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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
	265 (UT)

115(ILP)  
	8601.99(UT)

4079.22(ILP)
	263 (UT)

107(ILP)
	7939.52(UT)

3,467.33(ILP)

	2
	Bond  Funds
	66(UT) 
22(ILP)
	2499.70(UT)

841.27(ILP)
	53(UT)

19(ILP)
	1794.56(UT)

695.47(ILP)

	3
	Balanced Funds
	43(UT)

57(ILP)
	2062.35(UT)

4176.65(ILP)
	49(UT)

56(ILP)
	2222.29(UT)

3,564.39(ILP)

	4
	Money Market  Funds
	5(UT)

6 (ILP)
	107.13(UT)

70.56(ILP)
	8(UT)

6(ILP)
	162.84(UT)

75.15(ILP)

	
	Others
	9(UT)

2(ILP)
	86.06(UT)

17.95(ILP)
	6(UT)

3(ILP)
	110.02(UT)

17.58 (ILP)

	
	Sub Total
	388(UT)

202(ILP)
	13,357.23(UT)

9,185.65(ILP)
	379(UT)

191(ILP)
	12,229.23(UT)

7,819.92 (ILP)

	
	Grand Total
	
	22,542.88
	
	20,049.14


      Note:   US$:local currency exchange rate on Dec. 31, 2005: 1.663
        US$:local currency exchange rate on Dec. 31, 2004: 1.632
1.2 Total number of Asset Management / Investment Management companies managing mutual funds:  

There are 39 Unit Trust Managers and 11 Investment Linked Product Managers. 
1.3 Total assets under management: 

As a percentage of the total stock market capitalization of US$ 257.30 billion: 8.7%  

As a percentage of bank deposits by non financial institutions of US$134.52 billion (S$ 223.718 billion): 16.7% 
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 ?


No. 
2.2 If yes, please provide the data for the last two years and the source of this data.

No. of Shareholders                   Date
 ________                          Dec. 31, 2004

________
  
                    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.

2.5 Does the Association play any role in promoting retail investment in the mutual fund industry ?  If so, please give details.

The Assocation works with the Singapore government on a national financial education programme, Moneysense. The programme is aimed at national financial literacy touching on skills required to manage day-to day finances, make prudent investments and plan for longer term needs. 
3.
INTERNATIONAL INVESTMENT FUNDS
3.1 Are funds of other countries/areas sold in the country/area? 


Yes, funds from offshore jurisdictions such as Luxembourg and Dublin are permitted to be registered for sale in Singapore. 
3.2
Are your funds allowed to invest abroad?

                
Yes. 

3.3
If yes, please indicate number of funds, countries where allowed to invest, and value of sales for the year ending December 2004.  Any developments in this area could be highlighted.   

About 90% of all unit trusts registered for sale in Singapore, invest abroad. The other 10% have mainly Singapore market mandates. 
4.
LEGAL AND REGULATORY SITUATION
4.1
Any important developments in this area in the last two years may be highlighted.   
Regulatory news concerning investment funds
UCITS III will widen the scope of activities carried out by the fund management companies, as it enlarges the scope of investment products available. The regulations currently permit the sale of feeder funds authorized for sale in Singapore, and Singapore recognized offshore funds. Therefore, with the liberalization, there is a risk that funds previously recognized or authorized may not meet with the existing CIS requirements in Singapore. The Regulatory authority has released for public consultation, intended amendments to the existing CIS requirements. We expect the new revisions to be released early 2nd quarter 2006. 

5.
DISTRIBUTION OF MUTUAL FUNDS


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

	1
	Banks
	
	75%E

	2
	Distribution companies
	
	

	3
	Individual agents/brokers/intermediaries
	
	15%E

	4
	Direct sale by mutual funds
	
	3%E

	5
	Any other (pls. specify) online
	
	6%E


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

Although distribution channels have grown, unit trusts in Singapore are still distributed mainly by the major banks. As fund managers give up more of the front end fee, and pay trailers to the distributor, there is increasing pressure on the distributor to justify this by adding value in terms of rendering advisory service and education to the end investor. 

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. 

The commissions to intermediaries/agents/brokers and the maximum payable are not regulated in Singapore. They are left to the industry players to be determined. However, the regulators at the moment are looking at the cost of investing as a whole, and there are downward pressures on expense ratios and front end fees. 
6.2
What is the maximum load allowed under Regulation and for what purpose is it used ?

