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UEFFFE A L) M 0 Department of Fund and Intermediary Supervision
W EE S I B B R China Securities Regulatory Commission
ERUKET195 & IR E AR Focus Plaza, 19 Jin Rong Street

PaIk X Xi Cheng District

Jb5t, FE Mg 100033 Beijing, P.R. China 100033

FHELHE Email:  jigoubu@csrc.gov.cn
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Dear Sir/Madam,

RKFIER S GEFRESRTEE WS EEIMNEIEKRE LF))
RE: CSRC Administrative Measures on Securities and Funds Investment
Advisory Businesses (Consultation Draft)
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On behalf of its members, Asia Securities Industry & Financial Markets Association ("ASIFMA")%is
submitting hereby our comments and suggestions on the Administrative Measures on Securities and
Funds Investment Advisory Businesses (Consultation Draft) (the "Consultation Draft") issued by the
China Securities Regulatory Commission ("CSRC") on 17 April 2020.
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ASIFMA is an independent, regional trade association with over 130 member firms comprising a diverse range of leading financial institutions
from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we
harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA
advocates stable, innovative, competitive and efficient Asian capital markets that are necessary to support the region’s economic
growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity of one
industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIFMA in the United States and AFME in Europe, ASIFMA also provides insights on global best practices and standards to benefit the
region.
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ASIFMA members welcome and appreciate the efforts made by CSRC to unify the relevant rules
applicable to securities and funds investment advisory businesses ("Securities and Funds Investment
Advisory Businesses") and standardize market practices. Our members are particularly glad to see the
Consultation Draft proposes access standards for engaging in Securities and Funds Investment
Advisory Businesses by all types of Financial Institutions and clarifies the applicable scope and
strengthens on-going compliance requirements.
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We strongly believe that the Consultation Draft, once finalized and becoming effective, will help
further regulate the Securities and Funds Investment Advisory Businesses and protect the legitimate
rights and interests of investors. We notice that there are still some outstanding points which can use
some further clarification or explanation by CSRC. Our questions and comments are organised mainly
along the following lines:

B - KA AR

Part 1 — Publishing research reports
FEERar - HENGKAT

Part 2 — Entry requirements

B=#a-zEER
Part 3 — Operation and management

BN - TG

Part 4 — Program advisory

BRI - iEREIE 5

Part 5 — Cross-border activities

SN — NIRRT IE F
Part 6 — Applicability to PFMs

FLERSY - X R AT EI T A W 1 3E A
Part 7 — Applicability to Bank Wealth Management Subsidiaries

5 \ER G — HAtAE R I S

Part 8 — Other related comments and suggestions
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Publishing research reports

11 “UEFEEP AR Ve
Scope of "securities research reports"
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By reference to the definition in Article 3(3) of the Consultation Draft, publishing securities

research reports refers to the business activities of analysing and forecasting the overall or
partial trends of the securities markets, or analysing the investment value, price fluctuations,

etc. of securities such as stocks and bonds and other CSRC-approved investment types, and
publishing research reports or analyses to clients to obtain economic benefits whether directly
or indirectly.

BUE M F, AT “UEZE T I REAREE B 08 57 BONTEZ, BN ASRERGE A
A “ESEEAR 7 VAL @ B A2 Y 1] I A L R S TR SR T aE
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In respect of such definition, we consider "overall or partial trends of the securities markets" to
be quite broad because it is very common for public fund management companies ("FMCs") and
even private fund management companies ("PFMs") to prepare and send reports or
commentaries to their clients on the trends of the securities market (such as the impact of
COVID-19 on the A-share market). We wonder if such reports or commentaries would fall under
the definition of "securities research reports”. We believe that it is important to distinguish
between research reports on specific or individual securities from reports or commentaries on
(i) the macro-economy and (ii) trends of the securities market as well as reports or commentaries
provided to clients and the public. We would, therefore, suggest that the definition of “securities
research reports” be clarified to take into consideration the aforementioned differences.

IeAh, HEEAT T, BRTA 13025 % AR ) H e SR (9] i — 26 ST 6 45 55 it 1)
AR ARSI RS o O T IRAEEE S SR X — 47 28 T R AT UE TR FT R 5%
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In addition, we understand that some market participants are providing fund research reports
to other entities such as entities that conduct fund investment advisory business. The
Consultation Draft is unclear on whether the provision of fund research reports fall under the
publishing of securities research report business (Article 3(3)) or under the fund investment
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advisory business (Article 3(2)). We suggest that the CSRC amend the Consultation Draft to
clarify how the business of providing fund research reports are dealt with and which companies
are eligible to engage in this business.

“ L% B TR PR 2 5 M o

"Directly or indirectly obtain economic benefits"

TAMEE R, KA RS, RIBRIERI RS IR SR P UL “ B
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We notice also that the definition of publishing securities research reports refers to the provision
of such reports to clients to "directly or indirectly obtain economic benefits". This can be read

to mean that if securities research reports are provided to non-clients or for no economic benefit,
then they will not constitute the business of publishing securities research reports.

H T A BRAE B0 B8 7 L 24 W) AR A P (DR SR BT b RO AN [R) SEAA 2 T DR AL 2 P a5 4R
RFEIL R Fi Ay, RATRES AR, XM “HLZ” 5 “RAT 7 IGSRRAR Ry, R
FLFE (1)1 B SRR G LR X — 1, AR A AARKAG R DL (2) 24 A i L = A
SWOPAEAT 9, DRI B8 77 B 0 w) Ao LSRR o SL = SRAT AR AT 22 5 1 o (28 /B0 B
TR ) FRATH T P24 B A 4 0 Ay B L R IL i AR 35 AT A SR — P & LR
W25 MR PTG S, Rl R R CIESR R IR D, EATTR B TR HR i X b 55 R )
DRI, JRAIA BB St Ae e (AESRE WA HEATAHRNAZS, DT HETE.

