
China Market Liberalisation 
for Global Asset Managers



China is widely regarded as one of the most 
attractive and important markets for asset 
managers and investors globally. This has been 
supported over the past several years by a 
methodical reforming of China’s capital markets, 
further liberalisation of the broader financial 
system, the simplifying of investment channels 
and internationalisation of the Renminbi. The 
objective is clear: encourage more foreign 
corporate and institutional investors to 
participate in the Chinese economy.

HSBC Securities Services, a global player in 
the asset servicing market and supporter of 
global asset managers, has participated in and 
evidenced the steady relaxation of the Chinese 
financial markets and the rapid growth of global 
asset managers in China. 
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On 10 November 2017, the State Council Information 
Office (SCIO) held a briefing where Vice Minister of 
Finance Mr. Zhu Guangyao announced the decision 
to widen access to financial industries for foreign 
investors resulting from the Beijing meeting between 
the Chinese and US Presidents (2017 China-US 
meeting). Key points made during the briefing were1:

• Foreign ownership of securities investment 
companies, fund management companies (FMCs) 
and futures companies via direct or indirect 
investment will be relaxed to 51%. These foreign 
ownership limits will subsequently be phased out 
after three years.

• Foreign ownership limits of 20% on a single entity 
basis and 25% on an aggregate basis of any 
Chinese bank and asset management company 
will be removed to be consistent with the 
domestic ownership requirements for the banking 
industry.

• Foreign ownership limits, on a single entity or 
aggregate basis, on insurance companies that 
are engaged in the personal insurance business 
will be increased to 51% after three years. These 
foreign ownership limits will subsequently be 
phased out after five years.

We expect specific regulations of such relaxation 
to be released in due course in order to effectively 
implement such policies.

The 9th UK-China Economic and Financial Dialogue 
was concluded on 16 December 2017 in Beijing. In 
an effort to implement the plans on opening China 
wider to the outside world as set out during the 19th 
Communist Party of China National Congress, China 
has made the following decisions that are stated in 
the policy outcomes 24.ii2:

• Raise the cap on direct or indirect equity 
ownership by single or multiple foreign 
investors in joints ventures (JV) securities, fund 
management and futures companies to 51%, 
and there will be no equity cap limit on such 
investments three years after the implementation 
of aforementioned measures; 

• Ease the 20% cap on a single foreign investor’s 
stakes in Chinese banks and financial asset 
management companies and the 25% cap on 
multiple foreign ownership to apply the same 
rules of equity investment to domestic and foreign 
investors in the banking sector; and 

• Ease the cap on single or multiple foreign 
investors’ stakes in life insurance companies to 
51% in three years and remove the cap in five 
years.

The UK side welcomes this commitment and looks 
forward to further details on approval criteria and 
implementation timetable.

1 Source: HSBC
2 Source: Ministry of Finance (MOF) (http://wjb.mof.gov.cn/pindaoliebiao/gongzuodongtai/201712/t20171216_2777910.html)

Recent Relaxation of the 
Chinese Financial Market
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Opportunities for  
Global Asset Managers

3 Source: Z-Ben Advisors, data as of December 2017
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JV FMC Stake Owned by 
Global Asset Managers in China
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Different Types of FMCs among  
Top 50 FMCs by AUM in China

No. of JV FMC No. of 
Domestic FMC

No. of Brokerage Asset 
Management (BAM)

49% 40%-48% 33%-39% 25%-32% 15%-24% 0%-14%

Existing JV FMC with  
49% or less ownership 
 
Global asset managers who have already entered 
into a JV fund management company (FMC) in China 
may re-visit their current China strategy and prioritise 
negotiating with their incumbent Chinese partner(s) to 
acquire additional equity to raise the level of foreign 
ownership to 51%. Historically, factors leading to 
some JV FMCs struggling to succeed have included 
cultural differences, conflicting management styles, 
risk appetite and tolerance, and lack of effective 
communication between partners. Therefore, once a 
51% stake of the JV FMC is permitted for the global 
asset manager, they may endeavour to negotiate with 
the Chinese shareholder and partner(s) to transfer the 
ownership. At the same time, the global asset manager 
may also want to take management control of the JV 
FMC, independently implement corporate governance 
and, ultimately, exercise a significant voting right to 
implement a globally aligned investment strategy. 
The expectation is that assuming control with 51% 
ownership of the JV FMC will allow for greater ease 
in introducing familiar international standards and 
best practices, along with the execution of business 
strategies which manage resources and control risks.

