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ABSTRACT

Commercial banks and fund companies, which are different independent
financial institutions, are closely linked in China. In the 20 years’ development of
China’s capital market, the bank industry and fund industry have been established,
grown larger and stronger together. Sometimes they are closely connected and are
supported by each other, while sometimes they would have to compete with each
other in the market. From 2011, Chinese capital market has been on the way to
innovations, and both the strategy and the business scale of fund companies are
greatly changed. In this context, commercial banks need to consider the situation, and
give more attention to the banking-fund cooperation, deciding such problems as
whether the cooperation is necessary, which fields should be focused on, how to
cooperate innovatively, what types of risk are involved and how to avoid, etc ..

Based on the above reasons, the author firstly studied “Michael Potter's value
chain model” as a analytical framework, an then he invented a customer-oriented

9 ¢

bank’s value chain model, which including “customer development” “customer

%9 ¢¢

marketing” “customer serving” and ‘“customer maintenance” value added activities.
According to the model, commercial banks can implement differentiation strategy and
low-cost strategy with the help of fund companies through the capital market, so as to
enhance bank’s competitive advantage.

Then the author explained the banking-fund cooperation mode in detail, pointing
out that banking-fund cooperation can bring banks competitive advantage in business
fields such as deposit, loan, fund sale, fund custody, investment, product designing.
He introduced the effect and significance of banking-fund cooperation that banks
could expand customer in the capital market, reduce financing cost through the
deposit from fund companies, increase investment income, construct assets

management platform, meet a more diversified funding demand, and achieve a

strategic transformation.



The author also stated that there are some unique risks in banking-fund
cooperation, including policy risk, reputation and customer risk, and moral risk. And
then he gave his views about how to control those risks.

Finally, the author put forward the following suggestions for banking-fund
cooperation. One is that commercial banks should pay more attention to the new trend
in fund companies, and must strengthen the top-level design in their internal structure.
The two is to pay more attention to innovation and development in the capital market,
and business trial with fund companies should be encouraged. The three is to pay
more attention to business linkage, and a package of cooperation is necessary. The
four is to pay more attention to strategy in banking-fund cooperation. Commercial
banks should seize the cooperation opportunity to accumulate development
experience in the capital market, train professional personnel and in this way
commercial banks could prepare well for the financial comprehensive operation and

mixed operation.

Key Words: commercial bank; banking-fund cooperation; bank’s value chain;

competitive advantage
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