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BCG Financial Institutions 
in China

The Boston Consulting Group (BCG) is pleased 
to present this report which constitutes the 
most recent in a series of publications pro-
duced on the dynamics of China’s financial 
services industry, and the implications for 

local and overseas players. 

BCG is a general management consulting firm that is a 
global leader in business strategy and that has helped 
companies in every major industry and market achieve 
competitive advantage by developing and implementing 
winning strategies. Founded in 1963, the firm now oper-
ates 70 offices in 41 countries.

BCG started operations in China about 27 years ago, with 
projects for multinational companies entering the coun-
try. Soon afterwards, BCG began serving Chinese enter-
prises and Government entities. In 1993, BCG opened its 
first office in China—located in Shanghai—well ahead 
of other major international management consulting 
firms. 

Financial Institutions has been a cornerstone of BCG’s 
business portfolio in China for many years. BCG serves 

a select number of leading foreign multinational and do-
mestic Chinese clients in the banking, insurance and se-
curities sectors. In particular, the firm has assisted, and 
continues to advise, several large state- and privately-
owned banks in their wide-ranging reform and commer-
cialization efforts. 

Cooperation with these and other clients typically start 
from enterprise-wide strategic themes such as under-
standing customer needs by segment, corporate and 
business strategy, and competitive differentiation. Sub-
sequently, BCG teams, assisted by a global network of 
experts and advisers, have also been instrumental in 
helping our clients build deep professional capabilities 
in key areas such as capital strategy, risk management, 
information technology, marketing, and sales force ef-
fectiveness. 

Consequently, BCG China sees itself as a bridge between 
Chinese and foreign business cultures and practices. BCG 
leadership firmly believes that success in China requires 
a deep understanding of both business perspectives and 
the ability to meld them into a unique way of doing busi-
ness in China.
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�WEALTH MARKETS IN CHINA

Global wealth closed in on its pre-crisis peak 
in 2009, propelled by the strong rebound 
of stock markets. In a year of sharp turn-
arounds, the growth of China’s wealth 
market still stood out. It grew by about 28 

percent from year-end 2008 to year-end 2009, to $5.4 tril-
lion. China had 670,000 households with over a million 
US dollar of financial wealth in 2009, up 60% compared 
to 2008, the third largest population of millionaires in 
the world, behind the United States and Japan.

Despite its remarkable growth, China’s wealth market 
still has tremendous room to expand. China accounts 
for only 5 percent of global wealth, which is smaller 
than its share of global GDP (7 percent). And million-
aire households accounted for only about 0.2 percent 
of all Chinese households, which was far lower than the 
concentrations in the United States (4.1 percent), Hong 
Kong (8.8 percent), and Switzerland (8.4 percent).  

Rapid expansion of China’s wealth market will be fueled 
by the country’s strong economic growth, the rise of pri-
vate sector enterprises, and the further development of 
capital markets. The sheer volume of new wealth pres-
ents an attractive opportunity for growth, but wealth 
managers should focus on the nuances of how and where 
this wealth will be created.

◊ Sources of Wealth Diversification. Entrepreneurs account 
for the majority of China’s high-net-worth (HNW) pop-
ulation1, but there are growing numbers of wealthy 
Chinese who have different sources of wealth, includ-
ing executives, professional investors, and the indepen-
dently wealthy2. In addition, the mix of entrepreneurs 
is diversifying beyond real estate, manufacturing, and 
commodities into industries such as pharmaceutical 
and high technology. 

◊ Geographical Expansion of Wealth. Wealth is spreading 
beyond coastal regions to second and third tier cities in 
inner and western China.

◊ Rise of Affluent Clients. Affluent clients3 are becoming 
more prominent, in terms of both their numbers and 
their wealth. These middle-class clients have a different 
needs and requirements for being served compared to 
HNW individuals.

◊ Integration of Wealth Markets in Hong Kong and China. 
Hong Kong is a popular investment and emigrant desti-
nation for wealthy Chinese, many of whom have Hong 
Kong residences. Hong Kong has become an increas-
ingly important offshore wealth center for China.

To capture opportunities arising from this multifaceted 
growth, wealth managers must develop a clear under-
standing of the needs and selection criteria of different 
kinds of clients. More specifically, they should make a 
clear distinction between onshore and offshore inves-
tors, as well as between affluent and HNW individuals.   

◊ Onshore Versus Offshore. For onshore investors, they se-
lect a wealth manager based on two key wealth man-
agement needs—product and advisory needs. We 
identified four distinct segments: traditional, service-
oriented, product-oriented and advanced. For offshore 
investors, the key selection criteria are the reputation 
of the wealth manager and the quality of relationship 
managers and investment advice. Access to exclusive 
products or “idea generation” is also important. 

1. High-net-worth individuals are those with AUM more than USD 1 million.
2. Independently wealthy refers to people who gained their wealth through 
inheritances, or endowment from family members.
3. Affluent clients are those with AUM between USD 100k to USD 1 million.



�

◊ Affluent Versus HNW Individuals. Affluent customers are 
most concerned with convenience, service quality, and 
the return generated by investment products. HNW 
individuals are less concerned with convenience, and 
more concerned with trust, advisory, service quality, 
and product diversity.

The challenges associated with serving these segments 
will differ between domestic and foreign wealth man-
agers. For domestic wealth managers, the key strategic 
challenge is to develop a comprehensive and consistent 
set of offerings that provides some degree of differ-
entiation in a crowded market. For foreign wealth 
managers, offshore investors will continue to be the 
main driver of growth and profitability in China’s wealth 
market. The operational challenges associated with serv-
ing China’s offshore investors include recruiting talent, 
enhancing product development and improving the re-
turn on assets (RoA). 

China’s onshore market may not contribute significantly 
to the growth and profitability of foreign wealth manag-
ers in the near term due to strict regulatory constraints on 
products that can be sold. However, it is strategically im-
portant to foreign wealth managers. There are three key 
strategic reasons: as a strategic option for the future, sup-
porting other business units and building comprehensive 
offerings. Foreign wealth managers that are interested in 
the onshore market need to address several operational 
challenges, including product diversification, geographic 
coverage and expansion and talent management. 