New JV FMC with  
51% or above ownership 
 
Global asset managers who have not yet entered into 
China are likely to see the opening up as a material 
opportunity and may be more bullish about tapping 
into the Chinese asset management market. For many, 
access would favour a market entry strategy centred 
on the acquisition of a majority ownership and voting 
rights (initially capped at 51%). The benefit of acquiring 
an existing Chinese FMC is evident, as it enables global 
asset managers to leverage an established operating 
infrastructure, talent, client base, distribution channels 
and market intelligence of a Chinese FMC without 
the need and effort of going through a relatively 
complicated process of building the asset management 
business from scratch in China. However, working 
through any commercial agreement to acquire equity 
in a Chinese FMC will neither be easy nor quick and 
could be expensive. The below graphs demonstrate the 

JV FMC stake owned by global asset managers and 
the different types of FMCs among the top 50 FMCs by 
asset under management (AUM) in China, respectively3.

Existing WFOE PFM with  
100% ownership 
 
Global asset managers who have already set up a 
Wholly Foreign-Owned Enterprise (WFOE) Private Fund 
Management (PFM) in China may closely monitor the 
subsequent implementation of these new regulations 
and determine whether it will be permissible to expand 
a current WFOE PFM’s business scope to include the 
running of retail funds in China. Current regulations imply 
that WFOEs will be able to participate in China’s retail 
fund business after operating in the private fund market 
for three years. In order to meet the licence qualification 
of the China Securities Regulatory Commission (CSRC), 
WFOEs will need to fully establish an infrastructure-
compliant operating platform within three years. There 
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is also the requirement of an in-place and robust 
distribution architecture. Key conditions for PFMs 
applying for carrying out retail fund business4 also 
include (but are not limited to) good performance 
of securities products under their management, 
good state of operations and financial soundness 
in the latest three years, a paid-in capital or actual 
paid-in contribution of no less than RMB 10 million, 
and a scale of securities AUM per annum of no 
less than RMB 2 billion in the last three years. 
These fundamental requirements have increased 
the difficulty of WFOE PFMs enlarging the current 
business scope to include retail funds in China.

New WFOE FMC with  
100% ownership 
 
Global asset managers who are currently in the 
process of establishing a WFOE PFM in China will 
likely review their business strategy for the Chinese 
market and may consider directly setting up WFOE 
FMCs instead of WFOE PFMs, as foreign ownership 
limits will be phased out after three years. In the 
future, a WFOE FMC should be able to engage in a 
much broader spectrum of business lines including 
retail fund management, segregated account 
management, alternative investment, private fund 
management, Qualified Domestic Institutional 
Investor (QDII) and offshore investment pending 
both licencing and quota availability, and possibly 
China’s social security funds and pension funds after 
obtaining the necessary approvals from governmental 

authorities. For those global asset managers with a 
long-term outlook, the FMC platform would provide 
the greatest degree of both flexibility and diversity. 
However, this is a start-up option that presents real 
challenges in building out a business in an industry 
many consider to be already quite competitive.

Below is a high-level comparison in terms of the 
business scope in China between PFM company 
with retail fund business qualification and retail fund 
management company.

Potential QDII / QDLP quota release

In 2017, these two outbound investment 
programmes remained in a suspended state. It is 
stated in Article 27.viii of the Policy Outcomes of 
the 9th UK-China Economic and Financial Dialogue 
that “China will continue to work towards reform to 
improve the management of the QDII quota system, 
including to harmonise the scheme across domestic 
regulators”. Furthermore, Shanghai Financial 
Service Office (SFO) will begin reviewing Qualified 
Domestic Limited Partner (QDLP) applications in late 
December 2017, and will grant each qualified asset 
manager a quota of USD 50 million. It is believed 
that restarting the QDLP programme could be 
another sign of China’s growing ease with financial 
deregulation, and that an increasing number of 
global asset managers will be interested in getting 
QDLP licences (the last batch of QDLP licences was 
granted in late 2015). 

