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Whether Asset Managers Are Prudent and Diligent:
Judgment Standards and Construction Paths

SUN Honggqing

Abstract: How to construct judicial standards for reviewing asset managers’ prudence and
diligence is an urgent problem to be solved. The law needs to guide and promote trustees’ prudence
and diligence in order to protect trustors’ trust, while it also needs to encourage trustees to fully
utilize their discretion. The divergence between behavioral standards and judicial standards, which
makes the duty of prudence in fiduciary law unique, is precisely the design of legal balance to
protect these legal interests. Based on an analysis of characteristics and reasoning of relevant
judicial cases in China’s first-tier cities in the past five years, it can be concluded that the
construction of a judicial standard about asset managers’ prudence and diligence in China focuses
on private asset management products, and the relationship between behavioral standards and
judicial standards is the core issue in judicial requirements. The policy considerations of the United
States using corresponding prosecution standards to avoid the burden of litigation and blame can
be referred to, while the “prudent delegation rules” in the prudent investor rules and the business
judgment rules that distinguish “behavioral standards” and “judicial standards” are worthy of study.

Keywords: Asset Management; Trust; Business Judgment Rules; Duty of Prudence;

Fiduciary Duty
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