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The economic reforms consistently enacted by China over the
last twenty-five years have brought about significantly expanded op-
portunities and challenges for Chinese financial services providers.
As a result of progressing financial deregulation leading institutions
have become increasingly active in the introduction of new products
in areas such as consumer and mortgage finance, personal wealth
management, debt and equity capital markets, mutual funds, life
and health as well as product and public liability insurance.

At the same time new organizational set ups and operational
structures such as financial holdings as well as mutual and private
equity fund management companies, often in form of Sino-foreign
ventures are being developed that allow to pursue a wide range of
activities in response to the rapidly expanding requirements of a
labor divided economy. The latter is among others marked by the
emergence of the longer the more significant strata of private
entrepreneurs and professionals.

The quantitative and notably qualitative growth of China's
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financial industry cites distinct needs to ensure commensurate
levels of corporate governance, legal and compliance and notably
risk management standards. The implementation of such standards
is indispensable, if the opportunities brought about by financial
deregulation of recent years are to be pursued in a profitable and
sustainable manner.

The aspect is illustrated in the dramatic occurrence of a
number of corporate failures of major financial services players in
leading economies throughout the world. The events experienced in
recent years allow for far reaching conclusions as to the relevance of
developing and maintaining effective risk management systems.
Individual cases analyzed regularly reveal structural, procedural
and control deficiencies, often arising in a market environment and/
or industries, respectively product segments featuring sustained
above average growth and profit opportunities. Marked by a massive
absorption of management capacities such high growth conditions
often tend to divert executive attention from the corresponding risk
management requirements.

China having enjoyed one of the highest growth rates ever
witnessed by any nation waging economic reform, H. U. Doerig's
latest publication is welcomed as a timely contribution to an
increasingly vibrant risk management discussion currently
progressing in our country and much helped by China's own risk
management techniques developed in the context of extensive
economic and cultural traditions. The topic is the more relevant as

leading PRC financial institutions continue to emerge as major
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Preface

global players, The aspect is evidenced in rising foreign physical
presence and activities as well as the successful launch of IPOs of
Chinese issuers in the international capital markets. The process
itself has cited rapid demand for adequate risk management
techniques allowing to respond to essential shareholder, client and
employee interests and thus to enhance an _institution's competitive
strength.

While total avoidance of risk often constitutes the biggest risk,
any economic activity has to be matched by a corresponding level of
risk mitigating efforts. H. U. Doerig's practical analysis of risk
patterns in the financial industry allows for fascinating insight,
critical orientation and practical conclusions in this regard. The
creative and user-friendly concept of this publication will attract
attention well beyond China's financial community and thus
constitute a valid contribution to the challenges forming part of
rapid economic emergence and metamorphosis. I thus wish you as
the publication's user lasting rewards in both the study and practical

application of the risk management techniques introduced.

Wang Jun
Chairman

CITIC Group
Beijing, June 2004
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