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1.
Economic and Financial Background

	Table 1: Key Economic and Financial Indicators

	
	2006
	2007

	Population (million)

GDP (PLN billion)

Real GDP growth (%)

Inflation rate (%)

Unemployment rate (%)

Stock market capitalisation (PLN million)

Stock market capitalisation (% of GDP)

Bond market capitalisation (PLN million)

Bond market capitalisation (% of GDP)

Household gross savings ratio (%)

Household financial wealth (PLN billion)

Average per capita financial wealth (PLN)
	38.125

1.047
6.2
1.4

14.9

635.909

60.75

324.089

30.96

-

516.795

13,555
	38.115

1.727
6.5

1.01

12.3*

1, 080.257

62.55

349.254

20.22

-

695.9

18,257


*Data for 30.06.2007

2.
Key Trends in the Global Market

	Table 2: Net Assets by the Fund Industry in Poland

(PLN million)

	
	2003
	2004
	2005
	2006
	2007

	Home-domiciled UCITS

Home-domiciled non-UCITS
	31,926*

1,305.5
	35,734

1,700
	58,088

3,325
	84,875

13, 961
	111,309

23,654

	Total AuM
	33,231.5
	37,434
	61,413
	98, 836
	134,963



2007 Polish economy experienced a consecutive year of rapid growth.  According to initial estimates of the Central Statistical Office, in 2007 gross domestic product increased by 6.5% in comparison with 6.2 % in the year before (2006), and 3.6% in 2005. Gross added value in the national economy increased by 6.6%. Business fluctuation on the Warsaw Stock Exchange was observed in 2007. Bull market, initiated in 2003, prevailed in the first half of the year being predominantly a consequence of huge demand for shares of listed companies from institutional investors (investment funds and open pension funds). Small and medium companies faced boom, whereas blue chips grew moderately.  However, the second part of the year noted a trend reversal in growths initiated by a slump on the US property market.  Particularly small and medium companies were severely affected by this decline. Nevertheless, in the entire 2007 a Small company stock index sWIG80 recorded the largest growth (25.2%). Other stock indexes growths were substantially smaller – WIG index rose by 10.4%, mWIG40 by 7.9% and WIG20 by 5.2%. The scale of growth was the smallest from 2002.


Positive business climate on the stock market in the first half of the year did not only help individual stock market investments, but also all indirect forms of investing savings in equity instruments– mainly shares, diversified investment funds and investment policies based on shares. The second half of the year, when the pressure of apprehension was felt on stock markets, the demand for investment market instruments decreased; on the other hand, debt market instruments became the centre of attention (treasury bonds), bank deposits and investment products with capital protection.


After two years of extremely intensive, exceeding 60%, dynamics of annual growth of investment fund net assets, in 2007 funds’ assets grew by 35.6. In consequence of the depreciation of US dollar and Euro against Polish PLN (by 16.3 % and 6.5% respectively) the net asset value (NAV) of funds in value terms increased substantially – by 62.1% in the US dollars reaching USD 55.0 billion, and by 45.1% in Euro to the value of € 37.4 billion. 


2007 was the ninth consecutive year of growths of investment funds’ net asset values (NAV). The value of assets invested in funds increased by PLN 35.2 billion, PLN 2.4billion more than in the record year 2006 and reached the level of PLN 134.0 billion. It should be highlighted that during the year (in October) asset value exceeded even PLN 140 billion. Fund assets increased mainly in the first half of the year 2007  – the largest growths were recorded from March to June inclusive (in March it was possible to observe a record monthly growth of NAV – by PLN 9.6 billion). The second half of the year, due to a variable business climate on the stock market, brought equally the growth of assets (July, September, October), as well as their fall (August, December, and in particular - November, when the slump of NAV hit a staggering PLN 9.6 billion).