Overall, China’s wealth market presents an attractive 
growth opportunity. But wealth managers must not mis-
take the phenomenal growth of China’s wealth for an 
easy opportunity. The market, in general, is both com-
petitive and complex, and wealth managers—domestic 
and foreign—will need to overcome significant challeng-
es in order to build a sustainable presence. 



Opportunities in Fast Growing 
Wealth Markets

Global wealth market staged a comeback 
in 2009, increasing by 11.5 percent to 
$111.5 trillion. On the timeline of global 
wealth, the financial crisis appears as a 
temporary dip rather than a drawn-out 

slump. (See Exhibit 1.)

The recovery was driven by resurgent capital markets, 
which accounted for about 70 percent of the $11.5 
trillion increase in wealth. The remainder came from 

increased savings. The weights of these two drivers 
varied considerably. In North America, for example, 
higher market values accounted for 90 percent of the 
growth. In Europe and Asia-Pacific (ex Japan), by con-
trast, higher market values and savings made nearly 
equal contributions to AuM growth. 

China’s wealth increased by about 28 percent to $5.4 
trillion. It was one of the highest growth rates in the 
world. (See Exhibit 2.) The number of millionaire 
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Exhibit 1. Global Wealth Staged a Comeback in 2009
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Source: BCG Global Wealth Market-Sizing Database, 2010.
Note: AuM numbers for all years were converted to U.S. dollars at year-end 2009 exchange rates to exclude the effect of currency fluctuations. 
Percentage changes and global totals of AuM are based on complete, not rounded, numbers. Calculations for 2007 and 2008 are based on the same 
methodology used for the 2009 calculations. Global wealth is measured by AuM across all households.
1United States and Canada.
2Includes Australia and New Zealand.
3South America, Central America, and Mexico.
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4. Households with more than $1 million in financial assets.

households4 increased to 670,000, up 60% from 417,000 in 
2008. It was the third largest population of millionaires, 
behind the United States and Japan. (See Exhibit 3.)

Is China a Rich Country?

China is the largest wealth market in Asia-Pacific (ex 
Japan). By many other measures, however, China is 
not a rich country. For example, it accounts for only 
5 percent of global wealth, compared to 31.5 percent 
and 13.4 percent for the United States and Japan, re-
spectively, and its share of global wealth is smaller 
than its share of global GDP (7 percent). In addition, 
millionaire households account for a very small frac-
tion of China’s households, particularly compared to 
other large economies. (See Exhibit 3.) 

China’s wealth market has substantial room to grow, 
and not simply because it seems relatively underdeveloped. 

Exhibit 2. China As a Fast Growing, Resilient Wealth Market
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Three fundamental drivers will help China maintain its 
remarkable pace of wealth creation: strong economic 
growth, the rise of private sector enterprises, and the de-
velopment of capital markets.

Strong Economic Growth. China’s economy was among 
the first to recover from the financial crisis. Its GDP grew 
by 8.7 percent in 2009. And in the second quarter of 2010, 
China displaced Japan as the second largest economy in 
the world. Much of this recent growth has been driven 
by stimulus investments from the government and from 
state-owned enterprises. At the same time, the Chinese 
government has been actively promoting domestic con-
sumption in an effort to rebalance the economy. A num-
ber of initiatives have been put in place to stimulate con-
sumption for a range of goods, including cars, electrical 
appliances, and construction materials. 

The Rise of Private Sector Enterprises. Over the past 
three decades, China has made a concerted effort to 
promote entrepreneurship. The results have been re-
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Exhibit 3. China Ranks 3rd in Number of Millionaire Household
But HNWI Penetration Is Still Very Low

Number of millionaire
households (thousands)

Millionaire households
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Sources: BCG Global Wealth Report; EIU statistics.
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markable. In 2002, private businesses accounted for 34 
percent of all Chinese companies. By 2008, the percent-
age had doubled, with private businesses accounting for 
more than two-thirds of all Chinese companies. In 2010, 
the Chinese government introduced new regulations to 
further promote private enterprises. The regulations will 
lower entry barriers for private companies in many pre-
viously protected industries. The shift from public sec-
tor to private sector will help create significant wealth 
for Chinese entrepreneurs, as well as for the burgeoning 
middle class. 

Development of Capital Markets. Capital markets are 
critical to wealth creation. They not only allow entrepre-
neurs to monetize their business success, but also allow 
individuals to participate in wealth creation by invest-
ing in growing companies. China’s equity markets have 
seen a surge of market capitalization, along with major 
milestones. (See Exhibit 4.) In September 2009, for ex-
ample, a new stock market—ChiNext—was launched to 
provide SMEs with another option for equity financing. 
From January through October, 2010, RMB 78 billion was 
raised through the ChiNext market. As a percentage of 

GDP, China’s capital markets are still relatively small, at 
40 percent. In developed countries, by comparison, capi-
tal markets are often more 70 percent of GDP5.  There is 
still plenty of room for capital markets to grow.

China is, in many respects, a developing country. But it 
is also one of the fastest growing, most dynamic wealth 
markets in the world, and it is certain to become in-
creasingly significant for wealth managers in the coming 
years.

Emerging Trends and Opportunities

The sheer volume of new wealth in China presents an 
attractive opportunity for growth. But to build a pres-
ence, wealth managers should focus on the nuances of 
how and where this wealth will be created. More specifi-
cally, they should understand how the creation of wealth 
has become more diverse, in terms of its sources and its 
geographic spread, and also in terms of client segments. 

5. 68% for Japan, 79% for US in 2009.
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Wealth managers should also understand the implica-
tions of the ongoing integration of wealth markets in 
Hong Kong and China.