As it is common for global asset managers to share research reports internally (i.e. within
different entities in the group) as well as with clients and partners, may we assume that such
“sharing" will be treated differently from the activity of "publishing" as (i) usually, such report
sharing is conducted on a one-on-one basis instead of a public distribution; and (ii) no fees will
be charged for such sharing so no economic benefits (at least no direct economic benefits) would
be obtained from such report sharing. Our asset manager members hope that such sharing of
research reports will not constitute a business activity that would require a license that they are
not even eligible for under the Consultation Draft. Therefore, we would like CSRC to amend the
Consultation Draft to so clarify.

BB S0 T 2 (B 22 57
Difference between investment advice and research reports

MRAE CAESRE RS 55 =260 T2 55 KA E e

According to the definitions of major business types under Article 3 of the Consultation Draft:

(i)  UEFREBELANLSS, RIRERE SR, RIRE R E [P REEIE SR R AT AR S DL
Jor BEIE I A AT B AR BE A A B BRI, Rl B A BB R A B S 3D
K
securities investment advisory business refers to the business activities of accepting client
appointments, providing clients with investment advice on securities, derivatives, and
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other CSRC-approved investment types in accordance with agreements, and assisting
clients in making investment decisions; and

(i) RAGEZWE R ST, 63 TSR i Y B AR B T 5 e A AT S BT T, R
XHTREE L 2R UE SR AR B U WS 2D\ T B At 45 B8 A B B A (B BB S
BAT T, JF R AT R B TR, B R R A B A Bl I E
EREEIR

publishing securities research reports business refers to the business activities of

analysing and forecasting the overall or partial trends of the securities markets, or

analysing the investment value, price fluctuations, etc. of securities such as stocks and
bonds and other CSRC-approved investment types, and publishing research reports or
analyses to clients to obtain economic benefits whether directly or indirectly.

BRI “ % PR BHE R SR @ LSBT S “O0IESR BB A A A B ) BEAT 0T
Iz FURAT TR AFAEE S . (R R IR S () I 5% 5 R A, SRR o
AR AT E 7] 25 7 SR B A0 4R R S5 (i) B A S R o FRATTREAR b3k — 38 A% 0 X B2 24 7
TARFH )RR KA. Bk, BATAE (ERE AT BENE R LRE4T B o U B O
The business of "providing clients with investment advice on securities" appears to overlap with
"analysing the investment value and price fluctuations of securities and publishing analyses to
clients". In the course of providing clients with investment advice in (i) above, the investment
advisor may as well be providing clients with reports containing the analyses mentioned in (ii)
above. It seems that the main difference between the two lies in the "publication"” of reports in
(i) above. Therefore, we would like the Consultation Draft makes this clear and clarify what is
meant by "publication".

PE G AR R S5 R AT A

Eligible license holders

R (ERE WA BHBSFRE, IWFRAEIF TR 2SS B, B4 2 KL IUSHIE
ARG SS TS BIAIE SR A W) B RS A mIHRE RO B 1) N SE 4R B B WL 5 1 1 A
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According to Article 6 of the Consultation Draft, institutions engaged in publishing securities
research reports shall be a securities company, or a subsidiary of a securities company that has
been legally established to specially engage in securities investment advisory services, which has
obtained a securities investment advisory business license in accordance with law.

PATHAFE (R IAE) R SCVFIESR 2 7R AT UESFIE T & M0 AN Fo VF 2 8 B 4 W) R A
MR A SRR AR A UOK (IESR AR th “UEZRBE TR BO5E i/, RS0 HE
FEUETR (M AR AT ST R MG B B LT3 T A 35 MBI FUal i, A/ 8 R 28 AR (I AR 3 % )
RATWE TR AT ZEATAL 55 R, B R ST 2 Re e (IERE W) rhit— D Wleg “ 5 Am”
I SC, AR RATUETFIE TR 5 b 55 PR AR FAIE S 24 ) (0 B SRR AN 2 0 3k 4 B 8 =] 47
SRAR KT o
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We are not sure why only securities firms are allowed to publish securities research reports but
not FMCs. Perhaps, if the definition of "securities research reports" are narrowed to refer to
research reports on specific securities (and not research reports on trends of the macro economy
or securities market) as suggested above and/or no license is required for research reports
published to the public (and not individual clients); or if the definition of "publishing" is further
clarified, then limiting the publishing securities research report license to securities companies
would be less problematic for FMCs.

£, TATHRE GERER) e in, EReEHAR., REEESEMAT LR P
SE I F SR BE B AT AT SR AR TR LA B IR 23 17 3 7L 5 AT T4k 1 o

At a minimum, we hope the Consultation Draft can clarify that FMCs and PFMs may issue or
publish research reports on general macro-economic and securities market trends for their
clients and group companies.

XFVF 2 BRI B 55 78 LA WOk UG, 5 B S 2 L A SR < L W) M/ B RA B i <
N BE8E ) AR AL mT 52 (0 5% YIRS DA SUE 257 T 37 78 B R Fo iy, DU BIARA I /E SR B B sk .
R, FRATAE (EsREWAE) RBe9% RS, S2EGE A m aliH FA SRR & 1N 1) HoAE b [H
BE AN IR TT 5 BIin-S AR B ML 5 & (B2 QFIL AT RQIFN) BIH A 58 70 4R [ S A 41
UEZFIF SR A N, A2 AR ATUE SR FUAR 5 HOTE SRR Sl 95 IR 25K . R 1 4R [ SC BR Ty $ fit
IR Al fr B HE R RS S, KA BT E PRS2 0 F AR 3R, AT
FEAIL I AR 55 (R AE HE IR 7 S A BSOS RIS AN SCHF o

More important to many global asset managers is the ability of their onshore FMC and/or PFM
affiliates to provide them with reliable research reports on onshore securities as well as
securities market trends that they need to make their decisions investing into China. Therefore,
we would like the Consultation Draft to expressly include an exemption from the license
requirement for publishing securities research reports when such reports are provided by an
FMC or PFM to its group affiliates, whether in or outside China (e.g. QFII/RQFII or other offshore
group entities). The provision of such research to group affiliates is particularly important and
helpful because it allows global groups to leverage off their onshore China resources and also
provides an additional source of revenue and support for the onshore China affiliate providing
such services.

