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Abstract 
Rigid redemption has accompanied China's trust industry through the golden decade, 
but on April 27, 2018, the "Guiding Opinions on Regulating the Asset Management 
Business of Financial Institutions" jointly issued by the Central Bank, the China Banking 
and Insurance Regulatory Commission, the China Securities Regulatory Commission and 
the State Administration of Foreign Exchange was forcibly called stop. Based on the 
origin of rigid redemption, starting from the impact of rigid redemption on the trust 
industry, this article analyzes the development prospects of the trust industry under the 
background of new asset management regulations breaking rigid redemption, and 
provides relevant suggestions. 
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1. Introduction 

From 2008 to 2017, the asset scale of China's trust industry increased from 1.22 trillion yuan 
to 26.25 trillion yuan. This "golden decade" of rapid growth is exactly the ten years of rigid 
payment in the trust industry. In the "New Regulations on Asset Management" issued in 2018, 
rigid redemption is mentioned in 9 places in the full text. Article 6 expressly prohibits rigid 
redemption. Article 19 also stipulates detailed punishment measures. There is no doubt that 
the introduction of the "New Asset Management Regulations" will accelerate the 
transformation of the trust industry. Rigid redemption is an implicit guarantee. Investors 
transfer their own risks to trust companies, which does violate the principle of buyer's conceit, 
but is it really useless and must be beaten to death? So why is rigid payment in the "Golden 
Decade" so popular? This starts with the traceability of rigid payment.  

2. Traceability of Rigid Payment 

2.1. Lack of Trust Leads to Capital Preservation Dependence 
The principal's distrust of the trustee is the fundamental reason for the existence of the 
guarantee clause. Trust is the core of trust business. Insufficient disclosure of trust operation 
information and insufficient understanding of the trust system lead to the lack of trust of the 
trustor in the trustee. 
2.1.1. The Core of the Trust System is Trust 
The trust system in my country is established with reference to the United Kingdom and the 
United States. The United Kingdom and the United States trust system originates from the 
benefit system and the dual ownership structure system[1]. It entrusts assets based on trust in 
others. The trust relationship is the foundation for the establishment and maintenance of the 
trust legal relationship. 
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2.1.2. Reasons for the Lack of Trust 
First, trust has been introduced into my country for more than 30 years. As an imported product, 
the public knows little about it, and insufficient understanding of the system leads to a lack of 
trust; Information is disclosed during the establishment, management, and liquidation phases 
of the plan, but it is in kind. The content of information disclosure is often too simple, mostly 
conclusive content that has been processed and modified, lacking objective data, and the client 
cannot make risk measurement and rational decision based on this. Asymmetric information 
leads to a lack of trust. The purpose of the contract has not been realized. At this moment, rigid 
payment goes against the transaction theory of buyer's conceit. However, the trust contract 
reflects the arbitrary rules formed by the investor and the trust company. The binding force is 
similar to that of the contract law. In most cases, it does not have the administrative force. 
Moreover, the provisions of the obligations are too abstract and simple. The weak nature makes 
it difficult to define whether the trust company can effectively perform its contractual 
obligations. Therefore, the client requires minimum guarantee clauses and risk compensation 
[2]. 

2.2. The Definition of the Performance of the Trustee's Obligations is Vague 
During the implementation of the trust plan, the trustor generates expectations for the 
realization of the purpose of the contract based on the contract terms and laws and regulations, 
and the clarity of the trustor's expectations is positively correlated with the execution of the 
trustee's contract. The obligations imposed by the trust are essentially fiduciary obligations, 
including the duty of care, the duty of loyalty and the beneficiary protection rules[3]. Rigid 
redemption at this moment violates the buyer's conceited trading theory. However, the trust 
contract reflects the arbitrary rules formed by the investor and the trust company. The binding 
force is similar to that of the contract law. In most cases, it does not have the administrative 
force. Moreover, the provisions of the obligations are too abstract and simple. The weak nature 
makes it difficult to define whether the trust company can effectively perform its contractual 
obligations. Therefore, the client requires a minimum guarantee clause and carries out risk 
compensation[4].  

