint venture fund
management
companies, with
Taiwan investors
holding at least
50% of the equity
therein.

Continue to play a
leading role in
promoting
the
facilitation
of
investment
and
trade, liberalization
of
currency
conversion,
effective
and
convenient
oversight and a
comprehensive rule
of law environment.

III Comments
Following the footprint of PFTZ, a number of pilot reforms have been implemented and expanded all
over China. The launch of the new FTZs in Guangdong, Fujian and Tianjin will mark another step
forward in China’s efforts to open its economy wider to international investors.
To keep up with the latest development progress of FTZs, we attended the launching ceremony of
Guangdong FTZ and the following seminar explaining the policy measures, which both took place in
Nansha district in Guangzhou, with top provincial officials in attendance on Apr 21 2015. During the
ceremony, 10 innovative businesses were launched, covering custom clearance and processing, online
tax administration system, financial leasing and cross-border financial products offered by domestic
banks. Officials of Nansha said focus will be given to high-end financial service, modern shipping
service, and advanced manufacturing industry, aiming to build Nansha into the third sizable financial
leasing center after Tianjin and Shanghai.
Another seminar on policy measures of Guangdong FTZ was co-organized by Guangdong government
and Hong Kong government on May 8 2015. At the seminar, officials in charge of Guangdong FTZ
development explained the recent FTZ progress and introduced the preferential policies of each area in
Guangdong FTZ. The governments demonstrated great confidence in the future cooperation and
development of the Guangdong FTZ. As the detailed plan is still in discussion, we will keep an eye on
the policy update in the near future.
The interpretation and actual implementation of the FTZ progress should be worthy of attention. The
up-to-date information will be provided continuously by our bank.
【Disclaimer】
The information herein is provided for information purposes only, and is not to be used or considered as an
offer or the solicitation of an offer to sell or to buy or subscribe for any services, transactions, securities or
other financial instruments. Before entering into any particular transaction, you are advised to obtain such
independent financial, legal, accounting and other advice as may be appropriate under the circumstances.
Note that BTMU may have issued, and may in the future issue, other reports that are inconsistent with or
that reach conclusions different from the information set forth herein. Such other reports, if any, reflect the
different assumptions, views and / or analytical methods of the analysts who prepared them, and BTMU is
under no obligation to ensure that such other reports are brought to your attention.
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