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The Theoretical Basis and Judicial Application of the

Duty of Diligence of Asset Manager
XU Huageng
(Law School, Capital University of Economics and Business, Beijing 100070, China)

Abstract ;: The essence of asset management relation is a kind of fiduciary relationships, and thus asset
managers have the duty of diligence for beneficiaries. As a standard of conduct of financial industry, in
China’ s law, the duty of diligence appears as a general clause that can supplement legal loopholes and
unclear terms of parties. The specific standard and point of duty of diligence that aims at controlling
financial risks need interpreting by judges in single case. In judicial practice, assuring the breach of duty
of diligence means to assess the role of asset managers in the process of risks resulting in losses. From this

perspective, the duty of diligence is an ex post facto rule of loss distribution.

Key words: asset managers; duty of diligence; standard of conduct; general clause
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