NANYANG SIANG PAU (BUSINESS) - 3 AUGUST 2009, PG 8

ﬁﬁﬁﬁ- NANYANG SIANG PAU

AR

Al Z2h

FEES AND THE INVESTOR

' EszaPACH
FEE AL A
-

t*iﬁlt?ﬂﬂﬁlﬂ
¢ paryBpestemutusl com. my

BHEIE 4 2 JolcTh

Lo (SRR B A
B — R4S salescharge  S—
T2 EESFE® | annual management
fee) =

T 0 L E 0O O S R i
A FHESEHHITHE - EREATRAT
HFEAL-EXT—® "SRV BR"
(front lcaded} » BANZE R AR EMN S8
ik - MTFAASWA AR ERE SN
B F-fhEEAHERTE -8B T
0% ZE 7%.2 8«

WEIMIEELERLE  FETE
TR ST — O S0 AR U B s —
BSEEFTANERS - SRS -
ENTERASEHE - REEN-BTTF
OE%E 200 o X G

EEEsmEXeSRRELTE B
Mﬁ&ﬂ?ﬁmttﬁl B T o E R

b ﬂﬁ%tiﬁﬁﬂﬁﬁ"—ﬁﬁ' i

W « R AR R -
EE BT RS
DT £ L i A 4 R o
FEHEEREE R EON
REEIWAE W FREARE

xR

SHEHE S O B LL » B S SE Rl 1 A
AR - FRRE AT M e A T B

Lﬁﬂﬁﬁﬁm&ﬁﬁ?&&hﬁﬂﬂﬁ r AHIRTE
LEIMrE-EFERHELAAS F o BE—ERAN
—IEEE » FREEOAREE HTE FRANFERE
Bl FARFERERS SRR -

Bl AR SMNTET RS AEEHE
SRR - R EAEMEy — - R FEGMeE
WEFEERED X5 BlEmIEEEeamlTER
e

EfEETEESH  KFEEEGMEEERE
= v H0 5 W] — £ d SRR S LA ) 8 S AR
B o BEL  FFEFERESNDE - S FRlERTES
FREEHRNE -

i 0t & 7 03-08-2009 » EHi—

D RHT AR - BER
L BERSFRAMA

L A-ERERHEL
L HAEERERE A
P L EEEREERES

L HmMTRRARERS
. B

| R S TR

LR

R HTE-RERER
¢ RN SRR o

D MTHERE SRS
L FeTEIELmEET

T“FEI&B*JHEE ﬂﬁﬁ

M o TR A

HRINEERERE

R TR RS
1 EEE BT

P e

iR E — i =ER

w%ﬁﬂﬁ&@ﬂﬁ@ﬁﬁf

£ bnnual trustes fee) B
WM [ custodian
fea} -«

— W
(I —F{EFEEE-
WAl —FhEE) B
ER A
5 - ERE i
EMAT W EfTMA »
A A
— i EMEN
Fi  MTEER
ik e

TR
EHERARTES
RIS - RIEE X

o

—HEEE RS AE R SRl
TIAEE & E At TN E R RN - — K
EEWENREEES RIS TRl
' ARSI RPN ESRETA -
Hepan b Rt R TR -

EERNETE— NG ERRE 8
Wih S et A 0 b TLIEHE o

HIMERERES  HAEEREAIRE
B — R TR LR AT - e R
B A TmEEAEANRE SO HE T S
R o

RNHEFEREEMEALE Bl

WEAREMTERERITAGRES |

HEH, TR SEWES .

e T IR Ry

#—SEE  RILXEDE BB e
SNEHERE—EREX SRR vHyE | TAERHERRTEESE 4

| BT S S TR

i1
AEREmS « RE—THEFNERIH

L—TEEETREN EREEFRLSFEE
BEEXRNERREE B2 - !‘iﬁﬂ;ﬂﬂﬁ'ﬁ [

[ EE L -

Bl BEFRGMEES ESERRE

RS RE 2 R o
HiMEE YEaEfpeReEwsa Y
et EERWRNEHERRNERE
W BRI —ANEAEE -

EMmnEd - TERFEET  hF—EELH™ |

= P 0=
CHEREERABCAIEL .

EEAEmREIERE. &
THRAEEEMERRMAE

B T T

2 MERBESE  HFHHE
L - A AL R RS 3
I SIRT S A RE -



rohaiza
Text Box
NANYANG SIANG PAU (BUSINESS) - 3 AUGUST 2009, PG 8

rohaiza
Text Box

rohaiza
Text Box
FEES AND THE INVESTOR


FEES AND THE INVESTOR

“...Investors are advised to read and understand the prospectus as well as consider the fees and
charges involved before investing”...

