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Mechanism of implicit guarantee in wealth management products based on
information asymmetry

WANG Zhan-hao" >, YU Wei-na" > , GUO Ju-e’

1. Postdoctoral Research Station of Management Science and Engineering, Shandong Normal University, Jinan
250014, China;

2. School of Management, Xi” an Jiaotong University, Xi” an 710049, China

Abstract: Why do banks provide implicit guarantee to their off-balance wealth management products ( WMPs) ,
even though they are not required to do so? Relevant domestic literature are qualitative and lack of normative
model analysis. Existing foreign literature either cannot explain the phenomena perfectly, such as why the pro—
portion of WMPs invested in non-standard assets is significantly lower than the upper limit of regulation, or ha-
ven’ t considered ex post information asymmetry with WMPs, thus failing to fully explain the cause of implicit
guarantee. We use costly state verification to model information asymmetry on the return of WMPs, use invest—
ment method to model information asymmetry on bank’s effort, and construct a delegated portfolio management
model to analyze the mechanism of implicit guarantees. The research finds when the cost of circumventing the
regulation is lower than a certain amount, it makes a profit for banks to implicitly guarantee their WMPs. Fur—
ther analysis shows that using signals about return to conclude contracts is helpful to alleviate incentive problems
and prevent banks from providing implicit guarantee.

Key words: information asymmetry; implicit guarantee; wealth management products