Sources of Wealth Diversification. Entrepreneurs ac-
count for the lion’s share of China’s wealth market. Most 
have come from a handful of sectors, including real es-
tate, manufacturing, and commodities. In recent years, 
however, more entrepreneurs have begun to emerge 
from other sectors, such as high technology and health 
care. Exhibit 5 shows the evolving mix of the top five 
industries for IPOs in Hong Kong, Shenzhen, and Shang-
hai. The shifting mix was also reflected in China rich lists 
in 2010. For the first time in ten years, there were no 
property tycoons in the top five. 

Although much of China’s wealth can be traced back to 
entrepreneurs, several other groups have been gaining 
prominence. Three segments, in particular, have been 
increasing their share of the wealth market: executives 
and professionals, professional investors, and the inde-

Exhibit 4. Strong Growth in Chinese Equity Markets
Accompanied by Major Milestones 
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20,000

30,000

40,000
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6/1/1020092008200720062005200420032002
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First financial 
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Credit rating of 
fixed income 
securities & listed 
companies
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Shenzhen 
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Equity index 
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China Stock Markets Tradable and Total Market Capitalization

Sources: CSRC; literature research.
1Qualified Foreign Institutional Investors.
2Qualified Domestic Institutional Investors.

pendently wealthy. Their growing fortunes have been 
driven largely by increasing executive compensation, the 
booming property and stock markets, and the transfer of 
wealth from entrepreneurs to their family members. 

Geographic Expansion of Wealth. Wealth in China 
is highly concentrated. Six regions accounted for more 
than half of the wealth owned by millionaire house-
holds in 2009: Guangdong, Shanghai, Zhejiang, Beijing, 
Jiangsu and Shandong. The government is committed 
to expanding economic growth beyond these coastal re-
gions, to create a more balanced development model. 
In China’s 12th Five-Year Plan (2011-2015), Central and 
Western regions are expected to attract more invest-
ments. This will lay the groundwork for wealth to spread 
across China—and, more specifically, into inner cities 
away from the coast. 

The Rise of Affluent Clients. According to the BCG 
global wealth database, the household wealth of Chi-
na’s affluent segment, which includes individuals with 
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$100,000 to $1 million in assets under management 
(AuM), has been growing at an average annual rate of 
more than 12 percent over the past five years. The rise 
of the China’s affluent segment provides tremendous 
opportunities for banks to serve their financial manage-
ment needs, and to develop a base of potential private-
banking customers.

Integration of Wealth Markets in Hong Kong and 
China. Since 1997, the economies of Hong Kong and the 
mainland have become increasingly integrated. Hong 
Kong is an important investment and emigrant destination 
for wealthy Chinese. (See Exhibit 6.) In fact, many wealthy 
Chinese already have Hong Kong residency, and some have 
listed their companies there. In addition, with Hong Kong 
becoming an offshore center of RMB products, it is expect-
ed to attract more investment from wealthy Chinese. The 
skyrocketing Hong Kong property market offers further ev-
idence of the massive influx of Chinese investments. Hong 
Kong’s importance as a destination for Chinese wealth will 
likely become more prominent going forward. 

Implications and Opportunities for Wealth 
Managers

Wealth managers need to understand how the four ma-
jor trends associated with the growth of wealth will lead 
to new opportunities. Forward-thinking wealth manag-
ers will begin to retool their business models to capture 
these opportunities. 

Sources of Wealth Diversification. Most wealth man-
agers have geared their business models to serve entre-
preneurs. But as other client segments become more 
important, wealth managers should review whether 
their business models are capable of keeping up with 
the growth. These segments are likely to have distinct 
needs. Does the wealth manager have the capabilities 
or offerings that these clients need? How will segment 
needs evolve as wealth matures?

Geographic Expansion of Wealth. As more wealth is 
created in second and third tier cities, local banks have 

Exhibit 5. Wealth Generating Industries Less Concentrated1 and Changing
1

Top 5 industries raised ~90% funds2 Top 5 industries raised ~78% funds

10.8%

Energy and Power4.8%

Real Estate5.8%

Retail10.8%

Commodities17.5%

Manufacturing50.2%

Total100.0%

Others %9.12

Retail 7.7%

Healthcare 9.7%

Commodities 15.7%

High Technology 19.6%

Manufacturing 25.3%

%0.001

Proceeds raised 
from top five 

industries are of 
78.1% of total 

proceeds raised

Proceeds raised 
from top five 

industries are of 
89.2% of total 

proceeds raised

2008 Chinese companies IPO
funds raised 

2010 YTD3  Chinese
companies IPO funds raised 

Others

Total

Source: Thomson SDC.
1Financial industry and insurance industry are excluded from the ranking.
2Chinese companies newly listed on Shanghai, Shenzhen and Hong Kong stock exchange, for full year of 2008, in terms of funds/proceeds raised and 
overallotments, financial industry is excluded from this list as usually it is dominated by state owned banks in the market.
3Chinese companies newly listed on Shanghai, Shenzhen and Hong Kong stock exchange, for year 2010 by end of September, in terms of funds/proceeds 
raised and overallotments.
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been expanding their priority banking and private bank-
ing outlets in recent years. These outlets are often costly 
to build and run. Wealth managers need to reassess 
their coverage models and design a cost efficient outlet 
or channel model with optimal coverage to capture op-
portunities in these new markets.

The Rise of Affluent Clients. There is a lack of differ-
entiation between priority banking and private banking 
offerings. Consequently, the specific needs of each tar-
get segment are probably not being fulfilled. In addition, 

there is limited differentiation among the offerings in 
each of the two categories. Wealth managers that can 
develop distinct offerings have an opportunity to gain 
market share among affluent clients.

Integration of Wealth Markets in Hong Kong and Chi-
na. This is a key opportunity for foreign wealth manag-
ers, as well as for Chinese wealth managers that have a 
presence in Hong Kong. Wealth managers need to assess 
whether their current capabilities will allow them to cap-
ture this growing opportunity.