3.
Key Trends in the UCITS Market
	Table 3: UCITS Assets by Fund Type

(PLN million)

	
	2003
	2004
	2005
	2006
	2007

	Equity

Bond

Balanced

Money market

Fund-of-funds

Other 
	2,484

16,160

7,756

5,526

40.9

-
	5,071

12,481

13,030

5,116

36

-
	7,228

15,877

26,697

8,082

204

-
	21,495

7,940

47,790

6,708

645

297
	39,722

6,021

57,574

7,383

136

472

	Total
	31,926
	35,734
	58,088
	84,875
	111,309



When changes of the structures of the investment fund are taken into consideration, diversified situation on the stock market in the first and second half of the year 2007 was reflected in opposite trends that could be observed. The first half of 2007 brought an increase in the tendency observed in the second half of 2006. In that period the participation in the equity fund market was increased – within just 6 months it was increased by 11 percentage points. This was mainly at the cost of mixed funds, which lost nearly 6 percentage points and debt funds (-4.1 percentage points.). In the second half of the year, these trends were pulled back, and the position of certain groups of funds did not significantly change, except share funds, which particularly weakened their position during falls in November. 


During the whole year of 2007, it was mainly the equity funds that increased their participation on the market – by 10 percentage points.  At the end of December the assets in these entities constituted nearly 1/3 of funds accumulated in the national institutions of combined investment, which was the highest level for nearly a decade. A significant growth of interest among investors was observed when it comes to funds commonly referred to „other funds” (a part of capital protected funds, hedging funds, raw material funds, and also closed-end funds, non-public asset funds and securitized funds may be found in this group) – at the end of 2007 they controlled 7.8% of the market, nearly 2.7 percentage points more than a year before. 

After several very successful years of mixed funds (Balanced, Stable Growth Investment Funds, Active Allocation Funds and partly Capital Protected Funds) a fall of the participation in the market of this group of funds was recorded in 2007.  Still, they remain the most popular type of investments in Poland. For the fifth consecutive year the market position of debt funds has decreased – although the year 2007 was not too unfavourable for them as 2006 (when their participation in the market was decreased by 15 percentage points.), they lost another 4.4 % of market share and currently they hold barely 6.3 % of assets of all funds in Poland. 2007 was also a not very good year for the second category of funds allocating assets in liability instruments. Cash and pecuniary funds decreased the participation in the market by 1.9 percentage point to the level of 6.4 %. 

It should be noted that more and more of fund investments are shifting to foreign markets. At the end of 2007 the assets of share, mixed-type and other funds (excluding debt funds) allocating funds outside of Poland constituted almost 12.8 % of assets of the whole market – 4.1 percentage points more than a year before.

4.
Key Trends in Other Nationally Regulated Funds 
	Table 4: Assets of Other Nationally Regulated Funds

(PLN million)

	
	2003
	2004
	2005
	2006
	2007

	Real estate

Securitisation funds 

Other 
	-

     1,305.5
	      436.2
-     
      1,264.2
	      912.2
     95.9
     2,316.8
	     1,147
      524
     12,290
	1,  1, 609
64  641
21 21,404

	Total
	      1,305.5
	     1,700.4
	       3,325.0
	       13 961
	23 23,654



39 funds and closed-end subfunds were created in 2007. Closed-end funds which emitted non-public investment certificates, which are usually in the character of non-public asset funds, were formed at such a great scale for the first time in 2007.  These were mainly products dedicated to a particular recipient (wealthy investor), using tax optimalization possibilities. The investors, who are the participants of such funds, are able to defer the payment of tax from capital gains, as funds being legal entities do not pay taxes from realized profits (they can re-invest them) – thus, the non-paid amount of tax may further work in the fund. Furthermore, alternate securitized funds also started their activity.

5.
Trends in the Number of Funds

	Table 5: Number of Funds*

	
	2003
	2004
	2005
	2006
	2007

	Home-domiciled UCITS Funds

Home-domiciled non-UCITS
	112

16
	130

20
	160

33
	184

78
	192

165

	Fund launches

Fund liquidations
	-

-
	-

-
	60

5
	69

3
	111

17


* including sub-funds


Analysing the new product offer on the investment fund market in 2007, we should draw the attention to the dynamic increase in the number of funds characterized by an alternative investment policy, funds allocating assets in foreign markets and closed-end non-public market funds, often dedicated to a particular investor or a group of investors.


