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Preface

China is living through an exciting metamorphosis
having its origins in economic reforms that continue to
transcend every facets of private and public life of our
country. No other nation in recent history has waged such
fundamental change in so short a period of time as the
People’s Republic of China. Economic reforms begun in
1978 have cited growth, improved quality of life, and a
future that is likely to bring about further qualitative trans-
formation. At present China’s nearing accession to WTO
effectively illustrates its progressing integration into the

world economy. The participation in this organization is
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likely to spur significant additional change, especially as
regards a further deregulation of the country’s service in-
dustries and notably its financial sector.

In line with the rapid growth experienced by the Chi-
nese economy, the country’s securities markets have also
experienced phenomenal growth in tecent years. Started
as an experiment in 1990, their market capitalization of
US $ 614 billion is currently about to rival the Hong Kong
market . The combined capitalization of the PRC and Hong
Kong markets could in turn challenge the Tokyo exchange
one day.

Unlike in many other major economies, China’s se-
curities markets remain largely dominated by retail in-
vestors. Accordingly, there is a strong need for special-
ized information, notably also as far as the functioning of
securities exchanges, their inherent risks and opportuni-
ties as well as the most suitable strategies are concerned.
Particularly in times of receding markets and heightened
volatility the saying goes that any investor wishing to end

up with a small fortune actually has to begin with a big
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one. this publication seeks to counteract such cynicism,
especially also as regards the macroeconomic function of
securities exchanges as well as the long term viability of
consistent investment strategies .

Erwin Heri’s publication features a comprehensive
overview on the key parameters and mechanisms that de-
termine the functioning of securities markets the world
over. In doing so, it aims at a highly transparent mode
of presentation featuring the understanding of even the
most complex mathematical and statistical aspects. A best
-seller in Germany already, “The Eight Commandments”
thus meet a rapidly rising demand by corporate executives
as well as an interested public the world over wishing to
ensure the long term safety and above average returns of
their investments.

I seize the occasion to thank Erwin Heri for his most
vital contribution towards a wider and facilitated under-
standing of the world’s securities markets as well as for his
personal commitment towards the first issue of his book in

Chinese. At the same time I wish the users of this book
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every pleasure in its reading and every success as far as

its practical application is concerned.

China International Trust &
Investment Corporation
Group Executive Director &
Vice President
CITIC Securities Co. ,

Lid. Chairman m l%
The Chairman of The Securities

Association of China
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