Exhibit 6. Tighter Integration of Hong Kong and Mainland Economies

Sources: Hong Kong Stock Exchange; Hong Kong government statistics.
1As of September 2010.
2The sum of H share and red chip companies however still underestimates total Chinese related companies as some Chinese companies are registered in 
Hong Kong therefore counted as Hong Kong companies by Stock Exchange. 
3Immigration approved under Hong Kong Capital Investment Entrant Scheme.
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How Do Different Clients Select 
Their Wealth Managers?

For wealth managers to capitalize on the 
growth of China’s wealth market, they 
must first understand the needs of wealthy 
clients and the criteria they use to select 
a wealth manager. They should also rec-

ognize that this is an extremely dynamic sector, for 
wealth managers and clients alike. Wealth manage-
ment is a relatively new concept in China. It only be-
gan to emerge in the past decade, and it has taken off 
in tandem with the country’s wealth. In 2002, there 
were only 130,000 millionaire households in China. By 

2009, the number had increased more than fivefold to 
670,000.

The financial crisis reordered the priorities of wealth 
management clients in markets around the world—Chi-
na was no exception. Up until a few years ago, during 
the boom in stock and property markets, most clients 
were focused almost exclusively on returns; they had 
little regard for risk. Their expectations were high, to say 
the least. It was not uncommon for them to be seeking a 
15 percent annual return on risk free products. Since the 

Exhibit 7. Needs and Selection Criteria of Wealthy Chinese
Along Two Key Dimensions–Affluent vs. HNWIs; Offshore vs. Onshore

Onshore Offshore

Investment
locations

Affluent
($100 k-1 mn)

HNWIs
(Over $1 mn)

Wealth
level

Sources: Interview; survey; Global Wealth Database; BCG analysis.

Affluent customers

◊ Broad financial needs beyond wealth
management including transaction, 
financing, etc. 

◊ Key selection criteria are convenient,
service quality and return of investment 
products

HNWIs

◊ Stronger needs on wealth management

◊ More comprehensive wealth managements 
–not only about investment products

◊ Key selection criteria are trust, service 
quality and product diversity Onshore

◊ Wealthy Chinese prefer to keep majority of their assets onshore

◊ Four segments with distinct selection criteria

Offshore

◊ Wealthy Chinese with overseas connections; trust is most crucial

◊ Key selection criteria are brand, quality of RM, investment 
advisory and access to “exclusive products”
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onset of the crisis, many Chinese clients have gained a 
deeper understanding of risk and a more rational expec-
tation for the return on investment.

To understand the needs of wealthy Chinese clients, wealth 
managers should focus on the differences between two 
sets of investors: onshore versus offshore clients, and afflu-
ent clients ($100,000 to $1 million in AuM) versus HNW 
clients (more than $1 million in AuM). (See Exhibit 7.)

Onshore Versus Offshore

Needs of onshore clients. The vast majority of wealthy 
Chinese prefer to keep most of their assets in China, for 
several reasons. They expect strong economic growth to 
lead to great investment opportunities, along with the 
continued appreciated of the RMB. They are also more 
familiar with domestic investment opportunities.

Wealthy clients who keep the bulk of their wealth on-
shore—the vast majority of clients in China—can be 

segmented into four groups based on their criteria for 
selecting a wealth manager. (See Exhibit 8.) 

◊ Traditional clients are frequent users of transaction-
related banking services such as deposits, payments, 
and foreign exchange. Their primary selection crite-
ria are efficiency and the channel experience—they 
expect privileged treatment, especially at physical 
outlets.

◊ Service-oriented clients value tailored, professional ad-
vice. They tend to select wealth managers based main-
ly on the quality of the relationship managers (RM). 
Their ability to develop a close relationship with an 
RM is also critical. Value-added service such as access 
to airport lounge, medical services, etc. are also impor-
tant.

◊ Product-oriented clients choose their wealth managers 
with a view toward diversifying their investments and 
maximizing their returns. They choose providers with 

Sources: Customer interviews; BCG analysis. 
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strong product management capabilities, exclusive pro-
prietary products. They also expect their wealth man-
agers to provide timely market updates and product 
information, either through an RM or other channels 
(including online). Many of these clients are self-direc-
tors who prefer to make their own investment deci-
sions—and therefore do not put a premium on advice.

◊ Advanced clients, like product-oriented clients, are in-
terested in diversification and returns. Unlike product-
oriented clients, however, they expect to receive pro-
fessional and tailored advice from RMs. This segment 
accounts for the smallest share of onshore clients.

There is some correlation between the source of a per-
son’s wealth and their fit with one of these four categories. 
Entrepreneurs can belong to any of the four categories, 
depending on the development stage of their business. 
Those whose businesses are in the early stages of de-
velopment generally belong to the traditional segment. 
They tend to mix personal finance with business finance. 
As their business mature, they often move towards the 

advanced segment. Many of the independently wealthy, 
along with some professionals and executives, could be 
categorized as service-oriented clients. But professionals 
and executives who work in the financial industry usually 
belong to the product-oriented segment. (See Exhibit 9.)

Needs of Offshore Clients. Many wealthy Chinese do 
have an interest in offshore investments, primarily because 
they have overseas connections. Some have studied or 
worked overseas, or are planning to emigrate or send their 
children to study abroad. Emigration, particularly to Hong 
Kong, has been a growing trend among wealthy Chinese. 
Offshore investments have also been driven by the creation 
of wealth overseas, either through business activities (for 
example, international trading) or financial events (such 
as an offshore IPO or bond issuance). In addition, some 
wealthy individuals are simply interested in the broad range 
of investment products available in the offshore markets.  