By broadening their offer addressed to individual clients, investment fund associations were trying to present the investors with mainly non-standard products, weakly represented in the domestic IFAs’ offer. Therefore, alternate raw material and sector funds stepped into the market. The last group (excluding real property funds) the following funds started their activity: financial sector funds, funds investing in the shares of energy companies, subfund allocating assets in the papers of luxury good producers and fund, in the portfolio of which are the shares of Polish issuers realizing profits mainly from export of goods and services. A new and interesting type of funds were funds (open and closed-end type) investing in the papers of companies connected with the organization of European Football Championship 2012 in Poland and the Ukraine.


Other more standard offers were also present – taking the advantage of good business climate in the first half of the year on the small and medium business market, IFA’s were introducing on the market alternate share funds allocating monetary means in the papers of companies characterized by small and medium capitalization (including also foreign companies). A very good business climate on the emerging markets induced the associations to provide their clients with emerging market funds and regional funds – these were funds investing individually in foreign company shares (mainly from Middle Eastern Europe, including companies representing specified economic branches), as well as funds allocating assets „indirectly” on the foreign markets (through titles of participation of foreign funds managed by parent company - asset management). Also, alternate capital-protected (closed-end and open-end type) funds stepped into the market.

In 2007 a staggering of 111 new products (funds and subfunds) entered the investment fund market. Simultaneously, 17 funds and subfunds were liquidated or entered for liquidation. Overall, the number of funds and subfunds offered by Polish IFA’s increased net by 94, out of which the legal form of 55 was open-end and specialized (sub)funds, and 39 closed-end (sub)funds. In total, at the end of 2007, 377 funds and subfunds were operating in Poland, including 277 open-end and 100 close-end funds.


One of the most significant events in 2007 on the investment fund market in Poland was the popularisation of umbrella funds (funds with emitted subfunds) in the IFA offer. In that period, 8 new funds of this type started their activity, 4 of them were completely new products and 4 were formed as a result of transforming currently existing open-end funds. The number of subfunds operating within the framework of umbrella funds doubled. The increase in their number, however, was not a result of the appearance of new„umbrellas” on the market – new subfunds were also formed in currently existing subjects.

6.
Household Savings Allocation
	Table 6: Main Assets of Households*

(PLN billion)

	
	2006
	2007

	Direct investment

Domestic investment funds

Foreign investment funds
Insurance capital funds

Deposits (in PLN & other currency)

Currency 
	57.9

72.7

1.5

27.5

239.4

68.9
	67.3

110.4**
3.1

35.1

262.8

77.2

	Total household savings
	467.9
	555.9


*According to the data presented by the Online Analyses, an independent analysis-providing company, monitoring the Polish investment fund market

**assets value presented in table 2 are higher because include also savings of institutional investors 
At the end of December, the Polish had a total amount of PLN 555.9 billion of savings (excluding assets accumulated in open pension funds). This translated into an increase by 18.8% than at the end of 2006. The largest part of their savings was in the form of PLN term and monetary deposits, which together with cash in circulation were PLN 340 billion (49% of overall savings). 

The largest dynamics of all categories constituting the Polish savings, was observed in foreign investment funds (106%) and in domestic investment funds (51,8%). Moreover, domestic investment funds are still ranked at a high third place (15.9%) of the Polish savings. 
The ratio showing the relation of fund assets against bank deposits in total also improved – last year it grew from a level of 23.8 % to 28.4 %. In the statistical approach, in 2007 the value of assets allocated in investment funds per capita exceeded PLN 3.5 thousand (0.98 thousand €).

Regulatory and taxation issues

Guidelines: It is proposed to include in this section information in the following areas:

7.1   
Eligible assets for UCITS: 

· Has the Commission Directive implementing the UCITS Directive regarding the clarification of certain definitions of eligible assets (2007/16/EC) already been implemented?

