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Abstract: The New Judicial Interpretation on Private Lending states that financial lending is not
subject to regulations pertaining to private lending, and the “Financial Trial Opinions” are not
suitable as a basis for judicial regulation of the interest rate cap on financial lending. As the
People’s Bank of China gradually relaxes the upper limit on financial lending rates in line with
interest rate marketization, the Supreme Court should exercise caution in regulating financial
lending rates. This respects the division of functions between institutions and acknowledges that
judicial bodies lack the expertise in pricing financial lending rates. Excessively high comprehensive
annual interest rates in financial lending often result from the combination of interest rates and
penalty fees post-default by borrowers. Therefore, courts should differentiate between interest
during the loan term and penalty fees. Regarding interest during the loan term, courts should
adhere to the principle of judicial restraint and may declare unreasonable interest rate clauses
partially invalid by invoking public order and good morals in exceptional cases. As for adjusting
liquidated damages, the court has considerable experience in adjudication and should reasonably
reduce liquidated damages based on dynamic factors. The default interest rate should be set higher
than the interest rate during the loan term.

Key Words: financial lending, judicial regulation, interest rates during the borrowing period,

public order and good morals, discretionary liquidated damages
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