Z-Ben Advisors presents

2018 China Rankings
The top foreign firms in China

April 2018

Foreword – Let slip the dogs of war
A competitive break has occurred over the past year. A small group of global managers
has shown that a genuine focus on building a well-diversified China business leads to
results. Ample resources have been allocated, there is real support from HQ executives
and the results are now very clear. Again though, these firms are the exception and by no
means the rule. For the vast majority of global managers, the approach to China has
continued to be one of caution. Such an approach may have been deemed prudent in the
past, and may still be, but it does beg the question of where China – as a business
endeavor – is to be prioritized.
Conditions for the year ahead are also set to pose formidable challenges to all global
managers. Chinese policymakers have signaled a clear intention to pivot in favor of a
more relaxed environment and are set to do so across the board. How, or even if, global
managers choose to incorporate such wider market access, not to mention rising client
demand for RMB asset classes, will be integral to the long-term makeup of the
competitive landscape. Be it more expansive opportunities to control one’s destiny on the
Mainland or a determination of what is to be done in reaction to more open inbound and
outbound investment programs. What we can state with near certainty is that the
competitive melee among global managers is set to intensify.

The top managers are pulling away from the rest
The top five managers have gained ground at the expense of the rest of the top 25; this
highlights how competitive the industry has become.
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The top 25 foreign firms in China
China is now the priority for most global asset managers
Only one firm managed to break into the top ten, but most notable is the change at the very top.
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An increasingly competitive landscape
Three manager trends that defined the 2018 China Rankings
Making the cut is more challenging than ever before.

Top 5
Rising scores: The top five firms in the
China Rankings have pulled away from
the rest. All have both JV fund
management stakes and their own
onshore
investment
management
platform, and have capitalized on
strong China demand from global
investors. Not only do they have the
best China presences, but they are
growing faster than their peers.
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Unchanged scores: This group’s
makeup has seen notable change as
those unable to keep up pace with
the top five are intermingled with
managers that have progressed
significantly in the past 12 months.
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Declining scores: Many firms have
fallen from our first China Rankings in
2016. While existing JV fund
management stakes remain valuable,
these alone aren’t enough to stay
competitive. Such managers are being
rivaled by newer players in the market.
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Optionality or specialization is needed onshore
How foreign managers are raising Chinese capital
One of two routes can be chosen, but many are opting for both.

More than ever, foreign managers are taking multiple paths to raise Chinese capital onshore. But it
isn’t essential: three have made the top ten specializing in just one. What sets them apart from
those lower down the rankings is that these businesses are exceptionally well run.

Score from the onshore fund management business
Sino-foreign joint venture fund manager

Wholly-owned investment platform *
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Fidelity International: The first foreign
private fund business and has launched the
most products.

8

HSBC and Morgan Stanley: Both
managers are strategically well-placed in
their respective JV fund managers.

9
10
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A wide-reaching strategy is required
Score breakdown of the top 50
Foreign managers are no longer one-trick ponies in China; the top firms cover all three business lines.

Diversification is the key facet of the best China strategies. Growing China demand from global
investors and offshore demand from Chinese investors have complemented onshore fundraising.
Managers lower down the list rely too heavily on a single joint venture stake or wholly-owned
onshore investment platform, leaving them unable to capitalize on demand for other business lines.

Onshore

Outbound

Inbound

Source: Z-Ben Advisors
Z-BEN ADVISORS

April 2018

6

2018

China

rankings

A banner year for China asset management
Tangible China opportunities are being seized
Foreign managers have moved at speed to build China strategies and have capitalized on five industry trends.

Majority-foreign ownership
Foreign managers will imminently be allowed to own a majority
stake in a Chinese mutual fund company. Given that we expect
this USD1.8tr market to grow to USD12tr by 2027, it’s no
surprise that many are already making initial moves.

Selling products under your own brand
Foreign managers have been granted access to the domestic
private fund industry and can raise capital from institutions and
HNWIs on their own. A handful of managers have already
launched products and many others are waiting in the wings.

Global demand for China exposure
MSCI’s decision to include mainland Chinese equities into its
Emerging Markets index will lead to billions of dollars of inflows
into China. Paired with strong market performance, global
managers saw major demand for their China funds in 2017.

Positioning for greater outbound flows
The outbound business may remain broadly challenging for
foreign managers, but not only are we seeing capital continuing
to flow to the most active firms, many are also positioning
themselves in expectation of greater liberalizations.

