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‘ \ unit trust fund is acollective

investment scheme which
poolsthe savings of investors with
similar investment objectivesin a
special “trust” fund managed by
professional fund managers. The
fund will then be invested in a
diversified portfolio of equities,
fixed income securities and other
assets in accordance with the
Fund’'s investment objectives and
as permittedby the TrustDeed.

The Basics
Introduction to Unit Trust - What is a Unit Trust?

The organisation of aunittrustisatripartite
relationship between the Manager, the
Trustee and the Unitholders. The obligations
and rights of each of the three parties are
specified in the Trust Deed, alegal document
drawn up by the Manager and registered with
the Securities Commission. The Trust Deed is
designed to govern the operations of the trust
fund and protect the Unitholders’ interests. The
Manager is responsible for the management and
operations of the trust fund whilst the Trustee
holds all the assets of the fund.
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I he Securities Commission is

responsible for regulating all matters
relating to unit trusts. It has, with the
approval of the Minister of Finance, issued
the Securities Commission (Unit Trust
Scheme) Regulations, 1996 (the
“Regulations”) and formulated the
Guidelines on Unit Trust Funds (the
“Guidelines”) to govern the operation and
administration of unit trust schemes. The
Regulations and the Guidelines have been
established with the objective of providing
aregulatory environment that would protect

Regulatory Framework

the interests of the investing public and
facilitate the orderly development of the
unit trust industry. All partiesinvolved in
unit trust schemes must comply with the
Regulations and Guidelinesincluding all
relevant legislation.

The appointment of the Management
Company, its Directors, Chief Executive
Officer, Investment Committee members,
Shariah Adviser and the Trustee must be
approved by the Securities Commission.

U nit trusts provide Unitholders a
simple, convenient and less time-
consuming method of investing in
securities compared to investing directly in
the stock market. Moreover, Unitholders
are able to benefit from the expertise of
full-time professional fund managers and
accordingly, need not have to worry about

The Benefits

How can | benefit from investing in Unit Trust?

what stocks to buy or when to get in and
out of the market. By investing in unit
trusts, investors have the opportunity to
spread their money over a diversified
portfolio of assets which otherwise may not
be possible on their own. There are also
potential risks involved and these are
itemised on page 10-11.
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What do I need to know about unit trust investments?

VWhy woul d I want to invest in Unit Trusts?

Listed below ar ethebenefitsassociated with balanced/equity and non-equity funds:

Professional | nvestment Services

Y ou havefull-timeprofessional fund managersto manageyour investmentsfor you. Investment
decisionsarebacked by extensiveresearch, market analysisand vigilant monitoring of the
economic and market environments. I nvesting on your own, you could spend unlimitedtimeon
researchthat professional management would haveabetter insight on.

Diversification Opportunities

By investinginunit trust funds, you havethe opportunity to spread your money over adiversified
portfolio of assetswhich otherwise may not be possibleonyour own.

Minimised Risks

Unittrust fundsprovideyouwith an alternativeinvestment optionwithlesser risksthaninvesting
directly inthestock market.

Possible Protection against Inflation

Itisnot how much you earn but how much you savethat determinesyour ability toaccumulate
wealth. By investing your savingsregularly in unit trust funds, you may achieveameasure of
protection against inflation through the capital appreciation of your investment, if any.

Affordable

AstheMinimum nitial Investment amount inmost unittrustsisrelatively low, they areaffordable
ascompared to direct investment in securities, of which bondsareincluded.

Convenience

Y oucanridyourself of theunnecessary stressand paperwork that comeswith managing your own
stocksand sharesor bondsportfolio, keepingtrack of your contract notes, sharecertificates, rights
and bonusissuesand soon. Itisvery easy to purchaseor sell back your unitsat any of the
Manager’ s offices or agents offices. Ontop of this, the Manager will sendyoutheFund’ sinterim
and annual reportsto keep youinformed on the performance of the Fund.

Unlikeyour investmentsinfixed assetssuch asland and properties, youmay sell all or part of your
unit holdingsto the Manager on any Business Day making it easy to withdraw your money.

Specific Benefits Associated with the BOF :

Tax-Exemption

Interestincomeand capital gainsaccrued by the BOF aretax-exempted. Furthermore, investment
instruments such asgovernment and corporate bondsare al so tax-exempt. Thiswould effectively
mean potentially better returnstoyou.

Diversification

TheBOF portfoliowill hold bondsfrom several issuersat any onetime. Thiseffectively meansthe
effect of market factorsonisolatedissuerswill only slightly affect you ascompared to ownersof
individual bondswho couldlosemost or all of their investments.

Affordable | nvestment Amounts

Typically, usua minimumamountsfor anindividual direct bond investment arearound RM 10,000.
BOF enablesyouto benefit from bondswith aminimal initial investment amount of just RM 1,000.
Additional investmentsmay be madeat any timewithaminimum of RM500.

Liquidity

Y ou can redeemyour BOF investmentsat any time on any businessday whenever you chooseas
comparedto ownersof individual bondswho can only tradethrough abrokerage account.