PFM Company with Retail 
Fund Business Qualification 

in China

Retail Fund  
Management Company  

in China

Launch Retail Fund Yes Yes

Apply for QDII Investment Manager  
and Quota

No Yes

Apply for QFII / RQFII Investment Advisor No Yes

Apply for Pension Investment Manager /  
Launch Pension Product

No Yes

Apply for Basic Pension Insurance  
Investment Manager

No Yes

Apply for Social Security Investment Manager No Yes

Set up Subsidiary No Yes

Note: The business scope for above two entities might change from time to time, subject to regulatory guidance.

4 Source: CSRC (http://www.csrc.gov.cn/pub/zjhpublic/G00306226/201412/t20141231_265877.htm)
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On RMB

• President Xi Jinping pledged a continued deepening 
of the market-oriented reform in the exchange rate. 
This acts as an important endorsement from the top 
leadership about China’s foreign exchange reforms 
and capital account liberalisation policies, and 
ensures that there will be policy continuity after the 
expected retirement next year of People’s Bank of 
China (PBOC) Governor Zhou Xiaochuan.

• The PBOC’s Deputy Governor Yi Gang said that 
the foreign exchange system is “almost complete” 
and based on this mechanism, the RMB’s recent 
fluctuation remains in a normal range.

On deleveraging

• PBOC Governor Zhou Xiaochuan issued a stark 
warning about asset bubbles in China, which looks 
set to clock its first acceleration in annual growth 
since 2010, driven by public spending and record 
bank lending. What his remarks really underscored is 
that Chinese regulators will likely continue a careful 
push towards reigning in excess leverage, a process 
they managed to do while maintaining economic 
growth over the course of 2017.

On market access for foreign banks

• China will further open up its banking system to 
foreign investors, who have struggled to make any 
material inroads into the highly regulated sector 
and have seen a decline in market share. “We 
will give foreign banks more space in the form of 
their establishment, shareholder qualification, the 
percentage of their shareholding and their scope 
of business”, said Guo Shuqing, Chairman of China 
Banking Regulatory Commission (CBRC).

On financial policies

• The tone being set by the financial regulators 
indicates that risk prevention will be at the top of 
everyone’s agenda in the coming years. CBRC 
Chairman Guo Shuqing hinted at more regulations to 
come for the banking sector on wealth management 
products and interbank businesses, as the banking 
regulator seeks to reduce excessive risk-taking and 
standardise regulations.

• The “Twin Pillars” (i.e. monetary policy and macro-
prudential policy) also appeared in President Xi’s 
report. They formalise the creation of a separate 
prudent-macro function within the PBOC (first 
mentioned in the National Finance Work Conference 
earlier in the year). The formalisation of the “Twin 
Pillars” may give the central bank additional 
regulatory power in the coming year. We will also 
likely hear more about the new regulatory structure 
as well as key personnel changes in the coming 
months.

• Financial regulations aside, comments by PBOC 
Governor Zhou Xiaochuan on debt and leverage also 
generated a lot of attention. There are three points to 
note: 

1. The policy focus on debt sustainability is real, and 
will play a role in policy deliberations on many fronts.

2. The policy approach is reform-oriented and 
gradualist, and not a monetary shock therapy. 
Tightening local government financing and 
State-Owned Enterprise (SOE) debt-deleveraging 
through industrial policies will be the main tools.  

3. Deputy Governor Yi Gang commented earlier  
in the year that the priority is to slow the rise  
in leverage, not reduce the total value of debt. 
These would form the guiding principles on  
“de-leveraging” in the coming years. 