Market practices determine the load that is charged to individual funds. Generally, equity and fixed income funds carry a 5% load and a 2-3% load respectively. 
6.3 Are there any limits prescribed for sales and marketing expenses ?  If so, please specify.

There are no limits specified. Fund management companies set a maximum of 1% of the targeted fund size. Since July 2003, sales are marketing expenses are not allowed to be charged to the individual funds. 
6.4  
Is there a general or specific Regulation or Rule governing intermediaries selling mutual fund schemes ?  If so, which agency administers the Regulations ?

The regulation and rules governing the intermediaries is the Financial Advisors Act (or FAA). The Monetary Authority of Singapore administers the Regulations. 

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.   

Intermediaries are banks, financial advisory companies, insurance companies, online portals, and stockbrokers. 

These intermediaries need to have a Financial Advisory (FA) licence issued by the MAS or at least they have to be exempt FA licence holders. There is no qualifying examination for the company but rather the sales representatives of the intermediaries.  

New representatives or agents need to attend the entire “Capital Markets Financial Advisory Services (CMFAS)” course and sit for an exam. 
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 ?

Certain marketing practices such as advertising are governed by the advertising regulations in the (Offers of Investments) Collective Investment Schemes. 

The Fund is not allowed to offer gifts/prizes but rather the fund management company can offer such premiums to encourage distribution of their funds. 

Such gifts/prizes can be given by the fund management companies or distributors/intermediaries directly to the investors. Such practices, however are not covered by regulations.   

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

The cut off timing on dealing is left to the individual players. Usually, the cut off timing details are stated in the prospectus of the fund. 
7.2
Are there any rules/regulations or are they left to the individual players ?

See 7.1
7.3
Do such cut off timings vary from Fund to Fund, or is it uniform for all types of funds/classes of funds ?

Generally it does not vary from fund to fund. However, it may vary from one fund management company to another. 
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 ?

Since Dec 2002, the Monetary Authority of Singapore had asked all fund managers to review their fund trading, settlement and other administrative processes to ensure that the necessary control procedures were in place and that they have been compiled with by their service providers and staff. They also required the external auditors of the fund managers to confirm that proper procedures and controls for the administration of the Collective Investment Scheme are in place and have been compiled with. The certification by the external auditors have been completed. On the available evidence, late trading does not appear to be of concern in Singapore. However in ongoing inspections of fund managers, the MAS will check that controls are in place and compiled with. They will also continue to monitor developments in other countries and ensure that their requirements remain in line with international best practices.  
7.5 Any specific suggestion to prevent such practices.

Regulatory authorities should mandate pricing methodology and dealing cut off timings instead of leaving it to industry players. 
8.
PRICING ERRORS
8.1 Are there specific rules for reporting pricing errors to the Regulator ?

No. 

8.2 Are there specific rules for compensating investors, in the event of pricing error ?

No. The general practice is to compensate the investors accordingly, depending on where the mistake has been made, either at fund manager or intermediary level. 
9.
RISK MANAGEMENT SYSTEMS
9.1
Is there a risk management system prescribed by the Regulator ?
Yes/No

No. 

9.2 
If yes, please give a brief description.


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



Yes/No


No

9.4
    If yes, please give a brief description.

9.5 If no, what is the system followed in the industry ?

It is left to the industry players to adopt their own risk management systems, although many use Barra or Wilshire Analytics.
9.6 Does the industry follow any system of disaster recovery/business continuity plan ?

 

Yes. 





9.7 If yes, please give brief details.

After the World Trade Centre attacks in New York and the SARS outbreak, the MAS sent out a circular to all capital markets licence holders. The circular pointed out the necessity to put in place measures to ensure business continuity should crisis occur. It also introduced Business Continuity Management (BCM) and set out the expectation for Business Continuity Plan (BCP). Guidelines were also given by the MAS against which businesses are encouraged to conduct self assessments of their business continuity preparedness and where there are deficiencies, to address them as soon as possible. 
10.
PERFORMANCE EVALUATION
10.1 Are there regulatory provisions relating to making and/or publishing performance evaluation ? If so, give details.   