Attractive regulatory landscape
Greater access to domestic markets and capital for foreign
managers has been a major tenet of Chinese financial market
reform. While some firms remain on the fence, many are raring
to take advantage.
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The top managers by business line
In previous years, it was feasible to have one good China business line and make the top 25. It’s now
impossible. Managers need to have multiple leading businesses in order to reach the higher echelons
of the China Rankings.

Top 10 managers for
China onshore business

Top 10 managers for
China outbound business
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Appendix
Scoring structure
The overall score is calculated by summing the weighted scores of the three distinct business lines. The highest possible overall score that
any firm can get is 100. This would result from being the highest-ranked firm in not only all three categories, but in every business line.

Overall Score

Onshore Business

Outbound Business

Inbound Business

Time frame
Data was collected as of 31st December 2017. Instead of just providing a snapshot of each firm at that point in time, we have also
considered factors that analyze a company’s performance throughout the year. Many, but not all, firms also responded to direct surveys
which sought data about various aspects of their broad China strategies.

Onshore business
The onshore business focuses on two key areas of mainland presence: joint venture companies and wholly-foreign-owned entities
(WFOEs). The past twelve months have not only seen a continuation of firms setting up investment management WFOEs, but there have
also been the first product launches in the domestic private fund industry. In previous editions of the China Rankings, the joint venture
fund management company was weighted higher due to its current ability to raise Chinese capital. In this year’s edition, the WFOE and
joint venture entities have similar weightings, highlighting the options available for an onshore China strategy.

Outbound business
The outbound business considers the various programs that permit domestic capital to be invested overseas. Despite capital outflow
restrictions over the past few years, firms were able to raise capital and position themselves strategically, for when restrictions are
relaxed. We also rank the scale of firms’ subadvisory business.

Inbound business
The inbound business covers the Greater China fund management business as well as the use of China’s various inbound investment
channels. Emphasis was placed on physical asset investment in fund products.

Weightings
Each of the three categories is assigned a weighting that is based on its importance to current and future China strategy. As a result, the
onshore business score has the highest weighting, followed by the inbound business. The outbound business has the lowest weighting due
to the capital outflow controls that remain in place as of the time of writing. Within each of the three categories, firms are given scores
for numerous business lines, of which each is assigned a weighting based on its importance within each category.
The rankings model is designed to maintain the same structural format each year and weightings may change based on the evolving
nature of foreign firms’ strategy in China and the regulatory environment. These changes would reflect the way that firms view China
and are building their strategy.
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ABOUT Z-BEN ADVISORS
Z-Ben Advisors has led global financial institutions to a more actionable understanding of
China’s financial market dynamics by providing market intelligence and strategic advice
on every facet of the China asset management industry in real time. We combine raw
fund flow data with competitive benchmarking to deliver focused and forward-looking
market analysis, all contextualized against the regulatory developments that will
significantly impact the China outlook and bottom lines of global financial firms.
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Disclaimer
The contents of the China Rankings (the Product hereafter) are for informational purposes only. The data contained herein is based entirely
upon the available information provided in public reports by the locally operating fund managers. The contained information has been verified
to the best of Z-Ben Advisors and its research affiliate’s ability, but neither can accept responsibility for loss arising from the decisions based
upon the product. The Product does not constitute investment advice or solicitation or counsel for investment in any fund or product mentioned
thereof. The Product does not constitute or form part of, and should not be construed as, any offer for sale or subscription of any fund or
product included herein. Z-Ben Advisors and its research affiliate expressly disclaims any and all responsibility for any consequential loss or
damage of any kind whatsoever resulting, directly or indirectly, from (a) the use of the Product, (b) reliance on any information contained
herein, (c) any error, inaccuracy or omission in any such information or (d) any action resulting therefrom.
Disclosure
Z-Ben Advisors and its research affiliate currently provides other products and services to some of the firms whose products are included in the
Product. Z-Ben Advisors and its research affiliate may continue to have such dealings and may also have other ongoing business dealings with
other firms whose products are included in the Product.
Copyright
The duplication of all or any part of the Product is strictly prohibited under copyright law. Any and all breaches in that law will be prosecuted.
No part of the Product may be reproduced, transmitted in any form, electronic or otherwise, photocopied, stored in a retrieval system or
otherwise passed on to any person or firm, in whole or in part, with out the prior written consent from Z-Ben Advisors.
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