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Dear Sir or Madam,

AT AAFBLEIEFRE ST N FEENE JERELAE ) 1
)=

ASIFMA AMG Comments on CSRC Consultation on Administrative Provisions
for Public-Offered Securities Investment Funds' Investment Advisory
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On behalf of members of the Asset Management Group (“AAMG”) of Asia Securities Industry &

Financial Markets Association® (“ASIFMA”), we are pleased to submit our comments and suggestions
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ASIFMA is an independent, regional trade association with over 160 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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in response to the CSRC’s consultation on the draft Administrative Provisions for Public-Offered
Securities Investment Funds' Investment Advisory Businesses (the “Draft Provisions”) issued on 9
June 2023.
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We and our members are supportive of CSRC’s aim to make fund investment advisory a long-term,
standardized and healthily business. We are also very glad to see that promulgating the
Administrative Measures on Securities and Funds Investment Advisory Businesses (“Administrative
Measures”), on which CSRC issued a consultation draft in April 2020, is among the key projects on
CSRC’s 2023 Legislative Plans. We note that the Draft Provisions are just a part of what the
Administrative Measures provide so we look forward to seeing CSRC's drafts or further consultations
on the other parts of the Administrative Measures.
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For foreign asset managers that have established or are in the process of establishing wholly foreign-
owned fund management companies (“FMCs”) or private securities investment fund management
companies (“PFMs”) in China, being able to provide fund investment advisory services to third
parties are complementary to what they already do and will enable them to make the most use of
their resources onshore in China.

FATER R, EORAL SRS BN H AT AT LA IR O ) S AR B AR B 8 SR IR T A B 4 B
W, ABAPRE A B R B A W] 2 S R XA AN . FE SR SRR IS T 2006 K
iy JERELIER (O T 8 B 7] A5 2 R RIR AL 5T S W IS5 A 50 ) i B3 N B E
RGO A G SO VE R LR S AR MR BT R N B — LR B8 =T AR R B . U
Gb, FRATERME, ARSI PR AR AT RGO, AT DL m) SR LAY () 58 =7 2 P R
PR TR B0, T 2023 4F 1 TR CUEZR IR @ E VMRS 5 =g it RS /R & R
JE) HB=ONKAE, IR IR E NI AL S 57 BRI AT DO RF & 5 M AL S
PENARAR A B r] . ARPEAR IR R 2 22018 4F 12 A RATH) (R AAT BRI+ A w4 BRI M)
W=k, BT EIV o W AT DR G SR A AL B 2 A B N SR AR BRI ) R 55

We understand that while PFMs are currently allowed to provide securities and fund investment
advice to affiliated QFls, it is unclear currently if FMCs are able to do the same. Under CSRC Fund

2 HRORMES T 2023 48 5 ) 18 H A 28 < M B B R B ARG
CBIRC is replaced by National Financial Regulatory Administration (NFRA) since 18 May 2023.
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Supervision Department’s Notice on Relevant Issues Related to Fund Management Companies
Providing Investment Advisory Service to Specific Targets, which was issued in 2006 and later
abolished, FMCs were allowed to provide investment advice to certain types of third parties
including QFls. Further, we understand that if PFMs satisfy relevant conditions, they are also allowed
to provide investment advice to certain types of third-party clients. For example, securities and
futures operating institutions’ private asset management schemes are allowed to appoint qualified
PFMs as investment advisors, as provided under Article 36 of CSRC’s Administrative Provisions for
the Operation of Securities and Futures Operating Institutions’ Private Asset Management Schemes
which was last revised in January 2023. Bank wealth management subsidiaries are also allowed to
appoint qualified PFMs to provide investment advisory services under Article 32 of CBIRC's?
Administrative Measures for Commercial Banks’ Wealth Management Subsidiaries issued in
December 2018.
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We note that providing investment advisory services to third-party clients is common in many
jurisdictions such as the United States, United Kingdom, Japan, and Hong Kong SAR. It would be
helpful if the Draft Provisions (or some other regulation or document) can clarify the foregoing and
explicitly permit both FMCs and PFMs to provide both securities and fund investment advice to
third-party clients and products that invest in China’s market, whether onshore or offshore or
through the various investment access channels. Allowing FMCs and PFMs to provide such
investment advisory services will enable foreign-owned asset managers to utilize fully their expertise
and resources onshore in China to service their overseas affiliates and the portfolios and funds
managed by such affiliates that invest into China. Such additional services will likely lead to the
hiring of additional staff in China by foreign owned asset managers which will facilitate the
development of asset management talent and the industry as a whole in China.
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Therefore, we suggest that FMCs and PFMs be allowed to provide investment advice to all offshore
investors/products (such as QFIs and northbound Stock Connect investors) that are already investing
in the China onshore market.
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Qualification criteria

CHE D FF ARSI BB A MU B B BLESRAE AE . JA M CEEINED) £ (BUE) 1)
AT, BRI, SR/ B BB A AU I BE L EOR T REEM. (EELINE) HORE.

