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Mr Shane Tregillis, Assistant Managing Director, Market Conduct, MAS, 
distinguished guests, ladies and gentlemen.  Good morning and welcome to our 6th Annual 
Conference. 
 
The Singapore fund management industry has recently drawn a fair bit of criticisms over a 
number of issues.  This morning I thought I’d take the opportunity to respond to some of 
these criticisms. 
 
Let me start with the issue of fund performance. 
 
The unit trust industry has from time to time been criticized for its poor performance 
record.  Is this a valid criticism? Let’s look at some facts and figures.   The $19.2 billion of 
assets managed under CIS represents just 4.1% of total industry AUM of $465.2 billion.  
So let’s be clear that the performance of CIS is by no means representative of the industry. 
Out of 401 CIS, 230 with AUM of $13.4 billion are included under the CPFIS.  Actual 
amount of CPF funds invested in these Funds as at 30 June 2004 is about $2.5 billion.  For 
the purpose of this analysis I have focused on the 230 CPF-included funds, of which 178 
funds have explicit performance benchmarks. 
 
Based on our analysis of the performance of these 178 funds up to 30 June 2004, we find 
that over a one year period, 35% have outperformed their benchmarks.  Over a three year 
period, 45% outperformed.  On a dollar weighted basis, the numbers improve significantly 
to 41% and 58% respectively. 
 
Of course we are talking about relative performance and not absolute performance, a 
subject I will return to later.  On the whole I think it’s fair to say these are reasonable 
results and probably not far out of line with what one would expect to see in other 
countries.  There is a balance of strong performers and not so strong performers and 
investors do have sufficient choice of good funds to choose from. 
 
The analysis of the fund performance grouped by sectors over a three year period also 
show a few interesting results.  Among pure equity funds, on a dollar weighted basis, more 
than two thirds of the Asia Pacific, Greater China, Japan and Singapore funds have 
outperformed their respective benchmarks. 
 
In fact, CPF investors who have chosen the DIY route may be interested to know that 
99.9% of Singapore equity funds beat the benchmark. 
 
Among fixed income funds, over 90% have outperformed. 
 
The results are also encouraging for asset allocation funds with nearly two thirds beating 
their benchmarks. 
 
Where performance was noticeably weaker was, among global equity funds, Europe and 
TMT.  Clearly there is room for improvement here with only about 20% outperforming their 
benchmarks. 
 
It has also been pointed out that a large number of CPF included funds fail to beat the CPF 
rate in spite of it being only 2.5% p.a.   
 
Because CPF included funds comprise largely of equity funds (154 out of 214) and given 
the generally poor performance of equity markets in recent years, it is perhaps not 
surprising that many funds have underperformed the CPF rate over this period.  
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Nevertheless based on return statistics up to end August, 74% of funds have actually done 
better than the CPF (ordinary account) rate over 1 year, 54% over 3 years. 
 
However, the question is, is CPF rate the appropriate yardstick to measure fund 
performance?  Obviously in choosing to take his money out and invest, the CPF investor is 
trying to achieve a better return than the CPF rate. Whether he succeeds or not however, 
depends critically on his asset allocation strategy.  He may go the aggressive route and 
invest entirely in equity funds which brings with it the volatility associated with such a 
strategy.  Or he may go for a less risky strategy of mixing equity funds with bond funds.  
Given the wide range of choices available, it is up to him to work out the right strategy and 
thereafter pick the right fund managers to implement that strategy.   
 
It is therefore, quite important that investors think carefully and if necessary seek 
professional advice to map out a strategy that suits him.  This is where a good competent 
Financial Advisor can play a critical role in determining how his investment portfolio 
performs in relation to the CPF rate. 
 
The CPF rate should thus be measured against the performance of the investor’s entire CPF 
investment portfolio rather than relative to each individual investments.  
 
I hope this little discourse also helps to clarify the absolute versus relative return issue.  
Let me try and clarify further.  Clearly, no investor starts out with a plan to lose less 
money than the benchmark which I suppose is what people mean when they say “you 
can’t eat relative performance”.  To illustrate by way of an example, if an investor has 
chosen to invest in Japanese equities, he must believe that the Japanese market is a good 
place to invest in the first place. Having decided on Japanese equities his next step is to 
select the best fund manager to do the job. 
 
