:  ? 5“fff¥h¢n aﬁ 1ndividual, a grsu; o& 1&dividu‘13 
?L% fti0n Qecureﬂ tha legal title to propexty witn the abligatianf

i'f fto adnini ter it aecordix¢ te 1nstru¢tieﬂs;for'tze gGOﬂ‘°

¢  an¢ther, trust is said to be erastsé.*:;  ‘

' ‘trustae ia the cases prescribad by law, receiv

jthoreof, anﬂ le ing money ou rea

er a corpera«

Tunt a trust company may be said ta be aas;waiea,isﬁ"

K « ;axgaaised “for the purpose of tating aceeptiag ‘and execnting i
ét i

such trusts as may be lawfully coumitted to 1ti actiﬂg ag:

ng depesits caf

money aod other personal proportyi ::g is::éggligscggiigatiogs'
pe e as.r.,,

In ract, this definition 1; legally accapted.k The Trust he

JCom>anies Ordinance, 33 or 1949 classifies a trust comgany as

one which acts as trustae, agent, managing agent, 1nveat1ng

agent; to taae securities, cuatodiaﬂ, to receive and ﬂanaga

‘ vaiuking fuﬂds, and to depasit and inwest tha meneys ef tha

chmpanyiin authorised inv° f, _f"’:‘ S

clandanin,




2h1s zraduatian axarcise doeg net atkeapt te deal with" :"fw“‘
4 ithis far |
,r.;ﬁis'iatennea to_;¢al witb the investment‘aapeetsvaxetruggVE_

m‘af”trust eam@any as aaah,  1h1s grad&atiaﬂ axexaise

K?; caapan1es., Hance they shall e khswn‘asyiavaa:msat__,‘ anies

‘**{[ﬁw 1investment trusts.y aewaver, both tarmakare as a1a1e&; i;1{ff o
8 1ﬁjlegal dofinition.ll?5;;;; '

g Dcnglas Bellemers, an investmant aeenamist, dﬁscribes
5"iuvastmant eompanies as ccaperative fi&ancial iuatitutians’“°
ff“uhasa purpaae is tc brinb tegether the savings ai maﬁy
~ individuals and to invest them in & diversified group nf;<“
. securities ~ ‘either common stock or prefarred stock, bnnds
§  or a combination of these securities - which have hsen
'7gj,salected by the manage&eut of the iuveetmsut comp&nies,?§
Since the characterlstics of tha Halaysia invest&ent
‘  ]campan1es are similar %o those oi other cauntries the sama
‘* ,‘def1n1tion ¥ill be used to describe the 1nvaatmsnt companies
- of this eq‘ltry eemprising apenrand investmant ccmpany5 anﬂ
‘ 'cl@seé~enﬂ 1n§a§fmant compa es.   ' ‘

Inyestmsnt a‘!panias should be distinguishsd frem S

fh@ldiﬂg °°ﬂp&ﬂiﬁ$ “‘tﬁ' fﬁnmet anl} purchasa sscurities far ;ff?fﬁ

mnt %m:ms aremdieated nmdsr‘ ﬁhe‘seetim of o

'Cl%faiiiegzion a:alnfestmﬁat Campaniasf_ia thi ?chapt_




7f}¢au@any bncanse thay boliave that tha diversifisatien in khe

| giﬁvestment ef stoek will reduee tba risk ef eapihal lass aaé e

Tgiven the aa&e amaant 0r sacurity.f ;][3f7“f‘f :"  ‘°‘

. Tha company 13 abliged tc sell ar huy baek the steek fraﬁff
3the investnrs.r This 15 true 1n the case ef Malayan ﬁnit Trusts
ffthd. which is én openwend investmeﬂt campany¢i The nnitnholder -
ﬁf ean redeem for cash at any time by selling the units ts the kf{
1‘ \:nanagars of the cempany.  1‘ 7 _«,  MH:;i‘   ‘-,‘k; ,n‘ j)_,,_, S
e It was mentioned above that the investment cempany acqnires -
'securities of other companies nat for the sake of eontrolling .  
  *the mmnagement 01 the companies. Primarily, it just wants tO"‘f
‘}" ’divsrsify 1ts portfolio so that 1t can avoid the contrcl aver ‘ “"
“' rtha management of other companies."' L o Y

| Tba investmeut company has twc sourcas af ineeme:

(i) tbe 1utere°t and dividends of the securitiescmnunh and  ' 
(11) the profits cbtainsd from“s@lling the securlties abave  f: f
,   the purchasad price’§ ,_;;3 ﬁ   ,,,_,;.,;;H,,_zw_v RS FNEL



,zaxiom but they}usnally cannot deﬁverr wsII» ?hey buy whan'J

the'priee efitheﬁseeu ities ars&risiag frea,tae deﬁyassiea

;}and'sell them whan the prices have just~begunﬁ
;cha bﬁﬁﬁ This 1s iilusﬁratsd in the;d gk1_'_w
3 if? GK’ ﬂn/?