For offshore clients, trust is a critical issue. Their key se-
lection criteria are a financial institution’s brand, along 
with the quality of its RMs and investment advice. For 

Exhibit 9. Overlay of Source of Wealth Segments with Four Customer Segments with 
Different Selection Criteria

Sources: Customer interviews; BCG analysis.
Note: Specific segment size data is hard to identify, therefore indicated here with the same size bubbles.
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ultra-high-net-worth (UHNW) individuals, access to ex-
clusive investment opportunities—including IPOs, pri-
vate equity funds, co-investment opportunities, proprie-
tary funds, and customized investment research—is also 
important. As a result, these clients tend to gravitate to-
ward institutions that are able to leverage other business 
units like investment banking and asset management.

Affluent Versus HNW Individuals

Affluent clients have a broad set of financial needs rang-
ing from basic transactions to complex investments. They 
prefer financial institutions that can meet most, if not all, 
of their needs. Generally, affluent clients use around two 
to four banks, with the primary bank taking anywhere 
from 50 to 70 percent of their assets. Their wealth man-
agement needs are primarily product-driven, and they 
are mainly concerned about generating strong returns 
and having access to convenient, high quality services. 

HNW clients tend to have more sophisticated needs 
than affluent clients. HNW clients typically have four 
to six banking relationships, with the primary bank tak-

ing 30 to 40 percent of their assets. Their interests often 
extend beyond investment advice. For example, some 
need advice on succession planning or the financial man-
agement of their business and personal assets. UHNW 
clients—billionaires—sometimes seek advice on how to 
spend their wealth. They might be interested in estab-
lishing private art museums or philanthropic organiza-
tions. 

Compared to affluent clients, HNW and UHNW individ-
uals are less interested in the transactional elements of 
wealth management—convenience is not a key selection 
criteria, for example—and more interested in trust, the 
quality of service, and product diversity. They also value 
wealth managers who are capable of generating fresh 
ideas across a range of interests, including investments, 
succession planning, business continuity, and philan-
thropy. In general, UHNW individuals tend to focus less 
on accumulating additional wealth, and more on using 
their wealth to fulfill other aspirations.
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Challenges to Capturing 
Growth Opportunities  

China’s onshore and offshore wealth mar-
kets pose distinct challenges. These chal-
lenges, in turn, vary among different types 
of wealth managers, such as local banks 
and international competitors. 

Onshore Market

China’s onshore wealth market is large and under-deve-
loped, and many players are still in “land grab” mode. 
Banks are leading the charge. Most began segmenting 
their customers in 2002 by offering priority banking ser-
vices to affluent customers. (See Exhibit 10.) In 2007, sev-

eral local and foreign banks began introducing private-
banking services in China. Bank of China was the first 
local bank to provide onshore private-banking services. 

China has also seen a proliferation of wealth manage-
ment products. They once numbered in the dozens and 
now number in the thousands. The explosive growth of 
this market has begun to attract more non-bank players 
such as securities firms, trust companies, asset manage-
ment companies, independent financial advisors (IFAs) 
and investment consulting firms. But although many 
financial institutions have converged on this market, it 
is impossible for a single wealth manager to provide a 

AuM (10K RMB)
200 800 1,000100505 50020

Wealth Management Affluent Banking Private BankingMass

20 008001
Private BankingICBC Wealth ManagementICBC
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000,100505
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Sources: Literature research; BCG analysis.
1Clients with RMB 100-500K can apply for Silver card; clients with RMB 500-1,000K can apply for Gold card; those with over RMB 1 million can apply for 
Diamond card.
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Exhibit 10. Customer Segmentation of Selected Local Banks
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truly comprehensive offering, due to the sharp segrega-
tion of financial models in China.

The onshore market remains focused on investment 
products instead of advisors and services. On the de-
mand side, many clients are not sophisticated enough to 
manage their own wealth. They are increasingly aware 
of product risk. But majority remain focused on chas-
ing product returns. On the supply side, wealth manag-
ers have concentrated on driving growth by providing a 
wide variety of products and actively pushing product 
sales at the front line.  

Competition in this market is intensifying. While some 
wealth managers have captured a larger share of the 
market, the competitive landscape is not set in stone and 
is evolving fast. There are still opportunities for every 
player to build a successful wealth management busi-
ness in China. These opportunities (and challenges) vary 
among different types of wealth managers: local banks, 
foreign banks, and non-bank institutions.

Local Banks. Local banks dominate an increasingly 
competitive onshore market in China, with the big four 
banks, joint-stock banks, and city-commercial banks all 
actively pursuing wealth opportunities. Their approach-
es to the onshore market can be characterized by two 
broad trends:

◊ Re-segmentation. Some banks have lowered the entry 
level for priority banking in order to cover a larger cus-
tomer base, but others have introduced an additional 
tier of service between priority banking and private 
banking. This re-segmentation is often based on dif-
ferentiated channels, with each segment served by a 
different outlet format. The downside of this approach 
is twofold: it is expensive, and it makes it difficult to 
provide a seamless and consistent customer experience 
across channels.

◊ Development of Private Banking. Local banks, especially 
the larger banks, are aggressively building their private-
banking businesses along two different development 
paths. Banks that have a large retail customer base—
typically the big four PRC banks and selected national 
banks—are focusing on protecting and better serving 
their existing clients by upgrading them to private bank-
ing status. Banks that have a smaller retail client base 

are more often hiring their private-banking RMs to ac-
quire HNW customers.

Regardless of their approach to the onshore market, lo-
cal banks are likely to face a range of challenges to grow-
ing their wealth-management businesses. 

◊ Difficult to Provide a Seamless, Differentiated Customer 
Experience. Local banks have been building high-end 
outlets to cater to wealthy clients, but the scope of 
these networks remains limited. Many wealthy cli-
ents still tend to do much of their banking in nearby 
normal outlets, which do not offer preferential treat-
ment to them. In addition, most banks try to differ-
entiate their offerings by providing various kinds of 
value-added services. But for many wealthy clients, 
these services are not important for them to select a 
bank. 

◊ Difficult to Manage Customer Migration. Similar to over-
seas experience, local banks are having difficulty 
migrating customers to higher segments. Some cus-
tomers may not want to upgrade if they have strong 
relationships with their existing RMs, but banks face 
even more resistance from outlets, which do not want 
to lose their best customers. It is critical for banks to 
develop the right approach and organize their internal 
resources in a way that facilitates this migration. This 
was cited as a key challenge by more than half of the 
banking respondents in our research.

