§ 7?uaat to aera ﬁzpert aanagemant.; The invastars (er sbareholdars: ,jf;

§  of the iaweatmsnt trust do not hav& a say in ths nanagensﬁt |

R‘exeopt in the ganeral naating hald ycarly vhera they eleet the‘ ' ‘ '

- lacter. Tba nanagement 1s left 1ndependent1y to manage tha  _

“Vcompany.\ In the aase ef unit trnst, the unit hol&ers’f‘

” 31n11ar1y do nnt have a say 1n ‘the managom@nt of the eampany.yv”
‘,_3hey anrsly place their runds with the managamsnt who will -

£ _f iﬂ738t aecording te thair awn discretien.

'”1 ‘Iawb¢ta tyvﬁssﬂfhtruac8 33hc manasaasntkf fif<a“°!    :  »




i ?hn managemnnt or thn invustmant trust deis net hnvo
?kthe sgrviaa charga, 1t is ealy givea ﬁﬁaﬁgasent fess aanaally.

fv%yfha;servicercbargarcr\tberuait trust a@dinarily ?3ﬂ59‘ |

Tftntirﬁ eost ef huying and selliag invnstmaat. ﬁfha units arerf

":e&aaad at sssat value vithuut charge.

"v;"*';'s""n@ MS “ iﬂ m pereant ﬁat. L g
e = thﬁ 1ﬂ¥08tmant trust th@ operating expansas are rather fj  
,_L  fix.d. This distingnisbss 1t fram tba nnit trnst whara th¢ 1
. E‘me‘m"t 1s pasd acoarding to thair abmty to earn for the
A,‘U‘;unit hebdﬂrs and ths sales ar units_ SN e T

. In aanlysing tha fiﬂanaial penitian of trust GGQpanies |
' ‘:;&he 1nvu:tnant trust haa mnstly erdiasry sharss;‘ 0& the .
1 11abi1ity7s®da aro 1&@&3 ar uvardrafta nsually froa hanka.‘ ;ff_Tf

ﬁ;for 1ﬂvestment;whila tha sharahaldars are. ths aetual awnersﬁ@ﬁ

' of the company who eontribute to the pald-up capital.

. The aatual pereen%age 4is not given because it is a bu '8
secret, However, the range of taax;ta;niaa pereer

eb%aiasﬂ from eaieulatian on . g ix II (a), &)

prieea and the methed of @ﬁﬂ@& '




. &s far as ninimnm raquirenants are eansarnsd, this kind .
“ﬂ£ﬂaaalysis‘ahews very s@éeyats aeed ia? stabiliky e@ iﬁvssgﬁi‘;;,

lwit.zmamu. Shareheldars of the mvestmnt tx’ust who sumit s

'*#hares fer redcmptian ara antitled aaly to its prices prsvailingff 
~ 4n the market.\ If hommvor, the sacurities sre sold at a less T
. I”‘"iit is the vithdrewing snareho.mers wno sustain this loss am
fi' net tho eeupany as e wholo. B | Ll » = o

1 In the eass or unit-truat, 1t provides runds for the
ulithdrtiinc unit holders from tho procaods of new sales ar
‘yiunits. This is soma sort like a ‘replacemant"or a transfer i
E o titie withemt liquidating 'cho securities from tm portfalio.
}ffShuuld there be any 1nnreaaa 1n redamptien of units for cash



'gg;ts trun'_ho un1 fhoLders nnst?cdﬂtinswits 1nvastnnnt,te;_;,_ 
‘sainly h1ghly ﬂarkatahls aeeuritios. Alreai! ths Malaysian |
;Steok !knhnnge is aunsldorad thin4 (aa 13 the caas with nswiy
;dovalaping eeantrias).; rnns, 1f the unit trust were te'aanfina
;1ta 1nwnstment to bighly markotable seauritias 1n tha existiag o
jthm seaek exehaage aarket, the situatiea aili be va?y &tpressiag.1 f
" Heunvur, this Hﬂﬁd not be se fem an 1nvestmsnt trust but, y,  
the degree of marketability depends on the policies and i

- e

_Epgactls§§"aéapted by she nansgemant.r,;a,z‘sﬁffr’“ '

An unit trust may appoar attractiva to the public in
?'Vmany ways such as the composition of securities in the port-

