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1.
STATISTICAL POSITION 
1.1
DATA AS OF DECEMBER 31, 2005 AND 2004
	
	
	December 31, 2005
	December 31, 2004

	No.
	Type of Funds
	Number of Funds
	Net Assets under Management  (in US$)
	Number of Funds
	Net Assets under Management  (in US$)

	1.
	Equity funds

  Open-ended

  Close-ended
	14

3

11
	35,434,700

27,736,000

 7,698,700
	12

2

10
	30,969,100

24,434,500

 6,534,600

	2.
	Bond Funds
	NA
	NA
	NA
	NA

	3.
	Balanced Funds
	2
	5,119,400
	1
	1,540,500

	4.
	Money Market Funds
	NA
	NA
	NA
	NA

	
	Grand Total
	16
	40,554,100
	13
	32,509,500


      Note:   US$: local currency exchange rate on Dec. 31, 2005: Tk66.16
        US$: local currency exchange rate on Dec. 31, 2004: Tk61.80
1.2 Total number of Asset Management / Investment Management companies managing mutual funds: 3, including 2 state-owned and 1 in the private sector.

1.3 Total assets under management: US$ 40,554,100
As a percentage of the total stock market capitalization: 0.40% (only close-ended funds)
As a percentage of bank deposits: 0.18%
2.
DATA RELATING TO INVESTORS IN MUTUAL FUNDS/UNIT TRUSTS

2.1
Are any data available relating to the number of investors in the mutual fund industry?
Partially yes.

2.2 If yes, please provide the data for the last two years and the source of this data.

                         No. of Shareholders                   Date
                               82,481                          
Dec. 31, 2004




    87,007
                

Dec. 31, 2005
2.3 Are there data available separately for retail investors and institutional investors?



No
2.4 If yes, please provide data separately for retail and institutional investors for the last two years.

Not Applicable
2.5 Does the Association play any role in promoting retail investment in the mutual fund industry?  If so, please give details.

Bangladesh is yet to have any such association, however, the effort is on.
3.
INTERNATIONAL INVESTMENT FUNDS
3.1 Are funds of other countries sold in the country? 
No
3.2
Are your funds allowed to invest abroad?

         No
3.3
If yes, please indicate number of funds, countries where allowed to invest, and value of sales for the year ending December 2005.  Any developments in this area could be highlighted. 
Not Applicable
4.
LEGAL AND REGULATORY SITUATION
4.1
Any important developments in this area in the last two years may be highlighted.

The following enactment along with amendments have been in force during last two years:

a) SEC introduced a new system for IPO distribution to attract small investors towards capital market by allocating at least one minimum lot for each successful applicant. 

b) The Central Depository Bangladesh Limited (CDBL) has started functioning from 24 January 2004. With the commencement of the system all IPO shares have to be distributed in dematerialized form.

c) To ensure total enforcement of the Anti-Money Laundering Law in the country, SEC restricted cash transaction over Tk 5 million for purchase or sale of listed companies shares.

d) To encourage companies to get listed with the bourses, SEC has proposed to the Government to make difference in the tax rate by 10% between listed and non-listed companies reducing tax rate of listed companies.

e) SEC made mandatory to open beneficiary owners (BO) account with CDBL for application of shares through public offering.

f) SEC ensures that the listed companies duly fall on the respective categories, made earlier according to their corporate performance, as soon as their performance is reported.

g) An over-the-counter (OTC) market starts in Chittagong Stock Exchange on 04 July 2004.

h) The trading of government treasury bonds starts in Dhaka Stock Exchange on 01 January 2005.

i) SEC promulgated new rules for public offer: SEC (Public Issue) Rules, 2006 and SEC (Rights Issue) Rules, 2006 with a provision for allocating 10% quota for the mutual funds and reducing issue costs.