◊ Lack of Product Diversity. Local banks have made great 
strides in product development. Many are now manu-
facturing large numbers of investment products or are 
sourcing them from third parties, such as trust compa-
nies or fund management companies. Although the in-
vestment needs of affluent customers have been large-
ly addressed, the needs of more sophisticated HNW 
clients are not fulfilled. The range of investment prod-
ucts in China remains narrow compared to the range 
of products available in more developed markets. For 
example, HNW clients in many overseas markets are 
able to hedge their existing positions or respond to 
particular market trends through derivatives, but not 
all these products are available in China.

◊ Lack of Wealth Management Talents. As the wealth man-
agement industry is relatively new to China, it is dif-
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ficult to find talent in many key positions, including 
RMs, investment specialists, product managers, and 
risk and compliance managers. The rapid growth of 
China’s wealth has only exacerbated the problem. 
In particular, the lack of good RMs is hampering the 
growth and service quality of private banks.

◊ Inadequate Risk Management. Risk management for 
wealth managers is different from risk management in 
the traditional banking business. It is more about prod-
uct risk and investment suitability. Many Chinese banks 
have yet to build risk management capabilities specifi-
cally for wealth management, and instead rely on their 
existing capabilities, which are more designed for man-
aging market and credit risks for the bank.

◊ Unclear Return of Private Banking Business. Many local 
banks have made significant investments in develop-
ing private banks or high-end priority banking services. 
Their focus has been mainly on adding costly services—
for example, opening expensive outlets and providing 
value-added services—rather than developing differ-
entiated offerings. In fact, many of products provided 
through private banking services are quite similar to 
those provided to the average banking customer. The 
return of investment in developing private banking 
may not be clear to some banks.

Foreign Banks. Foreign banks have also enjoyed strong 
growth in China’s onshore wealth market, but their geo-
graphic and product coverage—along with their overall 
market share—is still limited. After a slight set back dur-
ing the financial crisis, foreign banks in China are once  
again on a path of rapid growth.

Foreign banks are targeting select client segments. They 
differentiate themselves from local banks through better 
trained RMs and more comprehensive wealth manage-
ment services. For example, foreign private banks are 
selective about their clients. These banks not only assist 
their clients in investing, but also in giving and spending. 
Foreign banks face a unique set of challenges in China’s 
onshore market:

◊ Limited Product Offering. Stringent regulatory policies 
govern the provision of advisory services and invest-
ment products by both local and foreign banks. Some 
foreign banks have yet to obtain a full RMB license, 

while others have yet to obtain all of the product licens-
es necessary to provide a comprehensive offering.

◊ Restricted Geographic Expansion. Foreign banks have a 
relatively small branch footprint in China. It will take 
time for them to broaden their geographic coverage. For 
banks that are focused mainly on private banking, the 
lack of coverage is not a major issue as coverage is less 
critical. However, for priority banking services, the lack 
of coverage could impair their ability to expand their ser-
vices to lower customer wealth tiers, since branches are 
the key to acquiring and serving affluent customers.

◊ Lack of Wealth Management Talents. Similar to local banks, 
foreign banks have difficulty in finding experienced peo-
ple for the wealth management business. They are, how-
ever, better placed to attract and train talent.  

◊ Yet Achieved Scale and Profitability. Foreign banks have yet 
to achieve scale and profitability in China, apart from a 
handful of players that started early and now have a 
relatively broad presence. For most foreign banks, their 
private banking businesses in China are in the early 
stages of development.

Non-Bank Institutions. In recent years, many non-bank 
players have expanded into wealth management. Secu-
rities firms are by far the largest and most important 
non-bank players. Leading securities firms have large 
customer bases and broad geographic coverage, both of 
which are helpful to building a strong wealth manage-
ment business. Similar to banks, they have started to seg-
ment customers; many are now offering more advanced 
services and investment advice to high-end clients. For 
example, Guosen Securities has five levels of segmenta-
tion, with access to investment advisory services rang-
ing from SMS to one-on-one advice from top investment 
experts.  However, most securities firms focus primarily 
on securities trading and have yet provided full fledged 
wealth management offerings.

Trust companies and asset management companies are 
also expanding into wealth management, mainly as man-
ufacturers of investment products. Some are also expand-
ing into distribution. They manufacture these products 
by partnering with banks or investment consulting firms. 
The products are sold primarily through banks or securi-
ties firms; a small portion is sold directly to clients. Trust 



20

products have been very popular among the onshore cli-
ents. But these companies are restricted by their specific 
range of business. 

Some foreign institutions have invested in trust compa-
nies, potentially to use them as product manufacturing 
platforms, while others may consider leveraging trust 
companies for origination and distribution capabilities.

Other emerging non-bank players are independent fi-
nancial advisors (IFAs) and investment consulting firms. 
IFAs primarily sell trust products, along with some in-
vestment advisory services. Investment consulting firms 
partner with trust companies to offer securities invest-
ment trusts. Regulatory environment for these compa-
nies are unclear. Their quality also varies widely. Thus 
affects the future development of these companies.

Offshore Market

China’s offshore market is dominated by large inter-
national banks. These banks are able to leverage their 

commercial banking, investment banking, and asset 
management businesses to provide a comprehensive 
wealth-management offering. But there are also many 
midsize and boutique firms in the region serving off-
shore clients from China. There are five distinct offshore 
private-banking business models in Asia: universal pri-
vate banks, standalone boutiques, investment banks, 
product distributors, and commercial banks. (See Ex-
hibit 11.)

Some of the large international banks suffered a pro-
found loss of client trust as a result of the financial crisis. 
Assets flowed away from these institutions and toward 
smaller regional or local financial institutions, particular-
ly boutique firms and commercial banks. Many of these 
banks are redoubling their efforts in win back clients 
that were dislocated by the crisis. 