ATV, AE ERE WA SN =30, Wt Mo
We would like to suggest the addition of the below highlighted sentence to the third paragraph
of Article 6 of the Consultation Draft:

“MFLATUETF DI ICIR Al 5 HIPIFY L 2578 IR B 7 i 55 58 5 v M 55 5 15 1 177
L ] B E R A ] AL B [ T FHEFF 1T B i S 1) A . B BRE A A
BEES BN LRI 5 2RI o] RBE ] KB Ty F8 P UE 3BT T 7R 7 T 2R T 2 5%
PIRHIW S5 R BB e 12AF s ATECZARI [ 257 T E T, MBHE ™

“Institutions engaged in publishing securities research reports shall be a securities

company, or a subsidiary of a securities company that has been legally established to
specially engage in securities investment advisory business, which has obtained a
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securities investment advisory business license in accordance with law. Securities research
reports provided by FMCs, PFMs and other foreign owned institutions to their group
dffiliates will not be subject to such licensing or eligibility requirement. Where laws,

administrative regulations and CSRC provide otherwise, such provisions shall prevail."

2 EAFEH

Entry requirements

21 4" JFN

"One Control One Participation" principle

(ER IR BTt SRR I T “—Z %" WEN, BARERN “UEHREE&R 5
%@Mﬁ??%&h%%hhh%\%ﬁfﬂkﬁhﬁ#ﬁAﬁ AL ) HCR AN
2 5%, HPEHRER SR SR RREASEY 1 Ko PERERS S50 MERE IR
Gho”

Article 10 of the Consultation Draft proposes "one control one participation" principle for
financial institutions, stipulating that "the shareholders of a securities and funds investment
advisory institution, and the controlling shareholder and de facto controller of those
shareholders may take equity stakes in no more than two (2) securities and funds investment
advisory institutions and may control only one (1) of those institutions, unless otherwise
provided by CSRC."

H2, (ERBWAD) 26 560 “UEREEHRTE N BE & “HEZ T ENE R <%
AEECE N, RS R AR B B i S5 AL 7.

However, "securities and funds investment advisory institutions" are defined in Article 2 of the
Consultation Draft as "institutions that have been approved by or registered with CSRC to engage
in Securities and Funds Investment Advisory Businesses in accordance with law".

RYEZE L, WAL EMBANESR AR FERAT RSB A 7 S5 E F R\ H Edlk
%%ﬁﬁﬂ%ﬂ&uﬁ“ﬁ#ﬁﬁﬁﬁ%ﬁWWﬁ,l%&%%ﬁ“*% 27 BRI
RIATH LA B IC R, FLeG R B sz B 5w . flan, FELPMENRARED
PRAFUEFF LR G WS R ISR AR R ARAT A/ E R & A R e, R3E (ERE
DAY, IX L6 AR KA R ) e S T IR 25 i < 4% B A LA

Under such definition, a financial institution having other licenses (such as a securities company,
a commercial bank or an FMC) but also engaging in the aforementioned business may be viewed
as a "securities and funds investment advisory institution", and therefore subject to the "one
control one participation" restriction. If our understanding is correct, some financial groups will
be significantly impacted. For example, some shareholders with an interest in a securities
company, a commercial bank and/or an FMC that already holds a securities investment advisory
license will be restricted from setting up a specialized securities or fund investment advisory
institution.

AR T WL LTI REIE IR B S (ERE WA AR -2, 5F “—Z—%" 1
JEUUI I 24 73338 FH T = AN [ AROIE 7 2 < B W Ik 55, BOME 25 73 393 ) IE S 5 3 i L
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We wonder if this is the intent of the Consultation Draft or whether the "one control one
participation" principle should apply to each of the three different Securities and Funds
Investment Advisory Businesses separately or to securities investment advisory institutions and
funds investment advisory institutions separately. We suggest that CSRC clarify Article 10 of the
Consultation as per the above.

= ELR
Net assets requirements

TATERR], (GERE IR 55 )\ SRR iGN FIE R R SR E WS b, 5%~ A
BT 1A NR e JATN B i B AR BOR AR iy, JCHRRT 8 L i e Rl LA (2n
S E AT, POYLEHZE VO 3 DiE 25 2 4 ot B i S5 0 IR e A m R A A 3K
A BRI AE (ERF WA 28 =455 — 3K a2k b n “55)\5%7, [R5 L%
—HE, AEH TSI SR .

We noticed that Article 8 of the Consultation Draft requires those institutions applying to engage
in Securities and Funds Investment Advisory Businesses to have net assets of not less than RMB
100 million. We are of the view that the above net assets requirement is very high, particularly
for newly-established financial institutions (e.g., FMCs), which may benefit from having
Securities and Funds Investment Advisory Businesses in their business scope. We would like to
request that Article 8 be added to the first paragraph of Article 34 of the Consultation Draft so
that like Article 9, it is not applicable to the financial institutions listed therein.

AT AT BB B Re W B 1 B 7 RS IR R B R . WUR ISR R R, JRATT-EN
R RIS B AR R T 1 A2 TeHIE BT 3R 2w — B [ in LA .