2.3. Non-market Treatment of Trust Risks 
The financial market is a risk market, and financial transactions are the process of risk transfer. 
Trust is a financial market product, and it must bear related risks while earning income. In 2008, 
the "Notice on Issues Concerning Strengthening the Supervision of Trust Companies' Real 
Estate and Securities Businesses" was issued, which stipulated that when a trust company fails 
to redeem the aggregated product due, it can impose administrative penalties on the trust 
company on the grounds of "improper risk management", thereby guiding trust companies. The 
industry has formed an invisible guarantee clause such as rigid payment. 

3. The Influence of Rigid Payment in the Trust Industry 

3.1. Positive Impact of Rigid Payment  
3.1.1. Protect the Interests of Investors 
Investors who have purchased a trust product should have a clear understanding of the risks 
that may arise from the product after the trustee gives relevant risk warnings, and then have a 
clear expectation and responsibility for the realization of the purpose of the contract[5]. 
However, in trust practice, rigid redemption helps investors transfer project operation risks to 
the trust company, and investors only need to sit back and enjoy the benefits, which protects 
the interests of investors to a certain extent. 
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3.1.2. Promote the Prosperity and Development of the Trust Industry 
When the trust business was introduced into my country, it became the second banking 
business. The trust loan is similar to the banking business, but its source of funds is not as good 
as that of the bank, and its risk control ability is not as good as that of the bank. prosperity and 
development. 

3.2. Negative Impact of Rigid Payment  
3.2.1. Weakened the Risk Identification Ability of Investors 
A mature financial market requires investors to have a certain ability to identify risks, and such 
deformed financial products with asymmetric returns and risks caused by rigid redemption not 
only make investors lose their ability to identify risks, but also lead to their misunderstanding 
of trust business. It will hinder the transformation and development of the trust industry and 
product innovation in the future.  
3.2.2. Accumulate Industry Risks 
Under the premise of rigid redemption, the risks of trust products are transferred to the trust 
company. When the trust company does not properly manage and control risks, resulting in a 
gap in rigid redemption, the trust industry will have a reputational risk crisis, such as in 2013, 
China Credit Trust's 3 billion yuan trust redemption crisis and Jilin Trust's 1 billion yuan risk 
event. These two black swan events directly led to the issuance of the "strictest regulatory 
document" by the regulator in April 2014. Caused a cold winter for the entire industry. 

4. Strategies for Resolving Rigid Payments 

The advantages and disadvantages of rigid payment coexist, but it is not a long-term solution 
for the sustainable development of the trust industry. Although The New Regulations expressly 
prohibit rigid payment, but the effect is not as good as expected. To break the rigid payment, 
regulation should not be one-size-fits-all, but the combination of marketization and legalization 
should be combined to promote the transformation of the industry. 

4.1. System Design of Risk Management and Control  
Although rigid redemption is believed to create the illusion that there is no default record, so 
that investors can be guaranteed interests. It increases the systemic risks of the financial 
industry, which will promote the irrational growth of the business and bury more hidden 
dangers. 
4.1.1. Improve the Basic Legal System of Trusts 
First, expand the scope of application of the Trust Law and strengthen the control over 
derivatives. There are many types of trust products in the market. The main operation mode is 
that trust companies issue wealth management products to raise funds, use them for project 
investment, and collect management fees, handling fees and dividends as profit methods. The 
"Trust Law" is only binding on trust projects issued by trust companies, and does not supervise 
quasi-trust products. my country's implementation of separate business operation and 
separate supervision, "Securities Law", "Commercial Banking Law" and "Insurance Law" 
Separate supervision and separation from the trust industry, making this type of trust products 
in a gray area without supervision, and it is necessary to incorporate them into the constraints 
of the Trust Law. 
Second, improve the obligations of the trustee. To ensure the certainty of the content of the 
trustee's obligations in a clear, measurable and actionable way, there must be a definite way of 
judgment, and the standards of the trustee's obligations should be objectified. , so that the 
principal can legally protect the rights. 
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Finally, it is necessary to strengthen information disclosure. Prohibit trust companies from 
whitewashing statements to ensure that the data is objective, fair and accurate, so that the 
principal can make rational decisions accordingly. 
4.1.2. Establish a Risk Buffer Mechanism for the Trust Industry 
The domestic financial sector has established a relatively complete risk buffer mechanism. In 
the securities industry, a Securities Investor Protection Fund Co., Ltd. was established to 
prevent and supervise industry risks. In the insurance industry, China Insurance Security Fund 
Co., Ltd. was established. A risk reserve system was established in the fund industry. amount of 
risk reserves. As my country's fourth largest financial pillar, the trust industry should also 
establish a more comprehensive risk buffer mechanism, such as the establishment of a risk 
buffer fund. 