For foreign banks, China’s offshore market will continue 
to be a more attractive, accessible opportunity, com-
pared to the country’s onshore market. Still, these banks 
face a range of challenges in serving offshore investors.

Exhibit 11. Distinct Business Models Seen in Asia-Pacif ic
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Value to clients through access to 
products and expertise
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balance sheet for a range of needs 
e.g. lending for physical property 
investments

“Product distributor” “Commercial bank”
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◊ Competition for Talent. With the growth of emerging 
markets once again eclipsing the growth of developed 
markets, virtually all global and regional institutions are 
planning to expand their wealth management business-
es in Asia. Many have announced aggressive plans for 
growth. Demand for talent is outstripping supply.

◊ Need to Strengthen Product Development Capabilities. Asian 
investors—and Chinese investors in particular—like to 
trade and are attracted to good investment ideas or 
products. For UHNW clients, especially, access to ex-
clusive products will be important. Therefore, wealth 

managers need to have strong product development 
capabilities, along with comprehensive offerings that 
include access to IPOs, corporate finance, PE funds, 
hedge funds, and proprietary funds.

◊ Compressing RoA. Revenue margins have been com-
pressed by a host of factors including lower transaction 
volumes, the shift to low margin products, and tougher 
price negotiations on the part of clients. (See Exhibit 
12.) Wealth managers should make a concerted effort 
to understand their key revenue drivers and develop 
strategies to improve RoA.

Exhibit 12. Challenging RoAs in Asia
Weighted Average of Revenue Margins (RoA) in 2008 and 2009–Regional View 

Sources: BCG Wealth Manager Performance Database 2005, 2007, 2009, and 2010.
Note: Averages are weighted.
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Strategies for Capturing 
Growth Opportunities

D omestic and foreign wealth managers 
face distinct challenges in capturing op-
portunities for growth in China. Some 
of these challenges are more strategic; 
others are more operational. And while 

the issues will vary among wealth managers, there are 
several actions that will be critical for nearly all domes-
tic or foreign institutions that are committed to build-
ing a strong presence in China’s onshore and offshore 
markets.

Domestic Wealth Managers

For domestic wealth managers, the key strategic challenge 
is to develop a comprehensive, differentiated set of wealth 
management offerings for discrete clients segments. Their 
strategy should be guided by several considerations:

◊ Number of Client Segments. What is the optimal level of 
segmentation? With greater segmentation, banks can 
offer more refined services that target different tiers of 

Customers being served as 
priority banking customers at 
normal branches, but no priority 
banking RM assigned to them

Exhibit 13. Existing Coverage Models in Chinese Banks
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Sources: Interviews; banks website; literature research; BCG analysis.
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clients. But defining more segments increases the cost 
to serve and creates more complexity, in terms of both 
internal management and customer migration.

◊ Differentiation Across Segments. Segmentation is only 
meaningful when the actual level of service varies sig-
nificantly among segments. In other words, segmenta-
tion should be based on something deeper than simply 
having different outlets for different clients.

◊ Consistent Service Across Channels. Instead of focusing on 
the client experience at wealth management centers, 
banks need to manage the customer experience across 
all touch points. This is particularly important for tra-
ditional segments who frequently transact in normal 
bank outlets. Exhibit 13 shows the current coverage 
model options for Chinese private banks.

◊ Customer Migration. How proactive should a bank be in 
driving customer migration? How can a bank best mi-
grate customers from one segment to another? Exhibit 
14 shows three typical approaches to tackling this issue. 
The ideal solution will vary according to the bank’s or-
ganization setup and culture.

At an operational level, domestic wealth managers need 
to respond to several challenges:

◊ Recruiting and Training Talent. Given the short history of 
China’s wealth management market, there is a lack of 
talent to satisfy the growing demand of all providers. 
This is more acute at the high end wealth segment—pri-
vate banking. Many banks have geared up their efforts 
on training and internal certification, but banks should 
also develop structured sales and service processes to 
help ensure that less experienced employees are able to 
deliver a consistent customer experience. The processes 
should differ for affluent and HNW clients, based on 
their distinct needs. Exhibit 15 illustrates a client advi-
sory process for affluent customers.  

◊ Strengthening Risk Management. Strong risk manage-
ment ensures that banks fulfill their fiduciary duties for 
their customers. But strong risk assessment capabilities 
can also help banks develop a better understanding of 
customers, which in turn can lead to better investment 
advice and a superior customer experience. In wealth 
management, risks are primarily driven by product 
risk (due diligence) and client risk (investment suitabil-

Exhibit 14. Three Common Approaches in Customer Migration

Approaches Description

Incentivize original RM

1

Set compulsory target

2

Automatic upgrade

3

Reward Affluent Banking RM for upgrading
◊ Tangible bonus/awards or revenue shadowing for both old and new 

RMs (Usually for 1 year, extra incentive will have to be paid by banks)
◊ Affluent banking RM still tends to keep customers as revenue source 

in the long run

Build into part of goal setting or KPI
◊ Compulsory target usually set at branch level
◊ RM reluctant to upgrade without tangible and immediate incentive

Auto-upgrade clients to Private Banking once AuM hits threshold
◊ Unified and systematic approach
◊ Possible for RM to manipulate client’s AuM to avoid upgrade when it is 

close to threshold 

Sources: Interview; BCG analysis.
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Exhibit 15. Example of a Structured Client Advisory Process for Affluent Customers
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ity). Exhibit 16 shows a framework for handling these 
two risks. A systematic approach needs to be built to 
manage these risks.

◊ Improving Return of Private Banking Business. Banks have 
to make substantial investments in order to serve high-
end clients. But the returns on these investments are 
not always measured, and sometimes the results are 
questionable. Banks need to manage such investments 
carefully. In particular, they should use cost-efficient 
channel or coverage models when expanding into sec-
ond and third tier cities. In addition, a revenue model 
needs to be established specifically for high-end seg-
ments, to ensure that banks realize a proper return on 
the investment made to serve these clients.