You will be able to see the above sentence in almost any printed material where unit trust
products are concerned, be it in newsletters, print advertisements, brochures of Malaysian unit
trust management companies. It is probably the fact that this particular sentence is placed as a
form of a disclaimer, which normally appears apart from the main contents and also usually in a
smaller print, that the consumer, in this case, the investor, would easily miss reading it.

Also, another common situation could be the promoter of a unit trust fund is not providing, or
not providing enough information on fees and charges to the investor. Normally, information
about fees and charges would come in second to information such as fund returns.

Thus, the reason for ignorance at the consumer’s end.

Fees and charges imposed on investors of unit trust funds have been around since the unit trust
scheme began, unlike charges that have been lately introduced to some services offered by
financial services institutions. Alas, we still hear of many unit trust investors being caught
unaware of these fees and charges imposed on them when they purchase units of a fund.

Types Of Fees And Charges
Basically, there are two charges the unit trust investors should be aware of — sales charge and
the annual management fee.

The sales charge is a fee levied on the purchase of units of a fund. The sales charge is channeled
to fund expenses such as marketing, advertising and distribution expenses of a unit trust fund.
The sales charge is said to be “front loaded” because it is deducted upfront from the purchase
amount, leaving only the net amount invested in a unit trust fund. The sales charge would differ
from one type of fund to another, normally ranging from 0% to 7%.

The annual management fee is charged by unit trust fund management company for the
ongoing portfolio management and administration of a unit trust fund e.g. maintenance of
unitholder’s register; maintenance of proper records of a Fund; and investment management
and administration. Annual management fees can range from 0.5% to 2.0%.

Equity funds that require close monitoring from the investment managers would impose fees
and charges that are at the higher end. Fixed income funds, bond funds and index-linked funds,
which normally require less monitoring from the fund manager, would correspondingly impose
fees and charges at a lower end.

However, this does not mean that a unit trust investor is subject to these two types of charges
only. There are other fees, such as annual trustee fee, custodian fee, which are accrued daily
and paid out by the fund. Some funds even have an exit fee imposed.

Some transactions would require the investor to fork out additional charges. This applies to
transactions such as switching from one unit trust fund to another. As in the case of free



switching, i.e. no switching fee, the advantage of this transaction as compared with redeeming
from one fund and entering into another fund under the same management company, is that
the investor gets to enter into the targeted fund (new fund) at the fund’s buying price which is
net of the sales charge.

Investors should be able to obtain details and information of the fees and charges imposed by a
unit trust fund in a fund’s prospectus or the website of the management company.

Impact Of Fees And Charges On Returns

Some unit trust investors do raise the question whether at certain times, especially during the
first year of the individual’s investment would his/her returns be pulled down by the sales
charge.

As fund manager, we advise unit trust investors to view their investments as long-term asset
accumulation type instruments, and therefore overcoming the perception of a seemingly large
one-time service fee per transaction as well as achieving benefits of portfolio averaging over
time. Even if an investor only performs one lump-sum investment transaction, the sales charge
would be spread over the few years invested.

However, investors who utilize unit trust as a market timing tool, going in and out of unit trust a
couple of times in a year similar like trading stocks may experience a big adverse impact from
the fund sales charge. On this basis, the bulk of the unit trust fund returns tend to be eroded by
the sales charge irrespective of market conditions. We certainly do not advocate such steps as
we believe people should only buy into unit trust if they want to pass over the market timing
decision to the unit trust fund manager, instead of doing it themselves.

Why Should There Be Fees For Unit Trust Investments

The fees and charges that a unit trust fund imposes are to cover the expenses for distributing,
administering and managing the fund. The fees are seen as reasonable given the fact that a
group of professionally trained and experienced investment personnel will manage your
investments for you.

When managing your money, these fund managers are well supported with research and
analyses when making investment decisions. These technical and fundamental supports are not
available to retail investors who directly invest in the stock market.

Moreover, if you hold a full-time job or run a business, knowing that your money is well taken
care off by these professionals will leave you the peace of mind for you to concentrate in
building your career or business. You need not spend time monitoring the market and also there
is no hassle of market timing or the confusion of when to move in or out the market.



Performance-Based Fee

In some countries, where the unit trust industry is in a more advanced environment, you will be
able to find some funds that charge their annual management fees based on how the funds
perform. In Malaysia too, you could find a couple of such funds.

This is a very good approach that benefits the investors. When a fund performs well, the unit
trust management company will be able to draw from the fund a fee that corresponds with its
performance. When the fund is not attaining any returns or commendable returns for the
investors, the fund manager does not receive any fees. Often tagged as a product where “the
fund manager only makes money if he/she makes money for investors”, we believe that as
investors get more sophisticated (especially the high net worth segment), such performance-
based funds should be coming into the industry more in the future especially for the mass

market retail investors.
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