We hope if CSRC can clarify whether the net assets requirement is an ongoing one. If so, to
provide the company a certain period to rectify if the net assets drop below the minimum RMB
100 million.

o .
PNARAE
Personnel qualification requirements

FATERR], AERE IR Ao m 08 BN G B8 0 225K 5 2 B w) R E A T AN ]
AR, FEVE 2 SHE A A S5 B A B e b 254K st R “RRSg T ), il Rl g
LAl S HARAER & R 0 F e h 55 (an B BV 55 ) BT 0 B . T &, iR — K ESE
BN AT RIFER R I RO S VAT, 2 15 i S DR LA E W s 8 BN L BEREWE 2 (R
KB RGN 23 B B WA S E B U BN DR B S SR A g 4 Dl Rk 552
W CHERE R 25\ 4658 = TRe A IR B i, IR St A 13E w5 8.

We noticed that the qualification requirements of senior management personnel under this
Consultation Draft are different from those under the regulations for FMCs. In addition, under
the pilot program of fund investment advisory ("FIA") business introduced by CSRC recently, FIA
is required to be segregated from other businesses that may have a conflict of interest with FIA
(e.g., fund management business). In this connection, if an FMC is planning to apply for an FIA

a; 8, $L197
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license in the future, does it need to designate a senior management personnel who can satisfy
both the qualification requirements of senior management personnel under this Consultation
Draft and under the FMC regulations in order to be responsible for the FIA business? It would
be helpful if Article 8(3) of the Consultation Draft can clarify the foregoing.

BAVLEZER (GERE WA - HUEME, “UEHRESREE RN FNLEHET, &/
A, SR, WRENSET RGBSR, &t 85, 4 5RREHA xR
M BELEAE, P a7, BRAEBERSE RSN G, B2 R e AT Polk B il Bl
Va1l

We also noticed that Article 14 of the Consultation Draft stipulates that "the personnel of
securities and funds investment advisory institutions engaging in a line of business such as
business promotion, client solicitation, contract execution, formulation and provision of
investment advice and research reports, design, operation and maintenance of algorithms and
models related to investment advice, client review and complaint handling, etc., shall register as
practitioners in accordance with the regulations".

BLE S DU S HE AT WA X AN [F) N 53 2 R — 2Rk 55 LA Bt —ZRMb 55 H A b B AR MLl
Bitk e MRIEIRATH THE, HATA SN GG TEFR AP N 53 5% FIIE Z5 43 55 0t 7] B2 4
BRI R RX A R R, B I AR B SRR ? R CAESR A W AED
Res HAR U W] BBt S Re g it — D DL TR 200 o, Kot AR 5 B

However, Article 14 does not specify which practice these different personnel should register for
and what are the qualifications for each such practice. We understand that currently there are
fund practitioner qualification, securities practitioner qualification and securities investment
consultant qualification. Is it sufficient for the aforementioned personnel to meet one of these
three qualifications or are there other qualifications? It would be helpful if the Consultation
Draft can specify or if CSRC can further clarify in writing.

A I ORGSR AN SR S ok

Consolidation for Articles 8 and 9 purposes

(ER B IWARY B =1PU2KEE —3E, “UEEan]. BREEHAR . Pt an). mlRT.
RS 23 ] LA 2 Ao B ik B A BT F A ATLAAY 388 it A % N LA R3S TR 23 B S 3 0 5l
1), FLMZIEG I D ARG AR INE S )\ Sk SBILRIIRE 7

The second paragraph of Article 34 of the Consultation Draft stipulates that "where securities
companies, FMCs, futures companies, commercial banks, insurance companies, and any other
institutions recognized by CSRC use their wholly-funded subsidiaries to apply to engage in

Securities and Funds Investment Advisory Businesses, consolidation approach may be applied
to Articles 8 and Article 9 of these Measures."

A BT I, P EER2A AT AR 7 R EEEANE AR, Koy AE A A
IEAE T E LI G AR ANES R A ] o 48T AME 2 7] AT REAE o R OL AR DU SHIE R 3 4
B wALSs, AR EINE AT AL (ERE ARD) 55 34 S600E & 48 2 2
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We would like to clarify with CSRC if "any other institutions recognized by CSRC" include foreign
companies since some are setting up FMCs and securities companies in China. We see no reason
why foreign companies should not be able to benefit from the consolidation approach in Article
34 as they may be setting up an entity in China to engage in Securities and Funds Investment
Advisory Businesses.

UeAh, BATERR, (ERERR) HFAGEH T B =I5 — e IR IR 2 & 4%
BEEMIBL, AEENE R T 58 =1 DU 25 58 R TR E I AAERAIE F3 R 4 150 08 5 L 55 1 S R LA
TR K, (ERE WA T Be WA & I AR QAT 48 E (Re ) 2 T 58 L 2% )0d
770, X AR HH B

In addition, it would be helpful if the Consultation Draft can clarify how would the consolidated
approach operate, especially for the application of Article 9 since it does not apply to a securities
and funds investment advisory institution under the first paragraph of Article 34 but Article 9
applies to wholly owned subsidiaries of financial institutions that engage in the Securities and
Funds Investment Advisory Businesses under the second paragraph of Article 34.

SLEEHE
Operation and management

g EH

Centralized and unified management

(ER B WA BT =208, “UEZF 2GR S WU B 24500 HIT F IR 25 ik B 15 08 A il
FHIMMEN G 7 SCH L S5G shidb AT e h g — B 7. A B St Tl “HErhgi—
EY P EARRE, DLAGX AR R S 2 RN B H AT RS A ) R S0 LR S BT e
55 (Bt} 88 =7 B0 B 7 B i) 55 B < B 55 ELAH 20 B O R
Article 13 of the Consultation Draft stipulates that "securities and funds investment advisory
institutions shall conduct centralized and unified management of the business activities of its
practitioners and branches that carry out Securities and Funds Investment Advisory Businesses".
We would like to understand what are the CSRC standards for such "centralized and unified
management" and how these standards affect FMCs which currently are required to keep their
fund investment advisory business (to third parties or for asset management products ("AMPs")
separate from their fund management business.

