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Abstract

Present — day investment banks, as a product of the
development of security credit and securities market, have
existed in developed countries for 50— 60 or even 100 years. In
early days, investment banks were mixed with commercial
banks, but the global economic crisis in 1929—1933 led to the
separation of banking from securities business, and investment
banking became independent of commercial banking. As the
fundamental intermediary on the securities market and a major
player in the financial system, investment banks help to bridge
supply of and demand for funds, optimize distribution of
resources, establish the securities market, promote mergers
and acquisitions, industrial concentration, and realization of
economy of scale.

China is now in a transition from a planned economy to a
market economy. In theory, investment banks should, apart
from their role of intermediary on the securities market,
shoulder special tasks —— to help create a new mechanism of
raising funds on the market, promote strategic restructuring
of the state —owned economic sector, raise efficiency of the
state — owned economy as a whole, integrate industry and

finance, and realize restructuring of state—owned enterprises’

debts.
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However, investment banks in China have not functioned
as they should have. Although China’s securities market is
now 10 years old (since the founding of the Shenzhen Stock
Exchange in 1988) and investment banking has since been in
existence, the major part of Chinese investment banks,
namely, securities companies (in essence Chinese securities
companies are not investment banks in strict sense) work
mainly as underwriters on the primary market and brokers on
the secondary market, but they seldom get involved in the
main business for contemporary investment banking — —
mergers and acquisitions, assets management, corporate
finance, financial consultancy, and securitization of assets.

There are various reasons to explain for Chinese
investment banks not functioning fully, such as lack of
systematic nnovation and mpetent investment bankers, but
inadequate theoretical study has also undoubtedly inhibited the
development of investment banking. Which only introduce the
basic business of foreign investment banks. A systematic study
has not been made on the development of investment banking
in China, concerning the following subiects: the economic
environment for investment banking, its functions,
voqulations husiness orocedure, organization and
mamagement ; the particular and historic tasks of investment
banks in China’s economic transition period; such as their
participatmg in the establishment of a new financing system,
the development of securities market, strategic restructuring

of the state — owned economy; thrir f{unctioning as
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intermediary for the integration of business and finance; and
their promating debt restructuring for state—owned banks and
enterprises; the relationships between investment banks and
commercial banks, and between investment banks and
investment funds.

In fact, investment banking is closely related to external
reality, and the business procedures of investment banking
vary to different conditions of economic basis and
environment. Therefore, apart from the generality and basic
business procedures of Western investment banks, the study
of investment banking should be based on China’s reality of
economic transition and the innovation of financial system and
modern corporate system. That is why I chose this topic as my
doctorate dissertation.

In view of the fact that works on investment banking have
focused on the introduction of concrete business of foreign
investment banks but not on the fundamental role of
investment banks in China’s economic transition and the
development of Chinese investment banks, this dissertation
will, based on the reality of China’s transition economy,
discuss the operation and development of investment banks at
the systematic level, so that it may be helpful to China’s
economic and financial reforms and the development of
investment banking. The paper will not be confined to
investment banking business itself, but focus on the
renovation of a new market financial system and modern

corporate system on the basis of China’s transition economy,
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and explore investment banking as an independent industry.
Therefore, besides theoretical exploration of the micro aspects
of investment banking, such as a comparison of investment
banks’ business and development trend, their organizational
structure and management modes, the dissertation explores,
in macro and systematic aspects, the general principles on the
development of investment banking, China’s investment banks
and the renovation of a new financing system and the strategic
restructuring of the state — owned economy, separation and
integration of investment banks and commercial banks, the
operation of investment banks and investment funds, and the
development trend for contemporary investment banking. In
the paper, the author tries to take Marxist dialectic
materialism and historical materialism as guidance, achieve
integration of regular theoretical study with positive analysis
and of historical exploration with realistic analysis, and make
mainly systematic analysis.

The dissertation comprises 11 chapters in two parts, as
shown in the following:

The first part, chapters 1—4, discusses the basic content
and development course of present —day investment banking,
investment banks’ functions and their operating environment,
a comparison of investment banking business and its
development trend, and the organizational structure and
management system of investment banks.

The second part, the major part of this dissertation,

includes chapters 5 — 11, which discuss the development of
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investment banking in China’s transition of the economic
system, namely, investigation and assessment of the
development of investment banking in China, investment
banks and the renovation of a new financing system,
investment banks and the strategic restructuring of the state —
owned economy, investment banks and the integration of
business and finance, investment banks and commercial
banks, investment banks and investment funds, and the

development trend for contemporary investment banking.
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