3 'folio and the half yearly divideuds. Investing 1n highly |
‘marketable securities by the unlt trust is also 0ne of ths o
?attractiﬁansssal e e S RS

o ‘: Scms inwséhors considar appreeiatian 1n the value of

B the aeauritiea as seun& 1nvestmsnt.. Otbors may look at high
”°f'digulenda/aistribuaions as sound investment. R

6  Eigh divi&and eqxning saeuritias are uaually risky.

,Tha? ype of securitiss which‘involves less risk usually_earns




trust thﬁ primary notivatians‘ 0 d ; 490
rrm this it can be aeauced that the mf'tmse ‘wni :
Ljinvest‘priuarily in the shares of vell«as;gbliéhod eempanies
such as Chenical Company (Mslaysia) and Shell. It has also
‘ diviﬂeﬂﬁs anah” =y
;fﬁs‘tiﬁ shares and to be fully invested 1;8. keepiﬁg ss little? J

:;cash as pessible

;nrluencsd and linited{uharaa"in khc aane ef inveatman

r¥tcﬂeh¢03t?:hasa sharss which will earn#g  f

Tha process of 1nvestment can be summarised inta three

vx     (é)j the analysis and selectian of a list of stock for ;, 3‘k A?
'*7f} i current investmeut - ’“ki‘~   ”t Hm  ,y,,_ o

”(b)f tha formnlation of an investment policy, aud | ’l"k  1k]

  ;(0)  tha selaction of a portfolia.;,' , SRR o SN

s Trust campanios nay ba classified according to ths |
n  1nvestmont policios they pursue.. They may also be elassified
; ~;according te the dogree of financial risk raprasented by tho

B _type of ssnurities in tbeir portfelia._ One common faatuxi |

| its palicy, hawover, is that all the trust campanies de o
In fact tha ;[ k*

§i3nct channe

1 their funds into ans indnstry,ﬁ




,_;Investmsnt Trust)

“Qreelty.

- . Th@ typs °f Sﬁeurities aecured by thsse coapanies are:;
w¢; pr1mari1Y or#inary shﬁr@s.{ Thay do not 1nwest in gcvernmnat dia

“‘f;seeurities because the income derivad;isflcw coﬁpa?ﬁd to other

‘f“ typ3:9f securities. The aim of Investing 1a trust cc&panies‘;;fff{
Afej leavs tbe inyestment in government sacuriﬁies te the indivi-v‘:" ;f,
r:?f'auals.. ; _7—  I i i ¢ e

B All the trust companies, except Socng and Saw Investmantr R
 ' Trust, show a decline in the iBVQstmmnt 1n prepsrties becausa |
_k';sinco 1965 the dividands from prsperties have always been an

14‘:a doclino. | e o i e

- Theso trust companies have aartaln 1nvastment ohjaetives

,:‘ and the mnin onas are capital appreciation and high incoma'

_ ‘ ;As indicatcd earlisr, investmsnt with the bope of capital
f?‘:appreciatian rarely brings high income and vica versa.i Hansa, '
4 f~a ccmpramise between these two objactivas is arrived at.i_f;;
"palicy 1s thnsi ££acted by these objectivas so much so that -

iarestmsnt covers the‘three majaxhindustries, namely tin, ,L

i ha industrialf'w ,_f*g




REE f T* str1ke 8 hmlanse b@tweer eapital appreeiatian anﬁ“’

high dividends is to invtst in 81l these three m 3@, ths' ; ; 
; k -Ths aactntrafifanﬁszinvestod are in the‘yroﬁerti”’*"‘ 5 AT e
: e "4;;f:g¢agga¢g;e :,_f[j“j;::;«
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This diagram shows the general alloc"tion of funds in the ;
various 1ndnstries by the trust eempanies excapt ena 1nwest~~~, -

 mant trust.

' ;; — It ean be designated as rdinéry stbék  ‘

‘fundsﬁ Ehe gansral cbaraeteristie of the ordinary steex
funds 13 tha policy ef diversified 1nvastmsnt in erdinary
sharas as 1nﬂieated hy tho pertrelis of tne Malayan Unit

inﬁé??ééié£¢;~'v_

‘“ftrust”eampani s,*"
Ih ia; :

»views with top officers of
1s given thsss appraxiﬁa e figures.