If so, what is/has been the impact of these changes on your business?
If not, do you expect the Directive to have a major impact on your business?

Currently, the works on the amendments of an investment fund act as of May 27, 2004 are carried out on the parliamentary level. The project of government’s selfamendment to the act replacing the investment fund act as of 4 April of this year effectuates in its regulation the implementation of, inter alia, the directive of the Commission 2007/16/CE as of 19 March 2007 regarding the execution of the directive of the Board 85/611/EEC concerning the coordination of statutory, executive and administrative regulations referring to Undertakings for Collective Investment in Transferable Securities (UCITS) for the clarification of certain definitions. The implementation of the regulations of the abovementioned Directive will not influence the conduct of investment fund activities in a significant way.  

· Are you satisfied with the amended definitions? 
The abovementioned government’s selfamendment in the area of the transposition of the Directive (2007/16/EC) does not impose new liabilities on investment funds. It only estimates defining and precising basic terms used for the needs of defining financial instruments being the subject of investment portfolio of open-end investment funds, e.g. instruments of the monetary market, titles of close-end fund participation, derivatives, indexes, hybrid instruments. Issues referring to funds which reflect the composition of financial indexes are also subject to precising.

7.2   
Pensions: 

· Have new development in the legislation of pension funds and/or pension products that are relevant to the fund industry been introduced recently in your country?  If yes, please explain.

In 2007 no new regulations concerning pension funds, which might influence the investment fund market, were introduced.

· Has the implementation of the IORP Directive or any other changes to pension legislation had any implications on asset managers in terms of changes in the demand for asset management services? Product offerings? Cross-border pension business? If yes, please explain.

Note as above.

· If not, what legislative or other changes would be necessary to induce increased demand for asset management services, product development or cross-border business relevant for asset managers?

7.3    
Other regulatory developments: 
· Have other regulatory developments that could have a direct or indirect impact on fund management been introduced in your country in 2007-2008?

On 30 November 2007 the Decree of the Minister Council as of 6 November 2007 concerning information prospectus of open-end investment fund and open-end specialized fund, as well as abridged version thereof came into effect (O. J. no. 212, item 1554). 

The Decree establishes specifying the offering document in the way which helps the presentation of investment fund essence synthetically clearly and comprehensibly, as well as all significant information for a participants and potential fund participants will be included. Therefore, a principle was adopted according to which the content of the abridged version of the prospectus will include the most important information that presents fund’s basic data, including basic characteristics of the investing policy and investor profile, cost structure, fund’s basic results and legal warnings. Another basic assumption adopted on the development of regulations defining the scope of information prospectus of investment fund, as well as its abridged version was to avoid copying information shown in other documents, in particular, in the statute of the fund, which, according to the investment fund act, is enclosed to information prospectus.

New principles of enclosing information mutual to investment funds with emitted subfunds were adopted. The current Decree did not provide for a new solution in the form of the issue of presentation in the information prospectus of the results of funds selling participation units differing in the way related to the collection of charges encumbering fund assets. 

· Is there in your country any legislation against the financing of companies involved in the manufacturing or distribution of anti-personnel mines and cluster bombs?  Is any such legislation planned? What is/would be the impact for fund management? Does such legislation establish a specific list of target companies?
Currently this type of regulation is not in force. The Chamber is not in the possession of information regarding future plans of the legislature in the abovementioned range

7.4
Tax rules and Taxation of Savings Directive:

· Have new tax rules that could have a direct or indirect impact on fund management been introduced in your country in 2007-2008?  

In 2007/2008 no changes to the tax law, which might directly or indirectly influence the investment fund market were introduced.

· Have changes/adaptations of guidelines regarding the Taxation of Savings Directive been made in your country (by the tax authorities or your association) in 2007-2008?  If yes, please describe briefly.

The Chamber is not in the possession of sufficient information in this field.

· Can you explain whether the implementation of the Savings Directive impacted the sales of funds and led investors to buy other products (e.g. unit-linked life insurance and/or structured bonds)?
The Chamber is not in the possession of sufficient information in this field.