FH =R AR D AUE T ISR AR SR BT ALY R 2 SRR IR R U B TR A
L2 ] N ERAR HR G — (MR SR AR P AR ORI RS, MOl N A A7 BT A5 B A5 s AU
G BAT AR R, T EE 2 S A E BRAN . AT A R B AR X H R BER A
BB IARRE .

The second paragraph of Article 13 further stipulates that "the investment advice and research
reports provided by a securities and funds investment advisory institution to clients shall be
generated and adjusted through internal centralized and unified decision-making procedures
and the practitioners of securities and funds investment advisory institutions are only
responsible for the transmission and explanation of relevant information and shall not generate

a; 107, FL197
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or adjust such information by themselves, unless otherwise provided for by CSRC". We would
like to request further clarification on the details of the above requirement.

FATREAR, X TR BB SS, 5T WA R AR it & AR, (EON T A 45 T ]
W55, WO B R ECE =TT R A RS SE, AR ARR B R RS, REEWHA
G NE /i

We understand that for fund investment advisory business, the investment advice may be
generated by an investment committee, but for other investment advisory business, such as
providing advisory for AMPs or to third parties, there may not be any investment committee and
investment advice is given by the practitioners who work for the company.

P M as ik

Priority on client's interests

FATHERE (AR Z WA BB-ERMAE, RN ERIIEZR 3 SR 3 B WOHLAL S AL N 53 5
g “ PR Ede” BRI, XERZHEORE TSR L. AT R EET, 2BH-bRE
KA AU IR B MRS A A T, H A SRR SR BT Re i F s A
o FRATHMFSALZ IR P RE LA ME, Rl SR e« A AR SC  UORT RE T 2 A
an 7o FATEW, AR AT HIER 2 (O T A TT S8R 25 43 B 58 5 4% BT i) Wb 55358
TAEREEDY HIRLE, RBRST “Fmibds” RIZOK, EFHE R R S E] m 2 - F
SeAR ERAT AR SRIBC IS 2R A 1 2 7 A5 181 [ 2 B AT N AH R RIS 5

We agree with Article 17 of the Consultation Draft which requires securities and fund investment
advisory institutions and their practitioners to follow the principle of "priority on client's
interests", which is the case in most developed markets. Our question or issue is with the
requirement in Article 17 for there to be "sufficient evidence" to prove that the relevant
investment advisory services are beneficial to the clients and failure to provide such advice may
damage the clients' interests. Providing such evidence may be difficult, especially for proving
that "failure to provide such advice may damage the clients' interest". We suggest following the
provisions under Circular on Strengthening the Pilot Program on the Investment Consulting
Business for Public Offering Securities Investment Fund and removing the requirement of
"sufficient evidence", i.e., the securities and fund investment advisory institutions may conduct
related party transaction once they disclose any related party relationship in advance and get
prior written consent of the client.

iE AP Y5

Suitability management obligations

TAVHEE CAER B IARED 51 )\ S5 K T U F7 B B0 B W LA AR LI 24 1 3 S35 TR
KAERZHURIE T2 W B2, R UESR R & 3 BT SN LA R A0 2 AT FE4 8 %
FURIE TR FUAR 2 5 AT S 2R 5%, FRATXS AT St n) o AT CAER = WAE) 58
)\ Sk RERE I — X

We agree with the suitability management obligations to be undertaken by securities and funds
investment advisory institutions under Article 18 of the Consultation Draft, which is common in
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most developed markets. However, we question whether such obligations should apply if a
securities and funds investment advisory institution publishes securities research reports which
are for a large audience and not for a specific client. We suggest that Article 18 clarifies this
distinction.

BT FE B TR S = 5 S

Independent research department and third party support

(HER B WARY BT IS () TR, Fo g U082 B AR B B 3 1] BAAR () Bk 37 A
FUEST T B ATAT VT TR L, A AR I3 i <5 150 0% A W LAY FRO AT 2 41 o 0 20 B o L 1R 5
Fio BATEE St X — e R & H T W FHRAEFF I AR S 55 AL, ANE T H
fl A BT SS . BN, XIE SR SAEE K E, R0 BRI HE S 4% B B ML SN S it
SR PRI A B S R B AR
Article 19(2) of the Consultation Draft provides that an independent research department other
than the department generating the investment advice should issue the feasibility research
opinions which are supported by the research reports or analytical opinions of other securities
and funds investment advisory institutions. We would like to clarify with the CSRC that this
provision applies to those institutions that are engaged in the publishing securities research
reports and not the other investment advisory businesses. Otherwise, this requirement will be
very burdensome and slow down investment advice being provided by securities and funds
investment advisory institutions to clients and AMPs.

B AR AT UE 200 AU AR 2 W55 FINLA f R, (AR AR ) 5 U AR 58 3R (=) I
(PESR W EE . ARG Z (8] AT B 22560 UE 257 7 3 BURF 38 UE FRAE AR L 23 08, T HLaxX S8
FoAR T R R W RS [F B AL, BETOR AN R B L 34T X B, i DA SR AR
I FE AR E MBI BRI FUAR B 7 A i L SRR AR R 4 9 A B AT SE e e B
Tt PR P R 2

Even from the point of view of those institutions that engage in the business of publishing
securities research reports, the requirement in Article 19(2) seems very onerous and fails to take
into consideration that institutions may have differing views on the securities markets or specific
securities, and that readers of such research reports will want to hear different views and
compare the views of different institutions. Therefore, requiring support by research reports or
analytical opinions of other securities and funds investment advisory institutions does not
necessarily mean that the investment advice is more reliable or better protects the interest of
the clients.