: P Page 3 of 6
asifmaz :

Growing Asias Markets



REXFE,  CEHINE) FCUAE (UE) & EMMRAMZAT KA. B0,  E) BT
RERE HE (I 4% BE IR S5 BT LA I 5% S S SR A R o I % 0T 2SR SR 26 T A 225K, B0 xet
B AR B A N S AT EK

The Draft Provisions did not set out any qualification criteria for firms that would like to become a
fund investment advisory entity. We assume that the Administrative Measures are the higher-level
rules governing the Draft Provisions, and therefore, the qualification requirements for being a
securities and/or fund investment advisory entity may be set out in the Administrative Measures. If
this is the case, then it is important that the Administrative Measures be issued before the Draft
Provisions are finalized and released. Otherwise, it is important that the Draft Provisions set out the
qualification criteria for those that can provide fund investment advisory services. The qualification
criteria should include all requirements, including any for the fund investment advisory staff.
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Recipient of fund investment advice
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The Draft Provisions do not specify who (institutions or individuals) can receive fund investment
advisory services. We assume that it should include all investors that can invest in public funds, i.e.,
not only institutional investors but also pensions and individual fund investors. We hope CSRC can
confirm the above or clarify this in the final Provisions.
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Different types of investment advisory
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The Draft Provisions refer to management-type fund investment advisory, which may make
decisions, within the scope of the client’s authorization, on fund type, quantity, and buying and
selling opportunities on behalf of the client, as well as accept client instructions to handle fund
subscription, redemption, conversion and other operational applications. This seems to be
investment management with discretion as decisions are made by the fund/investment manager. It
would be helpful if the final Provisions can clarify what are the differences between the different
types of investment advisory and who can provide management-type investment advisory services.
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Dual hatting
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Article 12 of the Draft Provisions states that “Strategy managers shall not serve as the fund manager
or investment manager of fund products other than Fund of Funds (FOF) and Manager of Managers
(MOM). If a strategy manager also serves as a fund manager or investment manager of a FOF/MOM
product, the fund investment advisory entity shall take necessary measures to conduct good
business segregation, prevent conflicts of interest, and ensure the investors of the relevant fund
products as well as the customers of the fund investment advisory business are fairly treated.”
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For FMCs that have a strategy manager which dual hats as the fund/investment manager of a
FOF/MOM product, it may not be possible for the fund investment advisory entity to segregate the
fund investment advisory and the fund/investment management of the FOF/MOM product. As the
key intention of Article 12 seems to be to avoid conflict of interest between the fund investment
advisory business and other fund investment businesses (except for FOF/MOM), we suggest
replacing the wording of “conduct good business segregation” with “have in place good business
segregation that are necessary”.
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Separately, foreign asset managers’ global practices normally include strict internal controls where
all trades and investment advice would run through fair trading review and checks to ensure that
there is no conflict of interest or no opposite trades are done before the advice is sent to the client.
Therefore, we would suggest that CSRC consider allowing in the Draft Provisions public fund
managers and segregated account investment managers to dual hat as investment advisor/strategy
manager under proper controls to prevent conflict of interest.
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We would also like the Draft Provisions to clarify whether strategy managers who are not
fund/investment managers may take on other roles as long as there is no conflict of interests with
clients.
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We are very grateful for the opportunity to comment on the CSRC consultation on the Draft

Provisions, and we look forward to the issuance of the final Provisions and Administrative Measures
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that takes into consideration our comments and suggestions in this letter. If you have any questions
regarding any of the foregoing, please contact Eugenie Shen, Head of ASIFMA’s Asset Management,
at eshen@asifma.org or Tel: 2531 6570.
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Yours sincerely,
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LI Eugenie Shen

M4 Managing Director

FrEE A T4 Head of Asset Management Group

WIES L 5 &Rt P2: Asia Securities Industry & Financial Markets Association
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	我们理解，虽然私募基金管理人目前可以向其关联的合格境外投资者提供证券和基金投资建议，但外商独资基金管理公司是否也能够这样做尚不明确。在贵会基金监管部于 2006 年发布、后来被废止的《关于基金管理公司向特定对象提供投资咨询服务有关问题的通知》的规定中，基金管理公司曾被允许向包括合格境外投资者在内的一些第三方对象提供投资建议。此外，我们理解，私募基金管理人在满足相应条件的情况下，也可以向某些类型的第三方客户提供投资建议。例如，于2023年1月修订的《证券期货经营机构私募资产管理计划运作管理规定》第三...