?fkmngﬁ‘;fu;f,ig

g | s yﬁ?»3'uM¢ v Ah@aa i, e
 ° 9f 0C' and OB’ are the be"inning ef the rise anﬂ fall af

‘ ';the nriee nf shares respectively. It uill be cbserved that

f [ the profit maroin is cn. | R Y

OA' and OB are where thc nrice of shares are at its

. 1ebreqsiﬁq and boom respectlvely~' BJ °6111ng the s;ares 7 

i vhen the price is at 0B 1f purchased at OA the profit marging "
is AB. ‘

'7:3 The tims periad taken rer the two aases abﬁve is the

fsame.  Hence any company will inspire to gbtaiJ thekprofit  £i fff?



3ffpaid up capital for expansion purposes.r It 13 disenssed,mnre i

hh{ i‘dve Ueen said above are direeted te the general,;

1}investment eempanies in Halaysia.ji;hare are onxy tw* types R

faf investmsnt companies or. trust cempaniesz (ﬂ) elessdéand,_;;

3f:investment campanies and (b) apenmend investment companies‘ fff*  :’
[; The dietinction 13 somawhat made clearer 1u the lelQWing 7f°ff7ff

  d1agram4

| Trust Campanias ar(§;~f,3”*GK“"_#»;
Iuveotment Ccmpsnies j;j,r o

;Tﬂ Investment Trusts ‘ k' \f““f‘ it Trusﬁs”fwf*f .
~or | g R
Cloged-end Investpent o Openeend Invsstmﬂnt
Comganies B ‘,'('g Companies also known as
R R ~mutual fucds
f ILvestment Trusts Invastment Arusta Elexiblq i_fwfaw
Nonuleveraga or Leverage Typa~,z ‘
no- : \ %, écr gearing

”?\;ﬁahe: This is the general satuup uf trust cempaules asf‘
practisedﬂﬂfj st ; Q haube ﬁ



h*eh thara'%_

;will or marriage sattlement te

 The seeand party is the trustee.,;wi‘ 1ste it
jIrusts is ths uhartarad Bank {R) Trusteﬁ Ltdﬁ?;;lheszhiré gayty; ,  
‘,gis the unit halders whc aceugy the paaiticn ef bensfieiaries S
.H‘:under the Trust Beed The fundamental priﬂsiple is hhat tha
§ “ml,syan mm; Tmsts Ltd deposit wu:n She cnart.amd Bank t.he
ﬁ‘portfolios ef the Malaysian Stoek Exuhaﬂga sacurities. ?harr
_,‘pahlie 13 thsn 1nvited to buy fractiena af tnis blcﬁk which ‘ 
i are &nawn as units. The mihimnm & persen may buy is 100 units
v“ and thereafter in multiplas cf 50 units. e

= 6. Msrriman Unit Irusts and new Tbey erx, Pitman « bon,
8  London 2nd Ed (1960), pg.11 B
9. The choice of Chartared Bank is somathing historieal. The i
~ .. .reason Dbeing that when Ceoper Brothers Ltd., (a charterad B
' accountant firm) was handling the ‘Malayan Units Trusts the
~*chcice*fell*on the Chartared,Bank because of its strong

I itian and re uiatian. S «{ha ibouthgﬂas




.;ffaapital.' Unleas QOﬂdltiﬁﬂS andfaé

xiasuancs sf,additional stoc&, tne management will usaalxy n@t .

jobtainea and is usually braqted under nom ?l!eﬁrcumstaneasf*

,_;at presenﬁ all the campaﬂies axs grivagely nggé'> Eﬁﬁﬁasrhﬁ

,f;anases ex trush companies uan hardly ba purchaseﬁ by *aatsiders'  ~ 7

Ei?ﬁnly the reSpcetive sharehelders of these cempanies have tha

'; ‘f1rst 9raferanc$-, The admissiﬁﬂ cf naw shareholders is

1 f'sub;ect to the consent of the beard oi‘ directors as spelt mg

 ?x by the mamoraudum.‘,

,; Until now all sharss issuea out ara erdiaary stack.
5ff‘There is not even one ef thesa cempanias that h?d issuad out ‘
 i¢'Preierence or debentare atock.‘ f . | .