Key Takeaways from  
China’s 19th Party Congress5

5 Source: HSBC
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Appendix I

JV FMC

(2002)

QDII

(2007)

WFOE QDLP

(2013)

WFOE PFM

(2016)

Fund • Fund set up in 
China

• Fund set up in 
China

• Fund set up in 
China

• Fund set up in 
China

Capital Flow • Onshore 
investments

• QDII: outbound 
investments  
(quota needed)

• Outbound 
investments  
(quota needed)

• Outbound 
investments  
(quota needed)

• Onshore 
investments

Asset Manager • China local FMC  
(min 51%)

• Global Asset 
Manager (max 
49%)

• China local FMC

• JV FMC

• Global Asset 
Manager (100%)

• Global Asset 
Manager (100%)

Investment Advisor • In-house manager • Global Asset 
Manager

• In-house manager

• In-house manager • In-house manager

Investment Scope • China traditional 
asset class, fund or 
derivatives 

• Global traditional 
asset class, fund or 
derivatives

• Overseas master 
fund (can be global 
traditional asset 
class or alternative 
investment fund)

• China traditional 
asset class, fund or 
derivatives

• Private Fund

Fund Type • Retail Fund or 
Segregated 
Account

• Retail Fund or 
Segregated 
Account

• Private Fund • Private Fund

 
 
Note: The foreign ownership and investment scope for JV FMC and WFOE PFM might change from time to time, subject to  
regulatory guidance.

Roles of Global Asset Managers in China Fund Industry
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Key Milestones of China Market Liberalisation 
for Global Asset Managers

2007

• QDII programme was 
introduced to China 
local asset manager in 
2007. 

• It allows mainland 
institutions such as 
retail funds to raise 
capital from local 
investors and invest 
into overseas capital 
markets. 

2015

• QDLP programme and 
WFOE QDLP were 
further introduced to 
global asset managers. 

• 9 global asset 
managers including 
China JV asset 
managers were 
granted QDLP quota 
by SFO (so called 
Batch II, III).

• A contractual based 
fund structure is 
introduced to Batch II/
III QDLP Fund.

Jun 
2016

• 30 Jun 2016: CSRC 
issued a press release 
and confirmed that 
qualified WFOEs 
and JVs may 
engage in onshore 
private securities 
fund management 
business2.

• 30 Jun 2016: AMAC 
issued the 10th Q&A 
paper laying out 
the qualification 
requirements and 
registration process 
for a WFOE or JV3.

Sep 
2013

• QDLP pilot programme 
and WFOE QDLP 
were introduced to 
global alternative asset 
managers by Shanghai 
Municipal Government 
SFO in 2012. 

• 6 alternative fund 
managers were 
granted QDLP quota 
by SFO in Sep 2013 (so 
called Batch I). 

• Batch I QDLP Fund is 
under a LP structure. 

Jul 
2015

• 1 Jul 2015: MOF 
announced on its 
website that WFOE 
and JV PFM are 
allowed to engage in 
private securities fund 
management in China 
as a result of the 7th 
round of China-US  
Strategic and 
Economic Dialogue1.
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Sep 
2016

• 23 Sep 2016: AMAC 
Vice Chairman Zhang 
Xiaoai mentioned 
during an industry 
discussion that AMAC 
has “almost finished” 
the preparation work 
and has “basically 
made clear” what 
steps the foreign 
asset managers must 
take to get licenced. 
AMAC now welcomes 
qualified WFOEs and 
JVs to register to 
engage in onshore 
private securities fund 
management4.

Q3 
2017

• 30 Aug 2017: The State 
Council issued the 
Provisional Regulation 
of Private Investment 
Fund Management 
for soliciting public 
comments7. According 
to Article 57, CSRC 
will separately issue 
management measures 
particularly applicable 
to WFOE PMF.

