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Opportunity knocks
H O W  G LO B A L  A S S E T  M A N A G ER S 

C A N  W IN  IN  C HIN A

Foreign managers have long been enticed by the vast potential of the Chinese 

barriers. The “11 measures” introduced by Chinese regulators in 2019 made 
great strides in removing these barriers, and foreign asset managers can today, 
from a regulatory standpoint, access all client segments in the Chinese market. 

However, while these regulatory barriers have been removed, foreign managers 

remains a unique and strongly domestic market, and foreign managers need to 
navigate a wide range of challenges from unique investor preferences to a lack 
of distribution network. 

still no clear formula for success and building a real presence in China requires 
heavy investment. In the paper Opportunity knocks: How global managers can 
win in China, we cover the recent regulatory changes and subsequent market 

looking to pave a path to success in China: 

1) Invest in regulatory relationships;
2) Focus on investor education;
3) Exploit opportunities in digital distribution innovation;

5) Empower local teams.
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Exhibit 1

globally have faced several 
challenges in recent years 
that include slowing organic 
growth, fee pressure and 
increasing costs. In this world 

of increasingly challenging 
economics, China continues to 
stand out as the only at-scale 
asset management market 
with continued double-digit 
organic growth. Consistent with 

the conclusions of our paper 
Leadership in Times of Plenty  
back in 2017, we expect China 
to be the world’s second-largest 
market by 2022 and to reach 
about USD10 trillion by 2025.

China is the only at-scale market globally that will experience double-digit 
organic growth...
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Foreign asset managers have 
been interested in the China 
opportunity for decades, and 
many have long-established 
footprints in the country. Until 
recently, however, regulations 
strictly limited foreign 
managers’ participation in 
the Chinese market. Foreign 
managers have generally 
established presences in 
China either via a minority 
joint venture ( JV) with a local 
fund management company 
(FMC) or a wholly foreign-
owned enterprise private fund 
manager (WFOE PFM)—both 

limitations.

In 2019, the Chinese 
government introduced  
11 measures that delivered 
substantial opportunities for 
foreign asset managers. For 

were allowed to fully own 
FMCs, with access to all client 
segments. The government also 
encouraged newly established 
wealth management 
subsidiaries (WMS) owned by 
domestic banks to partner with 
foreign managers.

Source: Casey Quirk Global Demand Model, 
Casey Quirk Analysis

foreign managers 
were allowed to fully 
own FMCs, with 
access to all client 
segments. 

1. Externally managed AUM
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Exhibit 3Exhibit 2

 
unfettered access to all segments of the market

The 11 Measures announced by the Chinese  
government in 2019 open up new routes for 
foreign managers to access China’s asset  
management market …

2  
by asset  
manager type
2019E, %

Addressability for foreign managers
New routes for foreign managers after  
the 11 Measures

WFOE FMC
Foreign asset 

management 
 

Wealth Management 
Subsidiary
Foreign asset managers 

 
with wealth management 

Insurance Asset 
Management 
Companies

longer be limited to  

Securities Asset 
Management 
Companies

Source:  Casey Quirk Global Demand Model, AMAC, WIND, NSSF, China Wealth, 
IAMAC, CICC,  HWABAO Securities, Casey Quirk Analysis
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35%

Pre-11 Measures Post-11 Measures

Bank  
WMP
35%

Not  
addressable 

Addressable  
through a majority 
owned JV

FMC
32%

Ownership  
capped  
at 51%

Addressable  
through  
a WFOE FMC

 
Equity &  
Venture  
Capital
15%

Addressable 
through  
WFOE PFM

Addressable  
through  
WFOE PFM

Insurance  
Asset 
Management
7%

Ownership  
capped  
at 25%

Addressable  
with no cap  
on ownership

Securities  
Asset 
Management
6%

Ownership  
capped  
at 51%

Addressable  
with no cap  
on ownership

 
Securities  
Firms
4%

Addressable 
through  
WFOE PFM

Addressable  
through  
WFOE PFM

2.  Externally managed AUM, excludes principal guaranteed WMP, trust asset manager,
futures asset  manager, and other private fund licenses
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relationships 
Regulatory relationships are 
key in China, so developing 
a strong relationship with 
regulators should be a priority 
for any foreign manager 
looking to establish a presence 
in China. These include the 
China Banking and Insurance 
Regulatory Commission 
(CBIRC), China Securities 
Regulatory Commission (CSRC), 
People’s Bank of China (PBOC) 
and State Administration of 
Foreign Exchange (SAFE). 

