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Preface 1

Preface

Marking a milestone in China’s history, the accession of our nation to WTO has
further widened the scope of economic activities available to both domestic and
foreign market participants. In the meantime the deregulation enacted under the
WTO accords has begun to cite a discernable impact on our country’s economy .
The economic metamorphosis currently underway transcends social structures
and traditions among others finding its vivid expression in a rapid further growth
of scientific, educational and cultural activities.

WTO accession has among others sparked an intensified search for new
concepts enabling domestic industry and services to advance their competitive
strength. The aspect is of particular relevance for China’s financial sector, who
has so far merely experienced limited global integration. Given the continental
nature of our economy it has experienced sustained growth with capital account
convertibility still remaining to be implemented.

As is the case with other economies in the Asia Pacific theatre China’s
banking system has suffered from an overemphasis of lending activities at the
expense of financial services, notably those of an advisory, asset management

and personal finance nature for a prolonged period of time. To some extent a
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legacy from the planned economy the current structures and orientation are no
longer capable to ensure the banks’ sustained stability nor their competitive
faculties. Interest spreads are too narrow in order to compensate for the
inherent risks forming part of any lending activities, notably those in new
economies. At the same time institutional as well as retail clients ask for a
fundamentally widened range of services comprising areas as diverse as debt
and equity capital markets, derivative products, wealth management, financial
advisory, private banking, portfolioc management, credit cards and payment
services.

Owing to China’s compartmentalized regulatory system the scope of
activities available to her commercial banks has so far prevented them to
significantly embrace an off — balance sheet and cross - selling oriented
business model as practiced by major universal banks in other market
economies, notably in Europe. It is however this very concept that is deemed
to feature a number of potential solutions towards an increased profitability and
rising competitive strength of China’s financial institutions and notably her
commercial banks.

H. U. Doerig’s detailed introduction into the universal banking concept
forms a timely and highly relevant contribution towards an intensified discussion
of the universal banking model within academia and research as well as among
regulators, financial experts and business leaders. The publication reaches
China’s financial circles as one of the first detailed assessments of universal
banking and the numerous aspects and implications forming part of the

concept. As H. U. Doerig’s analysis notably also embarks on the related know
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how, risk management and human resources aspects it is anticipated to find
particularly avid reception by China’s financial community. Wishing the reader
of this publication every personal and professional reward 1 at the same time

hope that it will contribute towards the sustained development and competitive

(6

Long Yongtu

strength of China’s financial industry.

Vice-Minister
Ministry of Foreign Trade and Economic Cooperation
People’s Republic of China
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