4.2. Adhering to the Principle of Market-oriented Treatment 
Trust products are of a private nature, and their investors are high-net-worth customers, and 
there are reasons to believe that they have high risk bearing capacity. When dealing with trust 
product redemption crisis cases, it is recommended that regulators adhere to the principle of 
"sellers are responsible, and Buyer is conceited" transaction theory, investors should not be 
provided with implicit guarantees, and while raising investors' risk awareness, trust companies 
should be forced to strengthen their own risk management and control capabilities. 

4.3. Attach Importance to Investor Education 
Rational investors are a necessary condition for the maturity of financial markets, and 
strengthening investor education has always been an important link in the improvement of 
various markets. By referring to the methods of the securities industry, trust companies can be 
compelled to establish a risk assessment system for investors and recommend trust products 
to them in accordance with the principle of suitability. 

5. Development Prospects of the Trust Industry 

The prohibition of rigid redemption will undoubtedly reduce the ability of trust companies to 
attract customers, thereby reducing their capital pools source, resulting in loss of business. 
Therefore, if we want to continue to develop in the asset management business market, we 
must promote transformation. 

5.1. Green Trust 
Green trust refers to trust companies that use their advantages in capital allocation to provide 
financial support for green energy-saving enterprises to develop green energy-saving projects. 
On the whole, my country's green industry financing channels are relatively simple and difficult. 
As an important part of my country's financial institutions, trusts play a role in guiding resource 
flow and optimizing resource allocation, providing funds for the development of green 
industries. 

5.2. Stakeholders Fund Management Trust  
Stakeholder social funds include prepaid consumption funds (such as commercial prepaid 
cards, Internet virtual recharge cards, prepayments under the membership model, etc.), 
deposits and Advance receipts, property maintenance funds, social security and charitable 
funds, etc., have a wide range of influences and involve various fields of social and economic life.  
The trust industry is expected to promote the use of trust mechanisms for fund management in 
the fields of prepaid consumption, sharing economy, property maintenance funds, etc., allowing 
trust institutions to act as trustees to manage stakeholder social funds in the above fields. The 
general model of the stakeholder social fund trust management mechanism can be designed as 
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follows: the fund receiver acts as the trustor, and the social funds received in advance are used 
as trust funds, which are delivered to the trust institution to establish a stakeholder social fund 
trust. The use of trust property is limited and can only be used to pay the consideration for 
goods or services, return the required balance to the demander, distribute to the beneficiary, 
and various administrative fees and regulatory requirements, but only for investments with 
good liquidity , Investment products with high security, such as bank deposits, purchase of 
government bonds or financial bonds, etc. 

5.3. Digital Asset Trust  
Fintech represented by big data, artificial intelligence, blockchain, etc. is gradually infiltrating 
all aspects of financial business, and digital transformation has become an important booster 
for the high-quality development of the trust industry. Trust companies are in a critical period 
of transformation and development, embracing financial technology and realizing digital 
transformation is an inevitable choice. 
At present, digital asset trust has been integrated into the core business process. From the 
aspect of product marketing, digital development can use basic data such as customer purchase 
history and occupation to profile customers, understand investors’ demand preferences, 
recommend trust products more targetedly, achieve precision marketing, and have good 
interaction with customers through trust companies. , design more marketable investment 
products; in terms of risk management and control, trust companies can further upgrade the 
risk management and control system through digital transformation. In terms of risk 
identification, use big data technology to rate counterparties and investment targets to achieve 
rating-based pricing and post-investment management. 
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