A1 Rl

Outsourcing Restrictions

PANERR] GEREIAD) 26 5% VIR R BT S WU ZRFEHA AR TR 3 G 355
B ST GRS N O SR AT T, BT, FAAEA BT, B 4RSS
B AR EORGRBEAMIAR ST 10— T7 N B NVAESR R R R e il S B . AR, AR AR
BUAR 55 1R A2 N IE TR 2 A B P ML T AOIE I3 /2 BRI B R A 7], MIBATTON AR
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R IO IR SRS AR AR BT i 5 B kg . JRATTA BEAIE M 2 RE g i A JRATT O PR AR TG 1%
T2 L8 T NI 5 AR AT

We noticed that Article 20 of the Consultation Draft allows securities and funds investment
advisory institutions to appoint institutions with the corresponding securities and funds
investment advisory business qualifications to provide it with research reports, investment
advice, and design, operation and maintenance of algorithms and models, etc. Article 20
requires that the party providing outsourcing services must be licensed. However, if the
outsourcing party is a technology company that will develop a securities/fund investment
advisory software for a securities and funds investment advisory institution, we believe there is
no need for the technology company to obtain a license. It would be much appreciated if CSRC
could confirm on our understanding, and consider if any further amendments should be made
to Article 20.

RS E 2% <

Risk reserve funds

(HESR B AR 28 = =2 BRI BT B AL B 2 g KU e £ 4 FRATTTE SR B3 2oonf Rk
RIBEATHE— P VIE, BN RIS HE S W Ra A,  DLA XU #E £ <5 75 200 2 TR T IR 2K
Article 23 of the Consultation Draft provides that the investment advisory institution will be
required to keep a Risk Reserve. We request that the CSRC clarify the above requirement. For
example, how would the Risk Reserve operate, and what are the thresholds for the Risk Reserve.

RFHEH

Program advisory

FATEPHE S TERENMD =t TR LN L BREE BER T B, 14t H
ML IIE TR B R B WSS o 15K RN BRI IR FE S BT B N A SRR T 58, A
ZH. REHERASE B BTRHA R Pt b BRI IR AU R

We are pleased to see that Article 35 of the Consultation Draft mentioned use of algorithms,
models, and other information technology means to provide automated securities and funds
investment advisory services. Article 35 also requires securities and funds investment advisory
institutions to report the relevant technology solutions, model parameters, investment logic and
other information and materials to the local CSRC bureau.

RKF ERER, AIA B St ae it — PN RIS HE SRR thhh, B TXEER
BV S B, AT A 1 AR P 7 (S S ER D) VE AR AIRE A . JRATIE A
Bk — 2 T st e W e EAE BATRL, DI OR HALE It . O TR IE M e 5, AT
W2 ST R EE, DR — 0 ZE RN SRRMEEE R . XHA TR
FIRHE R BAT PR IR S R EE T GERERA) & X “ Bl IIER a4
TR WIRS 7, I B ORI 1 B IR RS R 4

In connection with the above requirement, we believe it is important that CSRC provide further
clarification on what information and materials are to be reported. Further, given the
information will be proprietary, and highly confidential, we would like to better understand the
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exact scope and depth of the required information. We would also appreciate further visibility
on how CSRC will deal with the information and materials to ensure that it remains confidential.
With a view to providing clearer guidance, we suggest that CSRC work with institutions to build
an extensive list of technological applications, models, and algorithms. This would enable the
service provider to confirm whether the services they offer to their customers are within the
aforementioned definition and that they have the necessary controls and risk systems in place.

BT B)
Cross-border activities

HAT R BT A B3 A B R 55

Investment advisory services with certain offshore elements

(R B IATY B =1-E% “iEs” & OVBNANRAT I LT B RS B S5E,
fHE (IEREWAR) WAAR “H4” 80 IR TS F AT L.
Article 37 of the Consultation Draft defines "securities" as stocks, bonds and other securities
issued and publicly traded on domestic and overseas exchanges. However, the Consultation
Draft does not provide a specific definition for "funds" or "securities investment fund".

BT BB, AT E VU T RMRES R A2 (ERE LAY KW,
In light of the foregoing, we would like to understand whether or not the below types of activities
are subject to the Consultation Draft.

(i) A REIINEF ol B8 3 $5 BE 58 R I R IE 25 43 B3 L i . 55
securities investment advisory business in respect of offshore clients or investors that
invest in domestic securities;

(i) A REEAN™ i (s HE BB AR BT A TR R 4 ) #5458 N IR I3 (R IE J5 4% B3 ) o 55 B A%
BT 05 N B 4 P R e AR O i M 55
securities investment advisory business in respect of offshore products that invest in
domestic securities (such as funds investing in A-shares under Stock Connect) or fund
investment advisory business in respect of offshore products that invest in onshore funds;

(iii) D AL S AR IR SR BB R b 555

securities investment advisory business in respect of privately offered funds in China;

(iv)  RATA REGHMIETR P fh RIE TR0 O 5

publishing securities research reports in respect of offshore securities products;

(v)  RATEAMEG I N ISR S R A s
publishing fund research reports in respect of offshore funds that invest in onshore
securities product; and
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(vi) FEBIAMAEEN BRI AMIESR 5T (] anid o A R 45 B ) 4R A5 T It 7] IR 55
providing investment advisory service to onshore clients in respect of investments in
offshore securities (such as investing in Hong Kong shares through Stock Connect).