Tue amount 01 investnent trusta' sh"res avallable far RS




z'em'eapuauaam@a 1s hign and :’imvastmt trust pays e
7 ; th,’bérreﬁadftundﬁfbut ebtains

higaer retugn fram the herrauad ruads fe#‘inreatmanz* - IR
| ‘:'Thh principle of leveraga will anablo a highar !ata‘af‘ﬁf§  

 tnan they would earn if tha antire‘ apitalisatiﬁ°‘gag?w A

»Aluw'rate 6 ;interest _ﬁ

lbe=farm af stock. :‘ i i
Iae principla of levera ‘e implies greater risk bef u

sbthe'pcssibility cf Loss is graater., ’H°J]3f;[)7 751~'

;ne principle af 1sverage is illustrated bslsw with

refsrence to ane af tbﬁ 1nvastment truats.ﬁ"'””'”

Geanchen Investmant Trast Ltd Illustratiaa

uorrewad Funds 7 ‘ Rate of Interest Intarest charged
“$1,000,000 8§ $80,000

.~ Return on . Total
- Investment Sl T
%1 000 000 T ‘[‘11555; R  ,y$115,00Q ,_
£~ Eg§gt The data are hypotbetic&l hut the prinsiple usad hera]¥w
SRR by this eempany is similar. S | , 
From this 1llustratian, u: can be seen that ths mnage-- |

:fmsnt wilL get an 1ncoma {after &aduetins paymant af 1ntarast)



a}}é;;"m mwatmt i *ms zm b kha mmg g_g mas»;

ifgcomyany. Ihis is differant fram the unit trusﬁYthrﬁatha3ﬁﬁi
; ;391é@rs pay & saf?iea Qharge*,‘%ha serviee ehﬁfg* is-ﬁsg?«=if
"icavsr‘the prssent expenses with a small sum 1eft accumnlatiﬂg',

?iffar th& tutnre msnngamont af thﬂ com@any. S

ﬁhe iﬂcemss of the investmant trust, are lntenﬁeﬂ ta mggg”  __j

‘«thoir annual expenses whereas thm unit trnst may reeover amt;{‘f'

 of elther the capital or the income of t.kw fund, a sum based (R

 on the parcen&aga of the half yaarly value of the trust funﬁ:jf
“1 and also in additiaa tc the 1nitial 3arvice cbarge, : ‘




Ihe an;y une unit trust aa@panx, ast up 1n 1959, 13 sﬁﬁ!eﬁ5; ;?5

|  53 Lhe first brgst eemgany lﬂ Hdl&YSia héd it“ beginning -

,;;;§9¥ Tba idea gage frem Eu@ &ustralian iuvegtar°tresiding

7fffin the acuutry.«;

o Apparsntly tne idea o& trust eompany hmd 1us arigin in
“:ﬁeléium {8ncie%e Ge*eksle 1e Belgique, 1822) and subssquently

":ksimﬁlar arganisations were Icrmed in Switzarland and in Fransa. 

stilli later in the %860‘5 the trust company muvemant started
in England expanded staadily for 20 years and reached the
”_fnaignt of 1ts devalopment ia the beam period of the 1aso*a.

-,During the formative stags there was little ragulaticn on

”;the actxvitias of the trust companies and unsaund aud specﬁla, ;;~*“

 tive prqctices pravailea., Tbs financial crisis Qf tha 1890‘ ~}f5if




e these 1““““““‘3 were less rapid after 1899, fm!a 25 > 30
1iavestmsnt trusts were organised batween 1890 and 1%35‘ ’“
f’nwas sstisﬁted that by 1931 ‘there were 193@ nore: Gf;——

:*isneh trust sampanies with a tatal paiéwin aapitaliaf_%ﬂf“ff*}

,-;ﬂillimr;;f-- e § S Tu
‘ “'f it vas ccmparatively reeant thab the 1nvestment trust .
 i nppsared in the United 3tate3.f Priar to Wﬂrld War 1 thare
 were several campanies and funds in United States having sone

