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Abstract

As an emerging industry, Securities industry plays an irreplaceable role in
financing, resource allocation, wealth management and other financial functions. Faced
with various and complicated risk, effective risk management become a critical factor
that strongly affect a securities survival and development. After comprehensive
remediation during the period of 2004-2007, Chinese securities firms had a significant
progress in risk management. However, as innovative new business emerges and
external environment changes, some securities firms lag behind in risk management and
internal control, which led to serious risk events that adversely impact their survival and
development. External institutional regulation and internal risk management
development protect securities firms from risk shocks. Owning to the highly
information cost and less pertinence of external institutional regulation, internal risk
management development should be the first choice for securities firms when managing
risk.

This paper conducts a study of risk management of Chinese securities firms from
the perspectives of internal control and governance. Firstly, it begins with theory review
of both internal control and risk management, and then emphasizes the necessity of risk
management in securities firms. Secondly, the paper describes the history and status of
Chinese securities industry, providing the forming background of risk management.
This part also summarizes the existing defects of risk management and internal control.
Thirdly, the paper reviews the event of “8.16” and analyses defects of Everbright
Securities in risk management and internal control. Finally, by taking Goldman Sachs
as a benchmark and referring to the norms of comprehensive risk management for
securities firms, this paper puts forward comprehensive proposals on enhancing risk
management in terms of information technology system, risk management

organizational system, corporate governance and external regulation.

Key Words: Risk Management; Securities Firms; the Event of “8.16”
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