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1.
Economic and Financial Background

	Table 1: Key Economic and Financial Indicators

	
	2007
	2008

	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)
	38.115

1.727

6.5

2.5

11.2
1, 080.257

62.55

349.254

20.22

-

695.9

18,257
	38.135

1.810

4.8

4.2

9.5%

465.115

25.69

362.943

20.05

n.a*

671.3

17,603


Guidelines: It is proposed to present Table 1 with no comments.  Any relevant information should be mentioned in Section 2 (see Guidelines below).

2.
Key Trends in the Global Market
	Table 2: Net Assets by the Fund Industry in Poland

(PLN million)

	
	2004
	2005
	2006
	2007
	2008

	Home-domiciled UCITS

Home-domiciled non-UCITS
	35,734

1,700
	58,088

3,325
	84,875

13, 961
	111,309

23,654
	53,138 (12,794 euro)

21,060 (5,070 euro)

	Total AuM
	37,434
	61,413
	98, 836
	134,963
	74,198 (17,864 euro)


After nine consecutive years of continuous growth, 2008 brought a profound decrease in net asset value (NAV) held in the national investment funds. NAV of funds has declined in the past 12 months by as much as PLN 60.1 billion down to PLN 73.7 billion. It was by far the largest annual decline in value of assets over 16 years of operation of collective investment institutions in Poland. In relation to the record level of assets recorded at the end of October 2007, this decline amounted to PLN 70.4 billion. In percentage terms the decline of NAV amounted to (-44.9%) - this was the second worst result ever in the funds market (a larger one - (-50.7%) – was recorded in 1995). 

The fund assets slipped during the first eleven months of 2008. The largest NAV decreases were recorded in the months, in which the most severe reductions of the shares prices on the Warsaw Stock Exchange occurred, that is in January (the assets decreased by more than PLN 21 billion), June (more than PLN 8 billion) and October (more than PLN 15 billion). Least of all, the net assets of investment funds dropped in November (by slightly over PLN 0.12 billion). The only month in which there has been an increase in the value of cash managed by the national funds, has proved to be December, when the NAV has increased by PLN 2.75 billion. 

Reducing the value of fund assets was due to the almost equally vast scale of the decline of the shares held on their respective portfolios, as well as to the investment decisions taken by the investment funds associations’ customers. According to actual data derived from domestic TFI (Investment Funds Association) the total balance of acquisitions and redemptions of the participation rights amounted up to (PLN -29.8 billion) and was lower by PLN 60.6 billion than the balance of 2007. It was a result of both a record of redemptions (PLN 121.0 billion, by about PLN 22.2 billion more than a year earlier), and a value of new acquisitions clearly lower than in 2007 (PLN 91.2 billion, by about 38.4 billion less than a year earlier). Definitely the worst balance of acquisitions and redemptions was recorded in January 2008 (PLN -11.1 billion), mainly due to the huge value of participation rights redemption orders executed (PLN 23.5 billion) that were a derivative of deep declines in the Warsaw Stock Exchange in that month. The subsequent months brought a clear limitation of the negative balance of acquisitions and redemptions, however it happened other three times (in June, July and particularly in October) that it has exceeded (PLN -2 billion) in the face of the increasing value of remitted units and certificates. The first ten months of 2008, therefore, confirmed the thesis, pointing out that in the present structure of the investment funds market (where since several years the stock and mixed funds have significantly prevailed), the most important significant for the type of participation rights operations performed by the TFI customers is the economic situation prevailing on the Warsaw Stock Exchange. 

3.
Key Trends in the UCITS Market

	Table 3: UCITS Assets by Fund Type

(PLN million)

	
	2004
	2005
	2006
	2007
	2008

	Equity

Bond

Balanced

Money market

Funds-of-funds

Other 
	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
	14,906
(3,589 euro)

8,501

(2,047 euro)

12,172

(2,931euro)

6,489

(1,562 euro)

69

(17 euro)

11,000

2,648 (euro)



	Total
	35,734
	58,088
	84,875
	111,309
	53,138 (12,794euro)


	Table 4: Net Sales of UCITS by Fund Type

(EUR million)

	
	2004
	2005
	2006
	2007
	2008

	Equity

Bond

Balanced

Money market

Fund-of-funds

Other
	
	
	
	5,212

-399

2,301

58

-

-148


	-1,752
618
-3,542
-319
-

 -2,283


	Total
	
	
	
	7,024
	-7,278


Guidelines: It is proposed to comment in this section the developments in the national UCITS market by fund types, in particular with respect to asset growth and net sales.