ﬁ’v}?meﬂt policy“ It‘must invest 1n securities offhigh graée5; s iy

ffmarkatability hecausc when the nnit holders want te redeea

""Tshs units fer casb, tha eampany 13 Obbigsd tﬂ d° 3° and ths

if,only 81texnative left is tg dispaae af sama ef thsse saeuritieafj ff

@fer eash tg pay the unit holders.( The share market is thin

'”'?Jand apparantly the un;t trust canaot cperata very well as

 'compared to those of devslopad countrias.; ,:y,f 3

o ;  ]% §*- Most of the 1nwgstmant trusts hare
invest in ordinary stocks. It is emphatically stated t.hat; |
yit is not warth to invest in gavernmsnt securities beeausa
the return is law. Thcugh the investmmnt is diversified, tho
| divarsification is‘not as significant as that of the unit i
'Atrust ;‘ . ; ‘; | R ) | S
, , bgme investmsnt trusts invest more 1n certain‘§ub1ic;, |
uompanias._ It is simply a poliuy ef aggressive concentratimn

becausa they fael that cartaxn companies ara faveurable fer




Hggprafit. Bhdarvaluadﬁsha es are bcﬁght and’will;poasibl

is.to help the 1nvestora ta earn mcréhincoma.;f

| m‘(f
| A éewn appraﬂch Apart fram shis the iavestmant trust e
VGVdoea nat parfsrm other sarvieas fcr the sbarebelders. But

g ,'pit is nat sc in the ease ef the unit trust.,_,~;

Hhen anits are purehased an a 1args scale, it isenly"
 ireasonab1e that the service (er loading) chwrge shculd be |
 reducsd, thns making tbe shares available at a. lower priee.if;  °5 
 0f course, it doos not affect She distribution of insama uhieh
is on a pro rata basis.kf“ | o “‘ | j"
| H fhs unit trust oyerates a savings plan undar which tha
investors make periodic paymant.k Tha amount is then invastsd ‘
in truat shares and the service charge is tan per cent. In
‘this way the fund (Malaysian Savings Fund is the only one)

will alwayn be fully i ested Any dividend accrued to this :
re P . For a small addim .




zett.im het ’hisy :Lmatmm;.

S F&\ anesa u&w ara ta.x amsims* t.nay md not. mw; to [

,,wmy Enry tmit homer win ‘be given a tax exemptiea

*'i"‘vwm m he rweives t.he distrimtians.s — wﬂst@ﬁﬁﬁ "m
S ﬁmm te h; m if th@ m amnt moeds a w&siﬂ iﬁ?ﬂm&

Mﬁ are p}..ans uhich cnm the imaaters mt smu

,d:mw ean be ra—-imastod 1f ho so desires. apparently

ao rar, 20 amaim m mm ﬁ mmy or prefarenca is mﬁe

yat. In uu a Wt fnnd expma (tm oarlmt 13 the mst
Malayan Fand mirmg in 1969) the i.nvastors can haw thelr
mwmt tramfarrad to othar mm

m mmt hmt has tw sources ox mcm.Q Thn
mom i.s then ﬁstributed ta the smnh@m@rs in the rm |
fctuvﬂ.ms mllytm 1mmn mm«natammm&
‘wpfsr a‘m = A perum er ttxs imm is sat uida as: usmu




Proba ux :t.;he distributional
‘% mffuture. This

'ff hl!iis7the‘5ross d¢st‘1uution.f

1s due te the fact that eccuomic COHdltiOh mav be\good with 7 71:

the endingscirconirontatioh.ii - RIS S -
5 Tne Malaysiau tax ruuture fai¢0w¢ closelj that mf the :

 ﬁr¢ti3h and 5&“

crallan,, Eery iudividudl 1ﬂ taxed ouly onea. ﬁ f f'

‘fIa Unitad States there are iustances of double taxation.’f f7t:
Investmant trust nays a flat forty per cent tax just like

‘ any ordinary company. It appe-rs to be that t*ere ie double
taxation bec&use the invested company pays forty par cent tax

and the dividonds are paesed Lo the lwvebtmeat truét whinh is ,;,‘
| agaln taxed., Thiv will be xro¢sly unfair.f Adjustment is thus
do ue.‘ Any dividend from the companr to the invcstmeat trust -
"will be exempted and any income 1rom specul tiou aill be taxed
accordingly. Henbe, if the 1uccme is only from divideuds of
shares then tne investmen* truqt r.ore or less acts as collecting,

 cautre oi tbe a1v1dends.7 The iudividual 13

' and diqtriuutiu“
'""exscnal 1ncome th. Agalﬂ udjustmants




’flnkt&e eaga ofww

;7andgdistributiﬂgpeﬁntreﬁis moré ob§iedsr

axcept»that itap&acesi‘ o
a service “harﬁﬁ'{ane unit trust uellacts the. dividenﬁs fromff“°”

