
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CBRC Intensifies Efforts to Prevent Systemic Risks 
Comment on the suspension of the issuance of wealth management products 
with maturities of less than one month 
 

 

  
 

     
 
 

 Nov. 21, 2011 

Event: 

China Banking Regulatory Commission (CBRC) held a meeting with senior 
executives of major banks last week, and asked commercial banks to suspend 
sales of wealth management products with maturities of less than one month until 
the end of 2011.  

 

Comment: 

1. CBRC intensifies efforts to clean up short-term wealth management 
products. In the Notice on Issues Relevant to the Further Strengthening of Risk 
Management of Commercial Banks’ Wealth Management Business (Yinjianfa 
[2011] No. 91) issued on Sept. 30, CBRC mentioned that  

“Commercial banks shall not attract deposits with high interest rates in disguised 
forms of issuing short-term or ultra short-term high-yield wealth management 
products. Information disclosure and compliance management of products with 
maturities of less than one month shall be strengthened in particular. Products 
that do not meet regulatory requirements shall be eliminated.”  
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The wording changed from "strengthen the management of" to "shall not 
issue" wealth management products with maturities of less than one month, 
thereby we can discern the regulator’s attitude towards short-term wealth 
management products. The shortest maturity of wealth management products 
currently issued by banks has changed to 32 days. 

 
 

2. The new rule will have a bigger impact on corporate clients and financial 
institution clients, but limited influence on retail customers. Corporate and 
financial institution clients have higher requirements for liquidity management, 
and therefore have much more demand for short-term products than for long-term 
products. Based on conservative estimates, the new rule will affect the demand 
from more than half of the corporate clients and over 80% of the financial 
institution clients. Issuance of wealth management products is expected to shrink, 
resulting in lower revenue of banks from intermediary businesses. 
 
 
3．．．．CBRC’s main purposes for introducing this new tough measure are as 
follows: 

 

i) To curb commercial banks’ behavior of attracting deposits in 
disguised forms. At the end of each month or quarter, banks tend to 
adjust fundraising periods and maturity dates of wealth management 
products to meet the regulatory requirements on such parameters as 
deposit-to-loan ratio. Suspension of the issuance of wealth management 
products with maturities of less than one month will make it more 
difficult and costly for banks to attract deposits in such ways.  
 
This is also in-line with CBRC Chairman Shang Fulin’s recent 
restatement of strictly prohibiting deposit solicitation with high interest 
rates, regulation avoidance and regulatory arbitrage by selling short-term 
wealth management products. 

 
ii)  To prevent systemic risks. CBRC requires the investment portfolio 
 corresponding to each wealth management program to be managed 
 separately by banks. If the maturity of a product is relatively short, it will 
 be difficult to find matching assets with similar maturity, so long-term 
 assets have to be used to match several short-term products. As a result, 
 the underlying risks will increase accordingly. For instance, when bad 
 asset accounts occur or when asset returns are low, there will be problem 
 in the accounting of short-term wealth management products. 
 
iii)  To slow the growth of both wealth management product issuance 
 and balance of wealth management products. According to 

 CNBENEFIT (普益财富) statistics, the ratio between corporate clients 
 and individual clients is 3:7. We estimate issuance in value terms will 
 drop 20%, and the balance of deposits at month-end and quarter-end will 
 be less volatile. 
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ANALYST CERTIFICATION 
Each author of this research report hereby certifies that the views expressed herein accurately reflect his or her personal 
views about any and all of the subject securities or issuers, and no part of his or her compensation was, is, or will be 
directly or indirectly related to the specific recommendations or views expressed in this report. 
 
 

INVESTMENT RATING DEFINITIONS 

Short-Term Company Ratings 

Strong Buy: The stock is expected to outperform the benchmark CSI 300 Index by 20% or more over the next 6 months. 

Buy: The stock is expected to outperform the benchmark CSI 300 Index by 5% or more but less than 20% over the next 6 months. 

Neutral: The stock price is expected to change by 5% versus the benchmark CSI 300 Index over the next 6 months. 
Reduce: The stock price is expected to decrease by 5% or more versus the benchmark CSI 300 Index over the next 6 months. 

 

Long-Term Company Ratings 

A: The company’s long-term competitiveness is higher than the industry average. 
B: The company’s long-term competitiveness is at the same level as the industry average. 
C: The company’s long-term competitiveness is lower than the industry average. 

 

Industry Investment Ratings 

Outperform: The fundamental outlook of the sector is favorable and the sector index is expected to outperform the 
benchmark CSI 300 Index. 
Neutral: The fundamental outlook of the sector is stable and the sector index is expected to perform in-line with the 
benchmark CSI 300 Index. 
Underperform: The fundamental outlook of the sector is unfavorable and the sector index is expected to 
underperform the benchmark CSI 300 Index. 
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Disclaimer 

This document is prepared by China Merchants Securities Co., Ltd. (“CMS”). CMS is a licensed corporation to conduct securities investment consulting business 
authorized by China Securities Regulatory Commission.  
 
Information and opinions presented in this report were obtained or derived from sources CMS believes are reliable, but CMS makes no representations as to their 
accuracy or completeness.  
 
This document is for information purpose only. Nothing in this report shall be construed as a solicitation to buy or sell any security or product. Information and 
opinions presented herein do not constitute investment advice by CMS. CMS and its employees accept no liability for any direct, indirect, consequential or other 
loss arising from any use of this research and/or further communication in relation to this research. CMS may have a position or engage in transactions in 
securities of companies referred to in this document and may also perform or seek to perform investment banking services for those companies. Investors should 
be aware that CMS may have a conflict of interest that could affect the objectivity of this report. 
 
©Copyright. China Merchants Securities Co., Ltd. 2011. ALL RIGHTS RESERVED. This document may not be reproduced, distributed or published in whole or in 
part for any purpose without prior consent of CMS. 
 

HEADQUARTERS 

China Merchants Securities Co. Ltd. 
Address: 45/F, Block A, Jiangsu Building, Yitian Road, Futian 
District, Shenzhen, Guangdong, P.R.China 
Tel: +86 755 8294 3666 
  

 

HONG KONG 

China Merchants Securities (HK) Co., Ltd. 
Address: 48/F, One Exchange Square, Central, Hong Kong 
Tel:  +852 3189 6888 
Fax: +852 3101 0828 

 

Additional information on recommended securities/instruments is available on request. 