The Fund Manager’s primary role in this instance is then to outperform the Japanese stock 
index.  It is not his job to advise investors when to get in or when to get out of Japanese 
equities.  That is a decision the investor has to make for himself.  The Japan equity fund 
may deliver a strong positive return simply because the market enjoyed a bull run or it 
may suffer a loss.  The fund manager should take no credit nor should he take the blame 
for the mere fact of the gain or loss.  He can only claim good performance when his fund 
outperforms the benchmark, regardless of whether it goes up or down. 
 
Thus, a Fund’s performance should always be gauged on the basis of its relative 
performance against its stated objective and only funds with absolute return targets should 
be judged in absolute terms. 
 
Unfortunately, there are not many funds in Singapore who’s stated objectives are to 
achieve absolute returns.  Perhaps with the advent of PPP we will soon be offered more of 
such products.  Hedge Funds and Funds of Hedge Funds with the ability to go long and 
short are also absolute return focused.  If there is indeed a great demand for absolute 
return products I am sure the industry will respond with more of such product offerings in 
future. 
 
 
CLOSURE OF FUNDS 
 
The announcements by a number of firms of their intention to close a total of 40 small 
funds have also caused some unease in the market.  The small sizes of these funds make 
them uneconomical to continue as the expense ratios become intolerably high.  As of 30 
June 2004 there are still 122 funds with fund size below $5 million. Hence, it is likely that 
more funds will be closed.  This however, is not necessarily a bad thing.  If there’s no 
realistic expectation of growing these funds to the threshold size, unit holders would be 
better off redeploying their assets elsewhere with more acceptable expense ratios and 
consequently, better prospects of returns. 
 
Some have questioned why such small funds have been allowed in the market in the first 
place.  As fund management is a relatively young industry in Singapore we must allow 
players the opportunity to grow and develop.  Depending on their performance, reputation, 
distribution reach and marketing skills, some will succeed but many may not.  It is, 
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however, impossible to know which will make it and which won’t.  Market forces should be 
allowed to do its work.  As of last count, including ILP’s and Offshore Funds there are some 
1068 Funds available.  This is probably far too many for a market of our size and, there 
will inevitably be a consolidation phase as the weaker players get weeded out and stronger 
ones grow bigger. 
 
Some fund management firms have opted to keep their small funds running but capped 
the expense ratios by waiving some of the fees or even absorbing some of the out-of-
pocket expenses.  It may make good sense to impose a cap on the total expense ratio that 
funds can charge. This way, investors do not pay an unreasonably high expense and fund 
managers have the option of whether to continue operating at a loss or close out.  
 
CHURNING 
 
The problem of churning, if not properly understood, also threatens to tarnish the 
reputation of our industry.  It is not clear how serious the problem is. IMAS is still working 
with the distributors to ascertain the numbers. 
 
We also hear that some irresponsible Financial Advisors may have resorted to churning 
CPF funds as a way to circumvent the CPF system and extracting CPF savings for their 
clients prematurely. 
 
It ought to be clear however, that churning is a FA driven activity and really has little to do 
with the FM’s.   
 
Nevertheless, as an interested party, IMAS would like to see that the problem of churning 
is controlled if not, eliminated altogether.  IMAS will study the matter in greater detail and 
explore possible solutions.  One possibility is to revamp the commission structure so as to 
reduce the incentive to churn. 
 
I would now like to turn our attention to some other industry issues and also provide some 
updates on developments. 
 
ADVERTISING AND SELLING PRACTICES 
 
At last year’s conference, I expressed my concerns over advertising and selling practices in 
our industry.  Unfortunately, nothing much as happened since to allay such concerns.  
Advertising rules and guidelines are still not harmonized for the different segments of the 
industry. 
 
IMAS has been invited to review the advertising guidelines again.  We hope there will 
eventually be just one set of guidelines which hopefully will apply to all forms of 
investment products, including ILP’s and Structured Deposits.   
 