Foreign Wealth Managers

For foreign wealth managers, the offshore market will con-
tinue to be the main driver of growth and profits in the 
near term. The challenges for foreign banks targeting Chi-
na’s offshore investors include:

◊ Recruiting and Training Talent. The “war for talent” is 
returning. Foreign wealth managers need to consider 
how to build the talent pool, particularly for RMs. In 
addition, a key learning from the recent financial cri-
sis was that many newly recruited RMs were not well 
equipped to serve clients. So wealth managers must 
make a concerted effort to improve the training and 
coaching of less experienced RMs, to ensure a consis-
tent, high quality customer experience.

◊ Enhancing Product Development. Access to innovative 
and exclusive products is important to some clients. 
Foreign wealth managers have three options for pro-
viding such products: manufacture in-house, leverage 
other business units within the group, or source the 
products from external providers.

◊ Improving RoA. To addressing the decline in RoA, 
wealth managers need to address all of the key im-
provement levers. (See Exhibit 17.) In particular, they 
should explore opportunities to replace the high-mar-
gin structured products where customer demand has 
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Exhibit 16. Product and Client Risk Management
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classification and 
pricing

◊ Design product 
marketing

◊ Establish product 
factsheet for training

◊ Set up the sales and 
advisory process for 
different client types

◊ Design the monitoring 
system to audit the 
process

◊ Set up fulfilment/order 
management system 
for future tracking on 
statement or 
transaction advice

◊ Offer tools and 
services to help client 
to manage risk

◊ Should the bank offer 
the products?

◊ Should the product be 
manufactured in-house 
vs. external sourcing?

◊ Is additional licensing 
required?

◊ How should the third 
party providers be 
evaluated?

◊ What is the 
counterparty risk?

◊ How should products 
be classified?

◊ What is the risk and 
return characteristic of 
the product? 

◊ How can the risk and 
return profile of 
products be properly
documented?

◊ How to assure that all 
RMs are trained on the 
new products?

◊ How should the 
process be structured 
to sell right products to 
right clients?

◊ How should the 
process be designed to 
be auditable?

◊ Should a solicitation or 
non-solicitation
approach be taken?

◊ How should the 
fulfillment/order 
management be set up 
to ensure transparency 
and to minimize fraud/ 
errors?

◊ What additional risk 
services are demanded 
by clients?

Key 
steps

Key risk 
manage-

ment
consi-

derations

Product Risk Management Client Risk Management

declined significantly with other types of offerings. 
One potential area is real estate investment, which 
appeals to many Chinese investors but has not tra-
ditionally been a focus for foreign wealth manag-
ers. Recently, however, some wealth managers have 
been developing capabilities to support such invest-
ments.

Although China’s onshore market may not contribute sig-
nificantly to the growth and profitability of foreign wealth 
managers in the near term, it is strategically important for 
foreign wealth managers. There are a number of strategic 
reasons for developing an onshore presence:

◊ Option for the Future. Operating history in China is often 
a prerequisite for wealth managers to expand geographic 
coverage and offer new products. It also takes time to 
obtain all of the licenses, build sufficient geographic cov-
erage, understand the markets and establish a brand in 
China. Having a presence now will allow banks to be 

ready to capture opportunities once the onshore mar-
ket becomes more developed and accessible.

◊ Supporting Other Business Units. The wealth manage-
ment business could help support other business units 
in China. For example, it can attract deposits and pro-
vide a source of funding to other business units such 
as corporate banking. There are also cross-selling op-
portunities for corporate and investment banking, 
as most private banking customers are entrepre-
neurs.

◊ Comprehensive Offering. The onshore offering can 
complement the offshore offering. This would allow a 
bank to provide comprehensive services to wealthy cli-
ents. 

Foreign wealth managers also need to address a set 
of operational challenges to building onshore busi-
ness:
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Exhibit 17. Operational Levers to Improve Revenue Margin

Operating levels to 
improve RoA

Pricing

Investment
mandates

Asset
allocation

Portfolio
activity

Expand priced items

Increase discretionary-mandate penetration

Develop new and innovative mandates

Reallocate assets

Increase share of in-house products

Promote preferred third-party providers

Increase active-advisory capabilities

Adjust list prices

Improve price realization

1

2

3

4

Sources: Interview; BCG experience.

◊ Expanding Product offering. To provide a comprehensive 
wealth management offering, foreign wealth managers 
should consider building multiple onshore platforms. 
For distribution, they should explore two platforms: 
banks versus securities firms. For product manufactur-
ing, they should consider leveraging trust companies 
and asset management companies.

◊ Brodening Geographic Coverage. Given the restrictions on 
geographic expansion, foreign wealth managers need 
to consider their optimal coverage model, particularly 
in light of the growing wealth in second and third tier 
cities. Compared to priority banks, this is less of a con-
cern for private banks, as wealthy Chinese frequently 
travel to top tier cities and can be served through an 
outreach model.

◊ Recruiting and Training Talent. In some respects, foreign 
wealth managers are better positioned to overcome the 
challenges of the talent shortage. For example, some pri-
vate banks have their local recruits seconded and trained 

by their offshore business. This will also facilitate the co-
ordination of the two businesses in the future.

◊ Achieving Scale and Profitability. Focusing on high-net-
worth individuals in the near term will not provide 
scale and profitability. Some foreign wealth managers, 
in particular commercial banks, have been targeting 
mainly affluent customers in order to achieve better 
scale and profitability. Some have even integrated their 
private banking and affluent businesses in China in or-
der to simplify operations and maximize synergies.

China’s wealth market is growing at a very fast pace, 
and it presents many opportunities for those who 

are ready to capture them. The key to success is to have 
a well-defined action plan that explicitly addresses the 
strategic and operational challenges and is grounded in 
a clear understanding of both customer needs and the 
competitive landscape.
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