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		Abstract

		China became serious about disposing of the nonperforming loans in its banking sector in response to the Asian financial crisis of 1997-98. In 2003, the big four state-owned banks (the Industrial & Commercial Bank of China, China Construction Bank, Bank of China, and Agricultural Bank of China), as well as the China Development Bank, began the process of reorganizing as joint stockholding companies in preparation for listing their shares. The objective of the first stage of reform, nonperforming loan disposals, was to overcome their negative legacies, while the second stage of reform, reorganization as a joint stockholding company, is aimed at improving corporate governance in the banking sector and turning the state-owned banks into genuine market actors. The banks that successfully carried out this strategy all the way to their IPO, the Industrial & Commercial Bank of China, China Construction Bank, and Bank of China, became the world's top three banks in terms of market capitalization as of end-March 2009. 
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