Despite a significant decline in the value of net assets managed by investment funds, the changes in market structure across the entire previous year proved not to be very crucial. The largest changes occurred in January 2008, when as a result of a significant outflow of the resources and decline in value of securities  in shares equity funds the portfolios, this category saw a decrease of the participation in market by as much as 4.8 pro rata points. However, in the same month the participation in the debt funds market increased (by 1.7 pro rata points) and, in particular, in the cash funds and money market (by 4.5 pro rata points). Similar trends could be observed in June and October (i.e. during the months in which significant stock exchange index decreases were noted), nevertheless their scale has already been clearly reduced. 
In the whole year 2008 there were the debt funds to mostly increase their position in the market of collective investment institutions (by 8.8 pro rata points). The major participation in this increase had funds investing in Polish currency (by 5.4 pro rata points), and slightly lower participation had - funds without the base currency (by 3.5 pro rata points). At the end of last year the participation of the assets of this category of trustees in assets of the market as a whole amounted to 15.2 percent, what has been the best result since mid-2006. The beneficiaries of the aversion to risk, growing among the participants, has also become the cash funds and money market, although the increase of their market importance has proven to be more than half as much lower then the importance of the debt funds (by 3.8 pro rata points). At the end of December the assets constituting 10.2 percent of all means of the investment funds (in September and October that participation has ranged as high as nearly 12 percent, however, then it dropped due to the losses incurred by some of these funds) were collected in those funds. A very significant increase in market share was seen by the players included in the category "other funds" - at the end of 2008 they controlled 10.8 percent of the total market, up by 7.3 pro rata points more than 12 months earlier. 

The biggest loss, considering position in the market, was suffered by mixed funds in the past year. Their market share has in the period under consideration declined, as much as by 11.2 pro rata points down to 40.6 percent. (the least since the end of 2005). Changes within this category were quite diverse – the balanced funds lost much (-12.0 pro rata points), however, the capital guaranteed funds have slightly earned (0.9 pro rata points) as well as the stable growth funds (0.4 pro rata points). Slightly smaller proved to be the loss of share equity funds - at the end of December 2008 they controlled 23.3 percent of the market, 8.7 pro rata points less than a year earlier (the lowest since the end of 2006). The largest decline in the market share within this category was recorded by the traditional share equity funds (by 5.6 pro rata points down to 20.4 percent), more than half as much lower decline was recorded by the small and medium-sized companies funds (by 2.6 pro rata points, down to 2.2 percent), while the lowest decline was recorded by the sector funds (by 0.6 pro rata points, down to 0.7 percent). 

The analysis of the value of acquisitions and redemptions of participation rights in the respective categories of open funds, indicate that by far the largest net outflow of funds was recorded by the balanced funds (PLN -13.338 billion = EUR -3.542 billion). Minor negative balance of acquisitions and redemptions occurred in the shares equity funds (PLN -6.600 billion = EUR 1.752 billion). The negative balance of the sale and remissions in 2008 also concerned the cash funds and money market (PLN -1.201 billion). Only the debt funds have ended the past year with a positive result (PLN 2.328 billion = EUR 618 million). 

4.
Key Trends in Other Nationally Regulated Funds 
	Table 5: Assets of Other Nationally Regulated Funds

(PLN million)

	
	2004
	2005
	2006
	2007
	2008

	Real estate

Securitisation funds 

Other 
	      436.2

-     

      1,264.2
	      912.2

     95.9

     2,316.8
	     1,147
      524
     12,290
	1, 609
  641
21,404
	2,129 (513euro)

851 (205 euro)

18,079 (4,353 euro)

	Total
	     1,700.4
	       3,325.0
	       13 961
	23,654
	21,060 (5,070euro)


Guidelines: It is proposed to comment in this section the developments in each segment of the non-UCITS market, i.e. real estate, alternative management, special funds reserved for institutional investors, etc.

The Financial Supervisory Commission in 2008 issued three permits for the establishment of an open investment fund, 7 permits for the establishment of an open specialized investment fund and 121 permits for the establishment of a closed investment fund. The dominant role of closed funds was also noticeable in the statement of newly-registered investment funds (84 over 98). The vast majority of them (more than 70) are the funds issuing non-public investment certificates. Among those prevailed the non-public assets funds which targeted at high assets individual customers and institutional customers. This time less popular were the securitization funds. 

