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Abstract

In 2003, “Fund Law of the People’s Republic of China on Investment in Securities”
was published and roused a pool of various explanatory articles. Almost every
explanatory article of this law commented that the new “Fund Law of the People’s
Republic of China on Investment in Securities” set a ground for issuing mutual funds in
China. Why would this new “Fund Law of the People’s Republic of China on Investment
in Securities” set a ground for issuing mutual funds in China? Is China ready to
issue mutual funds? How would mutual funds impact the funds development in
China? The author will try to do some initial discussion in this area with the hope
that this can provide some beneficial thoughts in the issue of mutual funds in
China.

This article adopts comparative method in research and comprises of five
main sections.

Chapter one comments that protecting investor’s interests has been given top
priority in the funds supervision work. It also introduces some of the funds’
problems that occurred in the recent years pose a task on how to regulate the
development of Chinese funds in the future. It proposes that as the main stream of
global funds development, mutual funds will have great significance in resolving
current issues in the Chinese funds development and Chinese funds meeting
international standards in the future.

Chapter two introduces the definitions of mutual funds and trust funds. It goes
on and compares the two types of funds in definition and in structure design. It
also analyzes the advantages and disadvantages of both funds and proposes that
different types of funds shall go with different social economic environments and
that mutual funds is gaining more and more attention and recognition with its good
structure design in protecting investors’ interests.

Chapter three introduces the Investment Funds development in Japan and US,



whose main funds models are Trust Fund and Mutual Funds respectively. It
compares the development of the funds industry in the two countries and discussed
the reasons that these two countries selected different fund models. Through the
comparison and analysis of the funds development in the two countries
representing best funds industry in the world, it explores the best environment for
developing mutual funds and trust funds respectively. This shall serve as a good
reference to the current Trust Funds operation and future Mutual Funds
implementation in China.

Chapter four introduces the development of funds industry in China and it
points out that China and Japan were much alike in the early stage of funds
development. Therefore, adopting trust funds model was a good fit with the
economy environment then. However, as the economy and stock market grows,
more and more problems surfaced during the operation and its disadvantages
became more and more obvious. Meanwhile, China now has met the basic criteria
to issue mutual funds. Mutual funds will help to resolve several problems that have
hampered further development of funds in China. Nevertheless, there are some
legal barriers on this area and to publish detailed regulations in the mutual funds
issue and operation will help mutual funds to come out early.

Chapter five points out again the significance of mutual funds in resolving
current problems and in helping further funds development in China. Meanwhile,
in order to accumulate mutual funds operation experience and train people before
the regulations are read, it proposes the pre-mutual funds assumption based on

current trust funds.

Key words: Investment Funds; Mutual Funds; Funds Management.
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