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Abstract

From a broad perspective, wealth management has been a cru-
cial economical aspect in modern society for a long time; whereas,
foreign exchange(FX) wealth management in China is still in its in-
fancy. To promote the healthy development of FX wealth manage-
ment, it is essential to develop an objective, comprehensive, and
accurate understanding of the axioms and theories of FX wealth
management. This requires a multi-fold effort; one must not only
comprehend the orientation, impact and future development of FX
wealth management from the macro environment perspective, but
also study the technical details in the micro sense; one must not
only analyze the theoretical foundation and operating laws of FX
wealth management, but also probe into the practical application of
general theory and international experience in China with its specific
circumstances.

FX wealth management is a kind of business management
activity to optimize FX resource allocations using all kinds of availa-
ble financial instruments or fund management schemes under cer-
tain restrictions for the realization of the set financial objectives of
institutions or individuals. Such activity is structural, diversified,

and specialized. With the impact of the accrual of Chinese social



2 ShC B WM

wealth, the rise of FX assets, the increase of economic openness,
the deepening of economic marketization, the change of social
structure, the volatility of asset prices, and the fierce competition
of finance industry, to develop FX wealth management becomes a
necessity in our society. In addition, the deregulation of finance
and technology development and the progress of finance theory fur-
ther provide FX wealth management with development opportuni-
ties and advantageous conditions.

FX wealth management is based on the theories of investment
analysis, financial engineering, financial management, risk control
‘as well as other theories. The basic economic relations underlying
in those theories present the analytical framework and logical foun-
dation of FX wealth management. Every wealth management
product or solution scheme can be described with cash flow; there-
fore, to assess a wealth management product or solution needs cer-
tain appraisal ratio. The earnings and the risk of wealth manage-
ment can be measured with related tools. Wealth management risk
can be managed by asset-liability management, hedging, insur-
ance, diversification, credit enhancement etc. Wealth management
is also involved with the application of speculation and arbitrage
mechanisms. Capital cost is primarily used in corporate wealth
management and investment decisions to establish an optimal cor-
porate capital structure,

Diversified financial instruments are necessary tools to operate
FX wealth management. Financial instruments are sorted into dif-
ferent groups according to different criteria. Foundational financial

instruments mostly include debt instruments, equity instruments,