Note: 

1. MOF: http://wjb.mof.
gov.cn/pindaoliebiao/
gongzuodongtai/201507/
t20150701_1264139.html

2. CSRC: http://www.csrc.
gov.cn/pub/newsite/
zjhxwfb/xwdd/201606/
t20160630_300033.html

3. AMAC: http://www.amac.
org.cn/xhdt/zxdt/390744.
shtml

4. Caixin: http://finance.
caixin.com/2016-09-
26/100992044.html

5. AMAC: http://www.amac.
org.cn/xhdt/zxdt/391616.
shtml

6. AMAC: http://www.amac.
org.cn/xhdt/zxdt/391776.
shtml;

7. The State Council: http://
zqyj.chinalaw.gov.cn/read
more?id=2061&listType=1
&from=timeline&isappins
talled=0

8. SCIO: http://appbriefing.
scio.gov.cn/data/gxbimg/
gxbwap/2017/11/10/
cms_2433509307089920.
html

Q1 
2017

• 5 Jan 2017: AMAC 
released the 
Illustrative Guidance 
for the Registration 
and Filing of WFOE 
and Joint Venture 
Private Securities 
Investment Fund 
Managers5.

• 1 Mar 2017: 
AMAC released 
the Administrative 
Measures on the 
Private Investment 
Fund Service Business 
(Trial)6.

Nov 
2017

• 10 Nov 2017: State 
Council Information 
Office announced 
that: 1. Foreign 
ownership of 
securities investment 
companies, FMCs and 
futures companies 
via direct or indirect 
investment will be 
relaxed to 51%, 
and such foreign 
ownership limit will 
be phased out after 
three years; 2. Foreign 
ownership limit of 
20% on a single entity 
basis and 25% on an 
aggregate basis of 
any Chinese bank and 
AMC will be removed8.
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AMAC Asset Management Association of 
China

AUM Asset under Management

BAM Brokerage Asset Management

CBRC China Banking Regulatory 
Commission

CSRC China Securities Regulatory 
Commission

FMC Fund Management Company

JV Joint Venture

MOF Ministry of Finance

PBOC People’s Bank of China

PFM Private Fund Management

QDII Qualified Domestic Institutional 
Investor

QDLP Qualified Domestic Limited Partner

SCIO State Council Information Office

SFO Shanghai Financial Service Office

SOE State-Owned Enterprise

WFOE Wholly Foreign-Owned Enterprise

Glossary of Terms

Appendix III
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Disclaimer

This document is issued by HSBC Bank plc (“HSBC”). HSBC is authorised by the Prudential Regulation Authority (“PRA”) and regulated 
by the Financial Conduct Authority (“FCA”) and the Prudential Regulation Authority and is a member of the HSBC Group of companies 
(“HSBC Group”).

HSBC has based this document on information obtained from sources it believes to be reliable but which have not been independently 
verified. Any charts and graphs included are from publicly available sources or proprietary data. Except in the case of fraudulent 
misrepresentation, no liability is accepted whatsoever for any direct, indirect or consequential loss arising from the use of this 
document. HSBC is under no obligation to keep current the information in this document. You are solely responsible for making your 
own independent appraisal of and investigations into the products, investments and transactions referred to in this document and 
you should not rely on any information in this document as constituting investment advice. Neither HSBC nor any of its affiliates are 
responsible for providing you with legal, tax or other specialist advice and you should make your own arrangements in respect of this 
accordingly. The issuance of and details contained in this document, which is not for public circulation, does not constitute an offer or 
solicitation for, or advice that you should enter into, the purchase or sale of any security, commodity or other investment product or 
investment agreement, or any other contract, agreement or structure whatsoever. This document is intended for the use of clients who 
are professional clients or eligible counterparties under the rules of the FCA only and is not intended for retail clients. This document is 
intended to be distributed in its entirety. Reproduction of this document, in whole or in part, or disclosure of any of its contents, without 
prior consent of HSBC or any associate, is prohibited. Unless governing law permits otherwise, you must contact a HSBC Group 
member in your home jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this 
document. Nothing herein excludes or restricts any duty or liability of HSBC to a customer under the Financial Services and Markets Act 
2000 or the rules of the FCA.

This presentation is not a financial promotion within the scope of the rules of the FCA.

HSBC Bank plc

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct

Authority and the Prudential Regulation Authority

Registered in England No. 14259

Registered Office: 8 Canada Square, London, E14 5HQ, United Kingdom

Member HSBC Group
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