Yes. Under the advertising guidelines on “past performance of collective investment schemes,” there are certain provisions., such as listed below, relating to the publication of return numbers:

a. Include prominent statement that past performance of the scheme is not necessarily indicative of future performance.

b. State the methodology of calculation, e.g., whether on offer – bid basis or single pricing basis, including all subscription fees. 

c. For schemes for which dividends have been declared, state the return on the scheme based on assumption that all dividends are reinvested, taking into account all charges which would have been payable. 

d. Present the return of scheme in relation to period of not less than one year. 

e. When total return of the fund is presented for a period of more than one year, state the average compounded return over the same period of calculation. 

f. Other requirements include disclosing of the subscription fees and realization fees. 

g. Comparison of past performance of fund with another fund or an index must be made on an offer to bid basis and the basis to be stated in the advertisement or publication. 

These requirements and others are found in the Securities and Futures Act which can be downloaded from www.mas.gov.sg. IMAS is also in the process of releasing guidelines on the advertising of collective investment schemes, and these guidelines are to supplement the regulations already in place.  
10.2 Are there third party research or other agencies doing performance evaluation ? If so, give details.

Yes. Mercer Investment Consulting in Singapore does the performance evaluation for the funds that are under the Central Provident Fund Investment Scheme (CPFIS). 

Standard & Poors and Lipper also provide systems and tools to conduct the evaluation by anyone who subscribes to their services. 
10.3 Are there Regulatory provisions relating to benchmark indices against which the performance of mutual fund is to be assessed ?

There is a requirement that there must be an appropriate benchmark for the type of scheme. It is left to the fund managers to decide on which appropriate benchmark to use. It is also a requirement that the benchmark is reflected in the prospectus of the relevant fund.  
10.4 Does the Industry Association undertake any performance evaluation activities ?

IMAS maintains a performance website called www.fundsingapore.com with an aim to provide investors with good and timely information about all the unit trusts and investment-linked life insurance products that are available to them in the hope that it will help investors make better-informed investment decisions. 
11.
ROLE OF MUTUAL FUNDS OFFERING PENSION FUNDS

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



Currently, the pension scheme in Singapore comes in the form of the Central Provident Fund (CPF) which is a pillar II mandatory savings system, allowing its members to invest in the funds or schemes that are included under the CPF Investment Schemes (CPFIS). The Funds range from fixed income to single country to broadly diversified balanced funds. All these are approved by the CPF Board in conjunction with Mercer Investment Consulting. 
11.2 If yes, please provide details such as number of funds, nature of pension funds, assets under management, fee structure, etc.

Funds included under the CPFIS are:
	Fund Types 
	No
	Nature 
	AUM 

(in S$ mil)

	Higher risk- Broadly diversified 


	24
	Global Equity
	2358.56

	Higher risk- Narrowly Focused (Regional)


	57
	Regional Equity
	64,995.06

	Higher risk- Narrowly Focused (Sector)


	40
	Global Sector
	5937.55

	Higher risk- Narrowly Focused (Country)


	45
	Single Country Equity
	9395.04

	Medium to high risk- Broadly diversified 


	22
	Global Balanced
	1583.26

	Medium to high risk - Narrowly Focused (Regional)


	4
	Regional Balanced
	1664.09



	Medium to high risk - Narrowly Focused (Sector)


	0
	Global Sector Rotation
	0

	Medium to high risk - Narrowly Focused (Country)


	1
	Single Country Balanced
	14.4

	Low to medium risk- Broadly diversified 
	30
	Global Fixed Income and Structured funds


	2206.1

	Low to medium risk- Narrowly Focused (Regional)
	10
	Regional Fixed Income and Structured funds


	4381.67

	Low to medium risk - Narrowly Focused (Sector)


	2
	Sector Structured Funds
	215

	Low to medium risk- Narrowly Focused (Country)
	4
	Single country Structured Funds


	469.72

	Lower risk
	5
	Fixed income, money market funds
	334.11


Average fee structures are based on the type of funds and are listed below:







Annual Management Fee
Subscription Fee
Global Equity


1.5% to 1.75%



5%

Regional Equity


1% to 1.5%




5%

Fixed Income


0.5% to 1%




2% to 3%

Guaranteed/Protected
      1%




3% to 5%

11.3 Are there separate guidelines for pension funds ?


Yes, the funds that are approved under the CPFIS scheme have stricter guidelines stipulated by the CPF Board
11.4 Is there a separate authority for regulating pension ?      

No, all funds are regulated by the MAS. 

11.5 If yes, please give details.

12.
ROLE OF MUTUAL FUNDS IN MANAGING FUNDS FOR INSURANCE AND PENSION COMPANIES

12.1
Do mutual funds manage funds for insurance companies ?      

No, funds allow investment linked insurance products of insurance companies to be fed/invested in the funds. Insurance agents are also allowed to sell unit trusts now. 