5.
DISTRIBUTION OF MUTUAL FUNDS


5.1
Statistical Position
	No.
	Channel
	No. of entities involved
	Percentage of total funds distributed

	1
	Banks
	About a dozen
	N/A

	2.
	Distribution companies
	0
	N/A

	3.
	Individual agents/brokers/ intermediaries
	4
	N/A

	4.
	Direct sale by mutual funds
	3
	N/A

	5.
	Any other (pls. specify)
	N/A
	N/A


5.2 A brief commentary on developments in the area of distribution.

Usually the asset management companies (AMCs) themselves who launch the mutual funds take the responsibility of distribution of mutual funds. Banks with their numerous outlets across the country also provide a good channel to sell the funds, while stockbrokers, merchant bankers, issue managers, and other nonbanking financial institutions play a significant role in taking the funds to their organized pool of investors.
6.
SYSTEMS AND PRACTICES IN MARKETING OF FUNDS

6.1 Do the Regulations specify any maximum rates for commission to intermediaries/agents/brokers?  If so, please indicate. 

Application fee


Tk1,000 on each fund

Registration fee


Tk100,000 on each fund

Fees to SEC


Tk50,000 on each fund

Fees to AMC
2.5% on first Tk50m of the fund, 2.0% on next Tk500m, 1.5% on residual amounts

Fees to Custodians
No legal restrictions, but at market rate, 1.0% at best on assets with custodians

Fees to Trustees
A nominal fee not defined but at discretion of the mutual fund, present market rate is 

around Tk200,000 annually

Banker to the Issue

0.10% on collected amount

Brokerage



1.00% of the successful applications 
6.2
What is the maximum load allowed under Regulation and for what purpose is it used?

3% annually of net asset under management as operating expenses

6.3 Are there any limits prescribed for sales and marketing expenses?  If so, please specify.

6% of the total amount raised in IPO as initial issue expenses

6.4  
Is there a general or specific Regulation or Rule governing intermediaries selling mutual fund schemes? If so, which agency administers the Regulations?

It is the responsibility of the Asset Management Company.

6.5
Is there a qualifying examination for intermediaries? If so, which agency conducts the exam and what are the details such as syllabus, passing marks, nature of conducting the exam, etc.   
No
6.6
Are there any regulatory or industry rules relating to marketing practices? Can mutual funds give gifts/prizes to distributors to encourage distribution of their funds? Can such gifts/prizes be given directly to investors?  Are these covered by any regulation?

The SEC (Mutual Fund) Rules 2001 delineates the method of distribution. No gift/prizes are allowed. However, 8 closed-end and one open-end fund under the management of the state-owned Investment Corporation of Bangladesh (ICB) and the Bangladesh Shilpa Rin Sangstha (BSRS) do not fall under the Rules.

7.
CUT OFF TIMINGS FOR APPLICATION OF NAV
7.1 What is the system followed in respect of cut off timings?  

30 days for closed-end and 15 days for open-end funds. AMC can also publish any price sensitive information on NAV any time.

7.2
Are there any rules/regulations or are they left to the individual players?

There is SEC (Mutual Fund) Rules 2001. However, the funds managed by state-owned institutions do not come under it.

7.3
Do such cut off timings vary from Fund to Fund, or is it uniform for all types of funds/classes of funds?

ICB and BSRS (government investment agency) funds seldom follow SEC rules as they are still out of the purview of the existing SEC mutual funds rules and do not have to publish NAV. However, the newly formed ICB subsidiary AMC is under the purview of the Rules.

7.4 Are there any instances of late trading?  Is late trading an issue and, if so, what steps are being taken by the Regulator and the industry association to curb such tendencies?




Not Applicable
7.5 Any specific suggestion to prevent such practices.
Not Applicable 

8.
PRICING ERRORS
8.1 Are there specific rules for reporting pricing errors to the Regulator?

Not Applicable
8.2 Are there specific rules for compensating investors, in the event of pricing error?



Not Applicable
9.
RISK MANAGEMENT SYSTEMS
9.1
Is there a risk management system prescribed by the Regulator?
Yes/No


9.2
If yes, please give a brief description.

There is a risk management system prescribed by the regulators that visibly prohibit the AMCs work on their whims. These are as follows: 


No fund can invest more than 10% of its corpus in a single company’s share.


No fund under all its schemes can invest more than 15% of paid up capital of a single company. 