As licensing conditions can 

regulators can have unspoken 
rules, cultivating relationships 
with regulatory bodies can not 
only help managers navigate 
a challenging regulatory 
landscape but also expedite 
licensing approvals. In our 
experience, regulators such 
as the CSRC and CBIRC, in 
line with new policies, are 

increasingly operating an 
open-door policy where they 
are very willing to have ongoing 
dialogue and communication 
with foreign managers.

Leading foreign managers 
have gone beyond developing 
these regulatory relationships 
to helping regulators form new 
regulations as the Chinese 
asset management market 
develops. Leading foreign 
managers have been discussing 
pension reform with Chinese 
regulators for years, including 

pension contributions. As 
regulatory barriers recede, 
Chinese regulators have often 
rewarded managers that have 
shown a commitment to the 

licenses. Therefore, it is not 

that contribute to shaping 
the pensions landscape will 
also be among the primary 

The path to success in China 
will be a long and non-linear 

constant uncertainties 
throughout the journey. Also, 
as no stories of true success 
by foreign asset managers 
yet exist, achieving growth in 
China means covering largely 
unchartered territory, and 

risks and uncertainties that 
accompany the potential 
rewards.

China is a long-term play, and 
foreign managers wishing 
to reap the vast potential of 
its market must also accept 

expenditure required. Post-
COVID-19 resources will likely 
be more constrained than 

have the appetite to take 
on the cost of tackling the 
Chinese market. 

In 2017, our team published 
the whitepaper Leadership in 
times of plenty: Future winners 
in China’s asset management 
industry, where we estimated 

for 6% of the market by 2030. 
The penetration of foreign 

those choosing to commit to 
the market today will likely 
be rewarded handsomely for 
addressing the substantial 
market opportunity that China 
brings.

Although there is no silver 

themselves, reduce risks, and 
maximize their chances of 
success.
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3)  Exploit opportunities
in digital distribution 

In a market where domestic 
brand names and distributors 

for foreign managers to 
achieve large market shares 
without forming strong 
distribution relationships. 
Bank partnerships are the 
obvious place to start, as local 
banks have long dominated 
the Chinese mutual fund 
distribution space. But 
competition is tough, with 
shelf space highly competitive 
and often dominated by 
banks’ own products. Foreign 
managers will have to show 
the distinct value propositions 

Foreign managers can also 
consider independent wealth 
managers and growing digital 
channels. Online third-party 
distribution channels (e.g., Ant 
Financial) have revolutionized 
this space in recent years, 
but until recently have largely 

market fund distribution. 
Foreign managers can 
capitalize on the opportunity 
to grow market share through 

Foreign asset managers, 
especially those familiar with 
open-API environments, are 
in an advantageous position 
as they can leverage data and 

relationship between asset 
managers and clients. China 
has a unique digital ecosystem, 
so while these foreign asset 
managers have a potential head 
start, they will need to adapt 

market environment.

education
Foreign managers have 
chased the large, high growth 

worth channels for years, 
but Chinese investors have 

expectations from their 
global counterparts. China is 
marked by high churn, with 
investors historically chasing 
short-term, attractive yet 
unsustainable market returns 
over products with long-term 

preferences have also been 
shaped by the existence of 
the wealth management 
product (WMP) market, which 
historically provided high 
guaranteed returns.

However, as the WMP 
market declines and the 
asset management market 
continues to mature, 
Chinese investors will 
shift towards longer-term, 
more solutions-based 
investing. Leading foreign 
managers are investing 
substantial resources in 
educating retail investors 
in a variety of investment 
topics, from retirement to 
environmental, social and 
corporate governance (ESG), 
through leading digital 
channels such as WeChat 
and Ant Financial. Foreign 
managers should leverage 
these digital channels to 
drive investor education, but 
also consider innovative new 
channels, such as providing 

universities and high schools. 

Exhibit 4

The growing importance of third party online platforms gives 
foreign managers a viable alternative  distribution channel 

distribution models

2019, % of mutual fund AUM

32%
Direct Sales

37%
Retail Banks

25%
Third-party  

Online Platforms  

4%
Securities 

Companies

2%
Others

foreign managers 
were allowed to 
fully own FMCs, 
with access to all 
client segments. 

online platforms, which have 
reached 25% market share in 
mutual funds and are expected 
to only increase in popularity. 
The growth of third-party 
distribution channels allows 
foreign managers to bypass 
bank networks and can provide 
interesting wealth advisory 
partnership opportunities. 