'the variaus invosted companies snd after deducting a csrtain  ?

 amoun frer s rv1ce charge, it passes the rest ef tha 1ncom$

‘ms dlvidends to unit helderv whc will haVQ ta pay the persanal

' income tax. ﬂere again; as in the ixvevtment trust exemptien

is permisqible caly if t 'an%t hﬂlder oradaccs a tax exemption o

V“HCher;t°{tha5 ﬁffect xram the trustee up te a certain amaant. a!ﬁ

gg st Com)anies aud the bmall Investor  ffg  f5f7f5*!*“

Individuals 1n the lowe” ﬂud niddle incore rroups cannﬁtk7) 
| afiord to pay the Iee“ charged f07 tﬁe fuull acuounts by the ;n‘
.vestment ccunsellorg e(uegt thgu uandlcd ac‘common trust |
*iands.' ExPert advice on 1iu vestuent ie only “Vaildble to
k wealthy iuvastorq and theve ueople form the iuvest‘ent trust |
f Inve~tment advicg za,also uV&illble to thc Le"v wealthy 8
yeople through the lnlt truuv,oa a *uall ger entege of half

or one per cent.' By = 11ﬂ thClr iu;ag (or s0 vings) itn”"

ﬁﬂéwﬁhit“frust the ixveqtore crn obtaiu diver51ficat1ﬁn of

‘adfmana enent.; It °hould be noteu that tbe 25

 ]&n“ot dlversiiy his fuud Qecause ,?



':gettins Eart diffiuult as tha halaysian sconumy is ccnstaatly
‘,changing.i That this is 30 is because af 1néustrialisatian

\ taking plae‘Jin:Kalaysia. Proper analysis takes time aa 1t ki
invel?es smialisad statistieal 1nformtiafan& in‘carpratatiaa
| af infarnatien.» H;thaut these preper vslectian er sseurity o
may nat lic posaibls;,  7¥lg?;i7jsﬂi;f%0~‘2z4>rief'

(11) ?ﬁs yrebleg af diversifia&tiaa small investsrs e
‘cann»b seeurc adsqnate diversifiaat on at reasonabla law cast ‘~f;al
as it is qaita axpensiva to buy ene share in ans campany.1 _;“

o ‘  The unit truat solves this problem thraugh ‘the k,z, :
common tﬁust fhnd vhioh invests menay in many variad campahies.kj“ ;

” (111) Thc preblea af timing - Bad niming can cause to | N
lose a lat af nenny.; Unit trust helps solve this yroblem in- Ry
two waysl firatly, the wide diversification will averrule the ]‘f
‘prica chnnses of shares and, secondly, sinca the management B

is exyert in thia field, it may be able to analysa the situatiah ‘

whieh 1 lnat available to the small ind*:vidual imrestor.‘ »




b ib"‘t"ﬁ "*‘1“-’ 13‘, quite high Thia amaunt 157 tﬁe g?ass’ e

,distribution before “X: fhgrgfgre it aan safaly ba Sﬁid

| ghat the First ﬁalay%n Fund erforms walL. Tne sama applies o
;f’ ;9ﬁﬂ anﬂ Tnird ﬁalayaﬂ bunds but of eaurge,r 14 ?,_;,;__i,

~lancs tfthe prices and the distrihntians will show‘tbat o
‘the First !alayau Fuﬂd nas the best perfoxmance.« Tha Malayﬁiﬁn:;ff'

| \Lommeres and Industry Fund is not good for the invester to

nvest beaanse the prices very oftan fall below $1-oo per
;unit.~ This may be due to the fact that this Fund vas tﬂ@
"last of four funds to be 1aunched.‘ ,‘;'~ S | |
| The parfarmance of the lnvestmant trust can ba evaluatsd ,~~5
on tha sama basis as in the unit trust. In t&io case the |
Lapital appreciation is not in terms of price per unlt but

omejso long,asithereuin no.

inc

,Investment trust usually does'nat
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