The Potential Risks

What kind of risksam | taking?

Any investment carries with it an element of risk. The potential risks associated with balanced/equity fund can be
analysed as follows:

a)

b)

e

f)

9

Market Risks

Any purchase of equitiesmust represent arisk investment asunit trust fund principally investsin listed stocks,
therefore, asmarket conditionschange, thepriceof unitsmay fall aswell asrise, andincome produced by thefund
may a sofluctuate. Accordingly, themanager cannot guaranteeany dividend or investment returnsto theunithol ders.
However, by investing in awiderange of shares, the manager attemptsto balancethisrisk with theinvestment
rewardsthat can be made.

Particular Stock Risks
Any irregular fluctuation of aparticul ar stock may affect the unit price. Thisimpact ishowever minimised because
thefundinvestsinawideportfolio of investments, thusspreading the element of risk.

ReturnsNot Guar anteed
Asaresult of theaboverisks, themanager isnot abl eto guaranteethedividendsand capital appreciation of thefund.

L oan Financing Risk

If you obtainaloantofinanceyour purchaseof units, you needtounderstandthat:

- borrowingincreasesthepossibility for gainsaswell aslosses;

- ifthevalueof your investment fallsbelow acertainlevel, you may be asked by the financial institution to top
upthecollateral or reducetheoutstanding loan amount totherequiredlevel;

- your ability to pay your loan instal ments may be aff ected by unforeseen circumstancesinthefuturesuch asloss
of employment

Currency Fluctuation Risk

If apercentage of theval ue of thefundisinvested overseas, thefund’ sassetsand incomewill be denominatedina
number of different currenciesother than Ringgit Malaysiaand thusfluctuationsin foreign exchangerateswhich
areunpredictable, may haveanimpact ontheincomeand thevariation of theassetsof thefund.

BusinessRisksof Emer ging Companies
Emerging companiesmay bemorevolatileand risky compared with mature and well-established companies.

BusinessRisksof Growth Companies

Someinvestmentsarefocused on shares of companiesthat arestill in the growing stages of their businesslife-
cycles. Whilethese companiesoffer higher potential for growth, theinherent businessrisksof theselessmatured
companiesarealso higher, even though theserisksare mitigated by diversification and our filtering exercise.

Managing Risksfor the Balanced/Equity Funds

Themanager will take reasonabl e stepsto ensurethat the above potential risksare managed by:

3

b

Compoundingthereturnsoninvestmentsover thelongterm period and capitalising onthe market cyclesto manage
short term fluctuations;

Constructing an efficient portfolio of assetsasdiversification reducestherisk significantly in comparison with
investing in oneor two countersonly.

10
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Specific Risks Associated with the BOF

3

b

)

Interest RateRisk /Market Risk

Pricesof bondsmovein oppositedirectionwithinterest rates. Wheninterest ratesrise, pricesof bondfall. Thisrise
ininterest ratewould causetheinvestor tofacetherisk of capital loss. But wheninterest ratesfall, pricesof bond
wouldincrease, therefore, investorswoul d seecapital gains.

Credit/Default Risk

Thisreferstothecreditworthinessof thebond issuer and itsexpected ability torepay debt. Default happenswhen
theissuer isnot ableto maketimely paymentsof interest on the coupon payment date or principal repayment onthe
maturity date.

Liquidity Risk
Liquidity istheability to convert aninvestment portfolio to cash without suffering anoticeablelossinvalue. The
Malaysian bond market isnot asliquid asthe equity market and thismay affect the price of any bond.

Manager’sRisk
The performance of any unit trust fund al so depends on the experience, knowledge, expertise and investment
techniquesadopted by theinvestment manager.

Inflation/Pur chasing Power Risk

Inflation can be defined asincreases of pricelevel of goodsand servicesandiscommonly reported using the
Consumer Pricelndex asameasure. Inflationisone of themajor riskstoinvestorsover thelong term and resultsin
uncertainty over thefuturevalue of theinvestments. Inflation reduces purchasing powersof money. Inaninflationary
environment, fixed rate securitiesare exposed to higher inflation risksthaninflationlinked securities.

Managing Risks for BOF

Themanager will take reasonabl e stepsto ensurethat the above potential risksare managed by:

)
b
)

d

L engthening or shortening thefund’ saverage maturity (withinthe Fund’ sobjective) in anticipation of changing
interestrates;

Selecting investmentsthat arebank or government guaranteed or secured agai nst assetsto mitigatedefault risk, if
thesecuritiescarry ratingslower than“BBB”;

Diversifyingintoanarray of fixed-incomesecuritiesto greatly reducetherisk comparedtoinvestinginasingleclass
of asset or asinglebond;

Channelling profitsin excessof theaverageannual dividendinto areserve account whichwill beusedintimeswhen
profitsareinsufficient to meet theaveragedividend payment.

Theinvestment manager will seek toreduceall theserisksasassociated with both the equity and non-equity fundsby
virtueof itsexperience, theanalytical processadopted by itsfund managersand by structuring abroadly diversified
investmentpool.