;* eharac$er1at1as af the Bribish 1nvestm@at trust, but the mave~ R

 ment was net dsvelepad until the 1920's.~ ; -
| In its initial stege there was avidencs that uwing tn th@ :
ﬁ, laek of sxyerianae in thia nﬁw mathaﬁ af 1nvestment whieh had

’, era@s@d7the Atlantie, the managemeht was mneh restrieted ana




ffexpensas were often high¢‘ Reserves were net prewia&aginda

baéause cf thia mnny af the 1nvestment trusts failea and the;

ffthan 600 trusts had surviveé and in tha same year %heffémuas

? Inve9tmsnt Camyany Aet ef 1940 wss passed.

?he interest was ravivad sa much sa that the btock Exggﬁ,;“?'*57

| ‘ic@ﬁmission of the United Statss rapurted that there wers 453
- ;'ngisterea fims with total assets of $170 billion in 195&. |
| | The. firat unit trusts were probably created

in 1924 bnt 1t vas ohly after 1929 that they attained popularity.  i

. 1ts slaw start 1n the 1920'3 waa aue ta the fact that the S
icontrcl on managsment did net provida the possibilitias fcr o
':capital appreciation. |

‘ Tha reaoi’aamﬁce of‘ﬁthe ’f




ﬁltrust mavemsnt iﬂ Gr@at Britain.,;,'°;‘*'"°”'7 "’”"“*

Hawevsr, the British nni"{trust startad 1n a mnre favsurablegfﬂ

a"~vo éellimrmof units!and 5

‘4;;  ijur1u; the a#r'tiue, there;w
“:the creation of new vnit trustq were chanﬁelled 1into War Laans.?  ?f
, | Iu 1951 ‘the firot un,t truet quotation appeared on the
‘  -nLondon Stock Exchinge.,.; ‘ o e | S

| ;H: The salee of the inve tment fbthhe 5 years, 1953~57 were -

~as follows: | ey

§965 = = = = = = = = = = = = £154,724,000

e -;19::4 SR e g A g ! maa,asa 0o
i ﬂm,em 000

£351,728 OOOﬁ;;}jf;Jr



ffrhe piansor eonpany 1n Australia is the Aastralian

k?awned subsi&iary of the bouth«kast Asia Developmant barparation;;. _
l InitialLy 1t was set up es a businees venture but was i
  later turned 1nto a unit trust.s | B ',' i ‘; SRR o

” Though the paid-up capital has increased by apprcrimacely
‘_ten times, the new unit holders have not increased by the |
sane proportieg. ﬁhis is due to the high rate of 1lliterany
R ahd the conséfV&txve idaa of keeping ona s own money rathor |
*ﬁl,‘than letting other peaple 1nvest with 1t.; o ‘_ |
o sinae there are 195‘ public ccmpanies traded 1n the g
  “Malays1an btock Exchange, Jt is apuarently not vood to lure
';the setting up 01 ore unit trusts.;”f‘*”"*37”f” "f”if:V‘L”7” f'
| t the ualayan Unit rmsts

huﬂvit can safely‘ 6 said thu



?‘cayitulfure i vefteaf:f hares,w;k_;l:i"fff

;;gcad inuomeq i; 10 form 01 dividenﬁs.: Later still, they o

The iuveqtrent trust need" a ulg iund far ito 1Avestment
'; It daev nob. wﬂut to ;ﬁvite pLullc iuVQSuoru to pool 1n funda  f

since it is a 311vate company.‘?‘ The amount it has for invest~ .

"ment is the anount of paid-uv cfgital un*ess the banks or cbher 'f' 

ﬁinst*tutians ave wxllino to muke loans to the ccmpany.; Eenee e
V  1twrequire a lwrge paid—up capltal This is another factcr

: J‘vbichﬂdiscourqge ‘the 3@ttin" up ﬂf uare urugt ccmganias.

e i o o o A

:.§:; uoanehen Investmsnt Trust Ltd ‘gnd Soong and baw Investmnntg

;fv  Halayés aéeﬁrities Irﬁstjbtd ‘ Halayaa Investmsnt Trus% Ltd
”74Timor~InveetmentnLtd“frLM *nxlgvestmeutyu d.




in itrs' nath, it is Very iu.nlizcely ;t'.nat’ the mevement will gaiﬁ,ff]_

,fzzmczh momentuﬂ. e