Fund management companies may manage insurance company funds on a segregated account basis. 
12.2
If yes, please provide some details.

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

13.
ROLE OF THE ASSOCIATION
13.1 Does the association consist only of mutual funds or any other entities ?  If so, please specify.   

The association also includes members of

· Institutional fund managers

· Boutique fund managers

· Hedge fund managers

· Trust companies

· Law firms

· The public
13.2 Are there different categories of members ?  If so, please specify and indicate their voting rights and other obligations/responsibilities/fee structure.   

There are 3 categories of memberships:

· Regular : This class of membership carries voting rights and the ability to hold office within the Executive Committee. They are likely to be licensed investment advisors regulated by the Monetary Authority of Singapore. Entrance fee of S$3000 and annual fees of S$3000.

· Associate: This class of membership covers companies which provides a service to the funds industry. They would include law firms, brokers and accounting firms to name a few. They do not carry voting rights and its members cannot hold office within the Executive Committee. Entrance fee of S$2000 and annual fees of S$2000.

· Affiliate: This last class is for individuals. The Association is encouraging financial planners and all other interested individuals to join at this level. There is no voting rights attached to this membership. Only an annual fee of S$100 is payable. 

13.3
Briefly describe the role and functions of the Association.

The Association has 3 main objectives:

· To help in the development of the industry

· To raise the level of professionalism and technical competence of the members

· To raise investor education among the clients of the members
13.3 What is the funding pattern, system of contribution ?  

Funding currently comes from:

· Members entrance fees and annual subscriptions

· Fees from services provided to the fund companies e.g. fund performance monitoring

· Association events e.g. Conference and seminars
13.5
Is there any financial support provided by the Regulator/Government ?  If yes, please specify.

No. 
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.

The Association has a Code of Ethics and Standard of Professional Conduct guidelines which the members have to comply. At the end of each year, the members are required to sign a Professional Conduct Statement stating compliance to the abovementioned Code. This Statement is always requested by the Regulators when performing inspection of the fund management companies. 

The Association also plays the role of investigating breaches in the Business Conduct of member firms e.g. in advertising. The Association has the authority to suspend or terminate memberships of errant fund management company members. 

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.

The Association isn’t a fully functioning SRO. The Association maintains the Codes of Ethics and Standards of Professional Conduct and provides guidelines to the calculation of expense ratios and to The Code of Advertising CIS. However the statements contained therein are global best practices and thus implied general compliance in any case. Incidents of malpractice in the industry have been minimal. The Regulators do a good job policing and in the absence of any high profile misdemeanors, the SRO role of the Association fades into the background. 

To pursue a true SRO function, it may require the setting up of an independent adjudication body and well defined mediation and disciplinary processes. It has been expressed that people who are currently employed in the funds management companies should not sit on this body as there are likely conflict of interest situations. To hire externally will involve costs which the association will have to support. Currently the low incident rate would not justify the set up of such a utility. Revenues sourced from member subscriptions could be better used to promote positive developments in the industry.
13.8 What more could the association do ?

The Association will continue to promote global best practice and discipline among the members. Moral suasion have been effective in the past and there is little to justify our divergence from this at this time. 
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.   

Maintaining high standards of licensing requirements ensure that reputable and well run companies are set up in Singapore. Policies and Directives released by the Regulator often focus on investor protection. Regular inspections by the Regulator to ensure companies’ compliance to the Securities and Futures Act, the Financial Advisors Act, the Code on Collective Investment Schemes issued by the Regulator, also has investor protection as the main underlying theme. 

The Regulator has formed an integrated dispute resolution mechanism for capital market products under which unit trusts would be categorized. This is a cheap and affordable resolution process for the investor who has misgivings on the product(s) bought. 
14.2 What does the Association do in this area ? Please specify.   

The Association has produced 2 television programmes (one in English and one in Chinese) discussing the basics of investments. The Association has also published the “Introduction to Personal Investing” – a handbook on investments, in both languages, and a guide on “Making sense of unit trusts.”
The Association in conjunction with other Associations, launched a website www.fundsingapore.com which put all funds marketed in Singapore under one roof. The visitor can assess fund factsheets and is able to compare fund performances between various funds. 

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

Members of the Association work closely with the distributors to present at seminars for the clients. 
14.4 What are the suggestions in this regard ?
15.
ANY OTHER INFORMATION
