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Abstract

In 2013, the asset management industry of China gradually became the central stage
of the financial area while the macroeconomic condition did not indicate any optimistic
picture, benefiting from ever-growing national wealth and on-going interest rates
liberalization reform in China. As the market access had been much more relaxed, asset
management companies faced intensifying competition. Moreover, the regulatory
limitation of separate operation was weakened and so was the benefit of that regulation
to some asset managers, so that different financial companies would be allowed to do the
similar asset management business, which greatly weakened the license advantage of
some asset managers.

Among the traditional financial markets, debt market entered into bear market after
the liquidity shortage in June of 2013, and the stock market still stumbled in the bear
market which had lasted for 5 years; only the money market had both strong supply and
strong demand, thanks to tight liquidity and the large scale on-line launch of money
market funds. By contrast, the quasi-fixed income market whose underlying investment
is OTC debt products was vigorous, because the commercial banks were eager to reduce
their lending in the balance sheet limited by regulatory quota and increase the off-balance
sheet lending, while the trust companies, security firms and funds’ subsidiaries rushed to
be the channel of the off-B/S lending for banks. However, the channel-like business
could not exploit the advantage of diversity of the asset management companies to the
full and only made the funds circling among the financial institutions which should have
been put into the real economy. Obviously, this kind of business can’t last long.
Concerning on the consistently stable development of the asset management industry,
the central government regulators launched several specific regulatory policies, from
regulation on investment operation of commercial banks’ financial products for wealth
management business launched by China Banking Regulatory Commission at the
beginning of 2013, to the regulation on strengthening supervision of shadow bank

launched by General office of the state council at the end of the year.
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The asset management industry faced the problem of how to get rid of the narrow
strategy of being a shadow bank and feed the real economy efficiently. Under fierce
competition, the key to success for asset managers is the ability of fund raising,
underlying investment selecting and management of products in the duration. If only the
asset management companies change their minds, strengthen their active management
capacities and seize the opportunity, they would return to the original duties of “manage
others’ money as entrusted” from relying on interest rate spreads.

In the future, all kinds of financial institutions would have to go out of the
protection of industrial monopoly and develop diversified abilities and strategies gradually
because of expected strengthening of regulation coordination and convergence of game
rule. At that tme, the asset management companies would really help the real economy
and create more value for the economic transition and the economic structure adjustment

in China.
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