8. 
Investment management governance
Guidelines: It is proposed to provide brief information on important developments (not only regulatory provisions but also new voluntary measures and initiatives) in the field of: 

8.1. 
Fund governance issues (Code of conduct, ‘Best Practice’, shareholder activism by managers, etc…)

In 2007 the works on the Code of Good Practices of the Financial Market were carried out accompanied by organizations incorporating subjects which offer financial products and services, organizations and institutions representing business dealings of clients, other market institutions and academic experts. The works included the achievement of subjects which previously developed and implemented own principles of good practices, including the Code of Good Practices of Institutional Investors adopted in 2006 by the circles of investment funds. 
8.2.
Governance of management company 

Note as above.

9.
Fund Standards and Distribution

Guidelines: It is proposed to provide in this section information on new regulation or self-regulation concerning 

9.1.
Standards (fund classification, fund processing, risk disclosure, etc.)

In 2007 the Chamber of Fund and Asset Management completed the works on a new classification of open-end and special investment funds; this classification fully and clearly systematizes funds operating on the market. The works on the classification of closed-end funds shall be continued in 2008.  In 2007 the „Standard of the scope of statistical information made public by investment fund societies” was passed.

9.2
Distribution (distribution of foreign funds, financial advice, disclosure of fees, etc.)

2007 was also a record-setting year in terms of the number of entities granted an authorization to distribute open-end and special investment fund participation units from the Polish Financial Supervisory Authority. 81 entities were granted the authorization which amounts to 2,5 times more than in the year 2006. Similarly as a year before, cooperative banks constituted the largest group among new distributors of participation units.

Overall, 208 entities had the right to distribute participation units for the end of April 2007 Still, banks have the largest share in the sales of funds; however, the role of financial consulting companies and life insurance institutions, which offer savings-investment (unit-linked) type of policies has been constantly growing.

· What were the consequences of MiFID implementation on fund distribution in your country (particularly the regulation of inducements)? 
MiFID Directive has not yet been implemented to the Polish legal system.

· Has MiFID implementation had any impact on the distribution of third-party funds? 
Note as above.

· How has MiFID implementation impacted the sale of structured products vis-à-vis investment funds?
Note as above.

10.1  
Socially Responsible Investing (SRI) Funds

· Do SRI funds exist in your country?

As of now, the Chamber has not recorded the existence of such type of funds.

· If yes, how many funds exist and what is their AuM? What are the major forces behind the SRI growth in your country?

· Does your country have a special legislation regarding these funds?  

If yes, please give a short description of the existing rules/regulatory provisions.  

10.2  
Sophisticated UCITS III Funds

No funds of this type are available in Poland.

· Is there a regulatory distinction between “sophisticated” and “non-sophisticated” UCITS III funds in your country?  

If yes, please give a short description of the regulatory provisions regarding sophisticated UCITS as well as information regarding the growth in the number and AuM of these funds.

11. 
Other activities of the association

In the realization of its statutory targets the Chamber of Fund and Asset Management has been undertaking systematic actions in education in order to popularise the knowledge of investment funds.

The Chamber of Fund and Asset Management systematically monitors the market and transfers data concerning it to interested parties and institutions, including media.  A monthly report on net assets accumulated in investment funds is drawn up, and a quarterly journal on up-to-date market-related issues and its development is released. In 2007 works on the modernization and upgrade of the Chamber’s website were continued; this website is going to become the source of full and up-to-date information on the investment fund market Members of the Chamber and its actions. A large pressure was also put on educational issues, the completion of which was e-learning course constituting an abstract of rudimentary knowledge of investing on the investment fund market.

In 2007 IZFiA participated in and organized many seminars, conferences and meetings devoted to the investment fund market; among these, an educational conference for students was held. A conference of Investment Fund Forum 2007, organized by the Chamber, was a significant event, attended by representatives of investment fund circles, state agencies and science and media, creating thus a platform of discussion about vital issues related to shape, development, and significance of the investment fund market. Another edition of the Forum is planned for the year 2008.
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