Xt A B 3 B ) 4 B A

Investment advisory for foreign investors

PATERR], GERE A =T PUKRE], ARG AT LU BT 78 B i SR B
BB AME R F IR HIE R R e R B AW IR DS, IR S SR S L AT B A LE .
B2, BT ASEESEHAUS, FEGE AR W] DL S/ F IR IR R e 1 5 5
M55, XEEHHME B T AR T G S AR S MIL R 813, m] DO B4 LA B H A 2
R R 858 AN (9 B8 T o SN RS AP R <), X B BR AR BE W P S A TR
W58 &y BB ELEAL] . i @ pL A/ s BB R ARAT A i 2 T, 4038 T b EESR A foi 7
Wy, HWRESIEZRIE SR 0T B WA EBAAE R R . JATTA S, ABUisE & 5T
BEANTE, St RetS SR IR SR AR AR T SR Oy ER BT A R B SR AR B A
MR55 o DAL, FRATE CAER R WA Arxs ik 25 0m LA o

We noticed that Article 34 of the Consultation Draft mentions that PFMs may be providing
securities and funds investment advisory services for AMPs and to affiliated qualified foreign
investors and that there may be separate regulations from CSRC for PFMs. However, besides
PFMs, FMCs may also provide securities and funds investment advisory services to foreign
investors, which may not be limited to QFlIs/RQFlIs but also foreign institutions or other types
of foreign investors (such as overseas funds that invest in China) which may be investing in the
China securities and bond markets through Mainland-Hong Kong Stock Connects, Bond Connect
and/or CIBM Direct, and which may or may not be affiliated with the securities and funds
investment advisory institutions. We assume that, to encourage foreign investments into China,
CSRC would want domestic securities and funds investment advisory institutions to provide all
of the aforementioned foreign investors with their investment advisory services. Therefore, we
suggest that the Consultation Draft clarify the foregoing.

STREESEE AN RER
Applicability to PFMs

FATER S, (GERF WA 2 =HMU%HE, “AIEEE BN T8 3 R e 2k
ST MIRSS, AFAE LR 5¢ R B 52 [l — 2 ASEH] B S A% B AR BT R I 77
SIFEEWMRS, PEIER SRS A ER, AHIE”.

We noticed that Article 34 of the Consultation Draft stipulates that "where a private fund
manager provides securities and funds investment advisory services for AMPs or provides
securities and funds investment advisory services to qualified foreign investors having an actual
controlling relationship or under common control of the same controller and CSRC has other
regulations therefor, such other regulations shall prevail."

MRIEHATE T, ST 2018410 A 22 HAAT T GIEZRTt S MR S 5 8 BRIz
EEHAUE) (“(REREMR)” ), HEIEFREREE VS “Eeihs” )T 2016 4F
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10 21 HAAT T GEFFIGRZE MM AL 5178 B HR) 2% S PRV 2R 2 S -ZAEH =ML
R B IWRS) ( “(RBEEFRME)” ). R LR E, Smmmfissites
N T DIOME S5 I B 8 B AL B 55 7 B ™ i S AR B A IR G

We understand that CSRC promulgated the Administrative Provisions on the Operation of Private
Asset Management Plans by Securities and Futures Business Institutions (the "Private AMP
Provisions") on 22 October 2018 and the Asset Management Association of China issued the
Filing Standards for Private Asset Management Plans by Securities and Futures Business
Institutions No. 2 - Appointing Third Party Institutions to Provide Investment Advisory Services
(the "Private AMP Filing Standards") on 21 October 2016. According to the aforementioned
rules, a PFM WFOE is allowed to provide investment advisory services in relation to the AMPs of
securities and futures business institutions.

RYE CER S WA 3 =155 =3 AT, (REFFEEME) M (FAERERXEN
u) UrkEH TR RSB (S I A SR SE RN H2, M1 ER=E WA
R (RSEREIE) M (RSEFRESFIE) WM n) bk, SfEH TASESE
BRI G, FEESEHEALE RARE (REEENE) M (FAERESEM
a) HIRE, [FIESE I DR 2 E AU I B 7 B i [ 5 AFAE SRIR O R I S A& B AN R # 1R
PR TR MRS, R A LA (R E WA B E NFHE TR S 5 B WL 55, i AMY
PR B8 7 B il ORI G A B AL 4R B 3 2 A SR S s e SE IS AR T (TESR = 0
M) RS IE TR SRS E TN, S RATIRAH ).

Based on the third paragraph of Article 34 of the Consultation Draft, we understand that the
Private AMP Provisions and the Private AMP Filing Standards would continue to apply to PFMs
(including PFM WFOESs). However, it is unclear if the other provisions in the Consultation Draft
which are not covered in the aforementioned Private AMP Provisions and the Private AMP Filing
Standards apply to PFMs. For example, are PFMs only able to provide investment advisory
services to AMPs of securities and futures business institutions and affiliated qualified foreign
investors based on the Private AMP Provisions and the Private AMP Filing Standards, or can they
engage in the Securities and Funds Investment Advisory Businesses under the Consultation Draft
which is not limited to AMPs or affiliated QFIIs/RQFIIs? It would be helpful if CSRC can clarify
which provisions of the Consultation Draft apply to PFMs.

FiAk, BATEE H BT IR R A RER BT TR S R A e, (H IR PRSI S 5 & A IR
A FSRAHR A WIRSS, (H (RS WA AR & “ RS R G B Y378 3™ R fEIE
IR BB MIRSS " ALK g ORI 2 W) AR P9 4% B A S A 7 B < % B A i IR 55 Ik R
TEAL . FRATTRRUM 25 “ N BE = i DLOREF 3R 1) RIS L

While we understand that currently insurance funds cannot invest in private securities funds,
there is no restriction on PFMs providing investment advisory service to insurance companies.
However, the Consultation Draft only mentions "provide securities and funds investment
advisory services for AMPs" which seems to rule out providing securities or funds investment
advisory services to insurance companies. We suggest deleting "for AMP" in Article 34 to
maintain flexibility.
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X R VARAT BRI 7 4 7 F A 44
Applicability to Bank Wealth Management Subsidiaries

& bt Ase KR T RS IAZE T 2019 4 7 H 20 HRAR 17— 2 & RlIlXT 4 i it (1)
SN SRS 5 BTN D ARATEI A R “RATERNLE ) (BB A%
H): LA K(2) S VREE AN B BRI 5 e BARAT 1 1 A W) B L B AN 7 £ R BT A A
( “BMTAF" )55 =5254H)
The 11 Measures for Further Opening Up Financial Sectors issued by the Office of Financial
Stability and Development Committee of the State Council on 20 July 2019 (a) encourage foreign
financial institutions to participate in the establishment of or investment in the asset
management subsidiaries of commercial banks ("Bank Wealth Management Business")
(Measure No. 2) and (b) allow foreign asset management institutions to partner with the
subsidiaries of Chinese banks to set up wealth management companies ("Wealth Management
Subsidiaries") with the majority stake being held by the foreign party (Measure No. 3).