Source: Casey Quirk Analysis
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proposition
Foreign managers often struggle 

domestic market, where investor 

from their home markets. It 

presence before thinking about 

to the success of foreign asset 
managers in the Chinese market. 

Given the historical quotas 
limiting access to the onshore 
market, foreign managers are 
unlikely to have strong track 
records in managing domestic 
products. In addition, China has 
cultivated its own investment 
manager brands and stars, 
and foreign branding carries 
little weight when it comes to 
domestic products. 

The product areas in which 

vary. Foreign managers have an 
edge on certain product sets, 
including overseas investment, 
retirement funds, smart beta 
and ESG.

This retirement 
fund opportunity 
could be the 
key competitive 

so many foreign 

This has always been an 

for foreign managers, although 
strict capital controls have 
made it extremely challenging 
to gain new quotas. However, 
with the continued demand 
for overseas allocations and 

domestic (QD) investor quotas 
will be expanded. Although 
the size of new QD quotas 
is uncertain, it is likely to be 
small compared to the overall 
market. Nevertheless, any fresh 
issuance of QD quotas by SAFE 
will provide a distinct space in 
which foreign managers can 

their domestic counterparts.

Retirement funds
The pension space is another 
area in which foreign managers 

funds in 2018, and the market 
has seen strong growth in 
these products since then. The 
high growth third pillar pension 
market is only in its infancy—
it will likely see enormous 
growth in the coming years as 
regulators potentially introduce 
tax incentives and other 
measures to boost penetration. 

Foreign managers hold 
a distinct competitive 
advantage in the retirement 
space across accumulation 
and decumulation product 
development, tax incentives, 
client servicing, risk 
management, and digital 
engagement for long-term 
investment. This retirement 
fund opportunity could be the 
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5)  Empower local teams
Asset management is a people-

and retaining the right talent

China’s pool of local talent with
the experience and language
capabilities to navigate local 
and foreign management styles 
is small and highly sought after. 
A lack of brand exposure or
scale can also hinder foreign

incentives to attract the right
people.

Some foreign asset managers 
have often long-established 
presences in China. However, 
although China is often a stated 
key objective, local teams 
usually hold little power and 
face layers of management 
between key decision-makers 
at corporate headquarters. This 
creates a disconnect between 
management teams with 
decision rights (often at global 
or regional headquarters) 
and local teams with essential 

Exhibit 5

Foreign managers have an edge in capturing the  rapid growth 
of China’s retirement market

December 2018 – June 2020, USD billion
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knowledge of China’s unique 
market. This disconnect results 

decision-making, which will only 
become more prominent as 

their presence in China.

Hiring the correct management 
in China with strong local 
knowledge is a priority for 
foreign managers, but the 

team cannot be reaped if 
they are not empowered. 
Local management should 
be granted direct access to 
fund managers’ executive 
committees and sway over 
large business decisions 
such as budgets. Day-to-day 
management of local entities 
should be completely under the 
control of local management.

An empowered local team can 
also help foreign managers 
address talent recruitment and 
retention issues—local teams 
will be more incentivized if they 
are part of a business in which 

they have the ownership to 
build, rather than an outpost 
that is far from the center of 
activity.

CONCLUSION 
The recent regulatory 
changes in the Chinese 
asset management market 
have granted foreign players 
unprecedented market 

have attractive options at their 
disposal, from establishing 
an FMC to partnering with 
a newly established wealth 
management subsidiary. 
However, while regulatory 
barriers have been removed, 
foreign managers will still face 
a wide range of challenges 
when looking to penetrate this 
unique and strongly domestic 
market. 

With the current market 
dominated by local players, 
there is no clear path to 
success for foreign players. 
Establishing a real presence 
in China is a formidable task 
that requires patience, agility, 
and considerable resources. 

way in China, they should 

in mind: building regulatory 
relationships, investing in 
investor education, exploiting 
digital distribution, identifying 
a value proposition, and 
empowering local teams.

The Chinese asset 
management market is vast, 
growing and constantly 
evolving, and foreign managers 
that position themselves for 
success today are likely to reap 
great rewards in the future.

TO THE 
 POINT

management market to 

move beyond their 

in mind to allow them to 

teams.
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