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Abstract: The aims of investment-side reform of China’s capital market include improving households’ asset allocation structure,
cultivating institutional investors, and creating stable long-term capital. First, investment-side reform should generate residents’
enthusiasm to participate in the capital market by cultivating the culture of direct financing, limiting the investment attribute
of the real-estate market and raising the attractiveness of the capital market. Second, investment-side reform should support
the development of investment institutions: mutual funds should increase the revenues for their investors and promote value
investment strategies, pension funds should optimize their tax benefits and accelerate their connection to the capital market,
insurance companies should increase “penetration” in China and their long-term equity investment, and private funds should
face more suitable regulation and wider exit channels. Third, investment-side reform should establish a good ecosystem in which
multiple types of investors cooperate and restrict each other by clarifying the boundaries between various investment institutions,
developing investment advisory industry, and strengthening buy-side legal protection.
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