=l

XTREFRATTRE A, ARAT ERIVL S B 1w 3 B2 p AT R B B R R . AT
BRIV 25 FHER I - 24 7] ) e 2 5t H AR B mlH A 5 R LAA AT (10 5% 7 37 il [ 2 P 4R A4 %
HHRIRS -

Our understanding is that the Bank Wealth Management Business and Wealth Management
Subsidiaries are primarily regulated by the China Banking and Insurance Regulatory Commission.
We further understand that a Bank Wealth Management Business or Wealth Management
Subsidiaries may provide investment advisory services to clients with respect to the asset
management products issued by them or by other financial institutions.

AT E DT RS WETE (ERE AT HURLE & i F T AR AT B 5 MBI 1 A W], il
NTAEH BT AR R S 3 T 55, ERAT I 5 R 7 A R S R ESAT (IERE
LAY HRIE b 55 R AR

We hope that the CSRC can clarify whether the requirements of the Consultation Draft would
apply to the Bank Wealth Management Business and Wealth Management Subsidiaries. For
example, whether the business licence stipulated in the Consultation Draft is required to be
obtained by such Business or Wealth Management Subsidiaries so as to conduct Securities and
Funds Investment Advisory Businesses in China.

HAARE RSB

Other related queries and suggestions

S o B % B 5
Investment advisory for commodities futures

S (IERE WA 55 =265 () UE RTE R, IEFR BB SS, IR E &,
WS R 205 172 7 SRR I3 S AT A ity A K o B M 2 DA AT ) A B i R B BT 1
B AR IR SR 2 E VR B . BRATAR 1T X R U B BB R AR AE (IR
REWA) FEMEENA, RS, ET5aT 1997 FR AN GEZF. PIRBRERE
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By reference to the defined scope under Article 3(1) of the Consultation Draft, securities
investment advisory business refers to the business activities of accepting client appointments,
providing clients with investment advice on securities and their derivatives as well as other CSRC-
approved investment types, and assisting clients with making investment decisions in
accordance with their contractual agreement. We would like to know whether investment
advice on commaodities futures is covered in the applicable scope of the Consultation Draft and
if not, whether it will be dealt with separately, considering that the Interim Measures for
Administration of Securities and Futures Investment Advisory Services issued by CSRC in 1997
cover both futures and securities investment advisory services.

8.2 EOXTEAEIL & (A 0 ) I AR 55

Sub-advisory services to an equity sleeve of a retail fund

BT GIERE AR B8 =25 58 (—) e K “ rp ENIE MR 2\ o] 1) HAm e Bt b 7, AT 52
A CARARA, B T W 1 R ZR AR UE SR 4% BF W WL L A5 R 4 A R 30 23 B A4 1 i )
MR%%, BB PEHBGEEGIN GRS, REREESEHAFME NPT HR B E .

Article 3(1) of the Consultation Draft mentions "other CSRC-approved investment types". We
would like CSRC to clarify whether a FMC can appoint a securities investment advisory institution
to sub-advise an equity sleeve of its retail fund or manage the equity sleeve of its retail fund by
making and executing investment decisions on behalf of the FMC.

8.3 MkE R E SR EE

Exemption to license requirement

A CHESR B IAD 58 =+ =505 —3OE, MRIEMNF BT BV 55 HIEZ= I TR 2 E LA,
B P RIS I SR B ARG B, AR (SR ARD) BB/ AR IR ], (ER 2
TSP AR AN [ R 2 B AR E o T IRAT T SRR SR A m B G A R m) 5 =TT
PG (M AU 55778 B ™7 R E R B S B T IR 55, BATR UG 3 =+ =% E
HE ARG E RN B S5 i

The second paragraph of Article 33 of the Consultation Draft exempts from the license
requirement in Article 6 securities and futures institutions that engage in the asset management
business in accordance with law and those institutions that provide securities and funds
investment advisory services for AMPs provided that they comply with the Consultation Draft
and other CSRC requirements. Since we understand that some securities companies and FMCs
provide securities and funds investment advisory services to third party investors (and not just
AMPs), we suggest that the exemption provided in Article 33 should be expanded to cover such
investors.

AL B E S T 2 2 FE AR SCER HE B A ), AR AR RS I VRGN S E M A i e I B )
USRS, BRI EIH o (S eshen@asifma.org B% H1i%+852 2531 6570). A< kR FHIR
S BN RIS TE] IR A S AR NGRS .
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ASIFMA deeply appreciates CSRC's consideration of the points and questions raised in this submission
and would be pleased to discuss them in greater detail with CSRC if deemed appropriate. Please feel
free to contact Eugenie Shen at eshen@asifma.org or Tel: 2531 6570 if you have any questions. This
submission was prepared by PRC law firm Han Kun Law Offices, an ASIFMA member, based on feedback
from the wider ASIFMA membership.
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Yours sincerely,

Mark Austen

Chief Executive Officer i JE#ATE
Asia Securities Industry & Financial Markets Association IVES L 5 4 mb i iz 4>

=

\|

' P4 1971, F19m
asifma#z

Growing Asia’s Markets


mailto:eshen@asifma.org