No fund under all its schemes can invest more than 20% of shares, debentures and other securities of a single company.


No fund under all its schemes can invest more than 25% of its funds in shares, debentures and other securities under a single industry.


Transfer of one scheme to another under the same fund is allowed only at market rate.


No scheme shall invest in or lend to another scheme under the same AMC.


No fund is allowed to borrow to finance its investment. 

Short-selling and future & option trading is not allowed for mutual funds No fund is allowed to borrow to finance its investment.

Initial issue expenses is not allowed to exceed 6% of the fund raised.

9.3
If no, does the Industry Association formulate any systems
?



Yes/No






Not Applicable

9.4
If yes, please give a brief description.

Not applicable.
9.5 If no, what is the system followed in the industry?
Given above.
9.6 Does the industry follow any system of disaster recovery/business continuity plan?

 



No.
9.7 If yes, please give brief details. 


Not applicable.
10.
PERFORMANCE EVALUATION
10.1 Are there regulatory provisions relating to making and/or publishing performance evaluation? If so, give details.   

Funds are to publish and submit to the regulator a quarterly NAV and portfolio statement, and unaudited half-yearly and audited annual reports containing balance sheet, revenue account and cash flow statement within 60 days and 90 days of the period respectively. 

10.2 Are there third party research or other agencies doing performance evaluation? If so, give details.



Not applicable.
10.3 Are there Regulatory provisions relating to benchmark indices against which the performance of mutual fund is to be assessed?

Not applicable.
10.4 Does the Industry Association undertake any performance evaluation activities?






Not applicable.
11.
ROLE OF MUTUAL FUNDS OFFERING PENSION FUNDS


11.1
Do mutual funds offer and manage their own pension funds/

schemes?






No
11.2 If yes, please provide details such as number of funds, nature of pension funds, assets under management, fee structure, etc.

Not applicable.

11.3 Are there separate guidelines for pension funds?

No.
11.4 Is there a separate authority for regulating pension?      
No.
11.5 If yes, please give details.



Not applicable.
12.
ROLE OF MUTUAL FUNDS IN MANAGING FUNDS FOR INSURANCE AND PENSION COMPANIES

12.1
Do mutual funds manage funds for insurance companies?    No.  

12.2
If yes, please provide some details.


Not applicable.
12.3
Do mutual funds manage funds of pension companies?
 No.
12.4 If yes, please provide some details.


Not applicable.
13.
ROLE OF THE ASSOCIATION
13.1 Does the association consist only of mutual funds or any other entities?  If so, please specify.   


Not applicable.
13.2 Are there different categories of members?  If so, please specify and indicate their voting rights and other obligations/responsibilities/fee structure.   





Not applicable.
13.3 Briefly describe the role and functions of the Association. 

Not applicable.
13.4 What is the funding pattern, system of contribution? Not applicable.
13.5
Is there any financial support provided by the Regulator/Government?  If yes, please specify.




Not applicable.
13.6
Is the Association officially recognized as a self regulatory organization (SRO) by the Regulator? If yes, please specify the responsibilities, role and activities.





Not applicable.
13.7
If not, what is your view on the association becoming an SRO?  Is it necessary, effective or not.  Please give your observations/comments.


Not applicable.

13.8 What more could the association do?

Not applicable.
14.
BUILDING INVESTOR CONFIDENCE IN THE FUND INDUSTRY
14.1 Does the Regulator play any role in building investor confidence?  If yes, please describe in brief.   

Yes, the regulatory body SEC regularly publishes various investor’s learning materials, runs awareness developing programs in different mass media, and provide necessary warnings in face of market volatility. It also plays significant role in informing investors about precarious situations before and during the crises, and advise accordingly. Besides, various regulatory measures are also taken by the SEC to keep the public confidence intact and develop further.

14.2 What does the Association do in this area? Please specify.   

There is no association, but asset management companies themselves take many measures to build public confidence on individual efforts.

14.3 What do the members of the Association do? Please specify.  

Not applicable.

14.4 What are the suggestions in this regard?

Not applicable.

15.
ANY OTHER INFORMATION



None
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