Given the way that large amounts of structured products have been sold we are 
particularly concerned that these investors may not have sufficient understanding of the 
nature of such products and may not fully appreciate the risks involved nor have realistic 
expectations of the returns they are likely to get.  The use of attention grabbing headlines 
such as the total returns over a multi year horizon, for example, can be misleading.  Many 
retail investors may not even be aware that it is inappropriate to compare short term bank 
deposit rates with the rate on a ten year fixed income instrument.  Payout Funds have of 
late been gaining popularity but I wonder if many investors in such Funds realize the so 
called “payout” is really coming out of their own pockets.  There appears to be a growing 
tendency to rely on such gimmicks to lure investors.  The recent experience of a major US 
bank in Japan may serve as a timely reminder of what can go wrong if such products are 
not properly sold. 
 
GIPS 
 
In April of this year, the Association conducted a survey to ascertain the status of 
member’s compliance and plans in regard to the Global Investment Performance Standards 
(GIPS).  The survey drew a response from 40 members, half of whom were already in full 
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compliance.  Another 35% were currently working towards full compliance and only less 
than 20% had no plans to achieve compliance. 
 
The survey results are encouraging and show an increasing level of adoption among 
members. This will help to enhance the credibility and professional image of Singapore 
based asset managers. 
 
The International Performance Council is currently working on finalizing GIPS Gold which 
will serve as the universal performance presentation standard for all countries with 
expected implementation in January 2006.  It is also our goal for Singapore to officially 
adopt GIPS as the national standard. 
 
FIDREC 
 
IMAS has been involved in the establishment of an integrated dispute resolution scheme 
for the financial industry.  The scheme to be called FIDREC (Financial Industry Dispute 
Resolution Company) will supercede the Insurance Industry’s IDRO and Commercial Bank’s 
CMU.  This will provide a one-stop dispute resolution centre for all retail buyers of financial 
services sold by commercial bank, insurance companies and capital market service 
providers, including Financial Advisors and Fund Managers.   
 
Funding for this body will be by way of proportionate contribution by industry players in 
accordance with their numbers and complaints generated. 
 
For the investment management firms I am pleased to inform that the per firm funding 
contribution is likely to be only about $300 per annum. 
 
We will shortly be arranging a presentation to explain the scheme to all members. 
 
Growth Prospects 
 
The Singapore asset management industry recovered strongly in 2003 with AUM growing 
by 35% to reach $465.2 billion.  Prospects for growth are encouraging and Hedge Funds 
have started to take root. 
 
Although CIS assets have grown to $19.2 billion it still represents a penetration rate of 
only 9.4% of total non-bank deposits and 4.7% of stock market capitalisation.  There is 
still about  $60 billion in CPF savings that are available for asset managers to tap. 
 
The Private Banking market has also been seeing explosive growth, as a result of the high 
economic growth of the region.  According to some estimates the private banking wealth in 
Asia is estimated to be about S$240 billion.  This will form another pool of assets for which 
good investment advice and management expertise will be sought. 
 
Public and Private Pension schemes in the region represent another promising area of 
growth that Singapore based asset managers can tap.  The pool of money sitting on these 
schemes in Japan, China, Korea, Taiwan, Hongkong, Thailand, Malaysia add up to over 
US$1,000bn.  With rapid economic growth and Asia’s demographic profile this pool will 
continue to grow rapidly. 
 
The growth potential is clearly enormous. But there will be intense competition, not only 
from established fund management centres but also from aspiring new centres being 
formed in the region.  If we are to compete successfully we need to build up a strong 
reputation and gain the trust and confidence of investors.  We must hold ourselves to the 
highest standards of integrity and business practices and convince investors that we are 
always acting in their best long term interest. 
 
Let me conclude now by thanking Lindsay for an excellent job in organising this conference 
and also thank all the speakers for giving of their precious time to participate in today’s 
discussions.  In particular we are very grateful to Mr Shane Tregillis for consenting to 
speak to us today.  We look forward to hearing what he has to say.  I appreciate very 
much your kind attention and patience.  Thank you. 
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