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On the International Practice of Temporary Stay on Early Termination Rights of
Financial Contracts in the Resolution of Financial Institutions and Its Lessons for China

HU Bin',PAN Yong—jun'?,ZHOU Xun-zhi’
(1. Institute of Finance & Banking, Chinese Academy of Social Sciences, Beijing 100710, China;
2. Policy Research Bureau, China Banking and Insurance Regulatory Commission, Beijing 100033, China;
3. School of Law, Shanghai University of Finance & Economics, Shanghai 200433, China)

Abstract: As a form of significant resolution power, early termination rights of financial contracts are accepted by in—
ternational financial regulatory organizations and major jurisdictions, and they have been incorporated into many important
international standards or national regulations to prevent systemic risks. These rights have not been established in China’ s
legislative or financial regulatory practice, with a gap or conflict in the current law and regulations. Therefore, it is necessa—
ry to learn from international experience and combine it with our domestic practice to enhance the system in order to actively
deal with the resolution of failing financial institutions and thereby maintain the resilience of the financial system. To this
end, it is imperative to establish and improve the legal system of netting settlement, the commercial law system of financial
derivatives trading, the bankruptcy law of special financial institutions, and the rule framework of temporary stay on early
termination rights. Furthermore, the effects and implementation of temporary stay on early termination rights should be fun—
damentally resolved institutionally in order to mitigate risks in financial globalization and ensure the sound and steady devel-
opment of the domestic financial system, thereby contributing to the modernization of the national governance system and
governance capacity in the financial sector and the building of a community with a shared future for mankind.

Keywords: failing financial institution, resolution, financial contracts, early termination rights, temporary stay on

early termination rights
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