Taking into account the net number of new products (new funds and sub-funds minus liquidated funds and sub-funds) also closed funds proved to be unrivaled. In 2008, the number of closed product has increased by as much as 80, while the number of open and open specialized funds by 45. The past year was the first year in which the number of closed funds (including sub-funds) turned out to be higher than the number of open funds and specialized open funds (including sub-funds). In the past year, the participation of the closed funds and sub-funds in the total number of investment products offered in the investment funds market in Poland has increased from 26.7 percent up to 36.0 percent. The highest dynamics in 2008 presented the non-public assets funds (private equity), which gained 4.7 pro rata points as well as the real estate funds (1.8 pro rata points). Smaller role was played by the securitization funds (0.7 pro rata points), while the minimum role was played by the hedge and commodities funds (up 0.1 pro rata points). 

5.
Trends in the Number of Funds
	Table 6: Number of Funds*

	
	2004
	2005
	2006
	2007
	2008

	Home-domiciled UCITS Funds

Home-domiciled non-UCITS
	130
20
	160
33
	184
78
	192
165
	222
281

	Fund launches

Fund liquidations
	-

-
	60
5
	69
3
	111
17
	140
15


* including sub-funds

In 2008 there were registered 98 investment funds (24 more, then one year earlier), including 14 open and specialized open funds (three of which were created as a result of the conversion of the existing funds into the open fund with dedicated sub-funds) and 84 closed funds. In general, however, in the investment fund market in 2008 there have emerged as much as 140 new products (considering both funds and sub-funds). At the same time 15 funds and of sub-funds have been closed (or placed in liquidation). The main reasons for which they have finished their activities, was either expiry of the term for which they were set-up, or drop of assets below a certain level, or merger with other funds. 

The total number of funds and of sub-funds offered by TFI have net increased by 125. In total, at the end of 2008 in Poland have operated 503 funds and sub-funds (figure 4), including 322 open funds and 181 closed funds. 

Among the new open for general use investment proposals (most of open and specialized funds and closed funds issuing public investment certificates) the entities allocating their assets in foreign markets have strongly prevailed. In 2008 there were set-up more than 30 of such funds, most of which invested in foreign securities indirectly, through the placement of cash in the participation rights of funds and sub-funds managed by foreign asset management companies belonging to the same group. Some of those entities are the sector funds investing in a fairly traditional way (e.g. into the values of companies from financial, real estate and construction, information and technology, infrastructure and consumer goods industries) and the thematic funds allocating their assets in a less conventional way (e.g., investing in shares of issuers operating in the fields of environmental protection, dealing with limitation of the impact of climate change on the environment and elimination of its consequences, or operating in accordance with Catholic ethics). 

Year 2008 extended the offer of domestic market of raw materials and commodities funds. By the end of 2007, in Poland there were established, merely three of such profile funds, while last year there were set up six new (sub)funds investing in the commodity markets. This was due to the extraordinary rise in the market in 2007 and in the first months of 2008, which attracted some TFI’s to place on the Polish market these types of investment products. 

In the market appeared also other entities, which purpose was to protect the invested capital (9 closed and two open funds), funds of funds (two open funds) and real estate funds (three closed funds). 

6.
Household Savings Allocation 
	Table 7: Main Assets of Households*

(PLN billion)

	
	2007
	2008

	Direct investment

Domestic investment funds

Foreign investment funds

Insurance capital funds

Deposits (in PLN & other currency)

Currency 
	67.3

110.4**

3.1

35.1

262.8

77.2
	40.2

42.6**

1.8

25.8

332
90.7

	Total household savings
	555.9
	533.1


*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 2008, the Poles’ savings amounted to PLN 533.1 billion (exclusive of funds accumulated in the open pension funds). That is by 3.5% less than by the end of 2007. 

The largest part of the savings of Poles were PLN and foreign currency deposits, which amounted to PLN 422.7 billion, which represented 49.5% of total savings (including savings collected within the pension funds).
Considering the categories of savings of Poles, the highest dynamics was seen in the defensive saving components: bonds (27.5%), investments in deposits (26.3%) and in the funds kept outside of the banking system. For the reason of the crisis in financial markets other groups have recorded the negative result in the annual picture. Notwithstanding the above, in the Polish people savings structure the domestic investment funds are still at the high third place (16%). In the statistical picture the value of investments held in funds per capita at the end of 2008 amounted to more than PLN 1.9 thousand. 

7.
 Regulatory and taxation issues

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

7.1    
Regulatory developments: 
· Have regulatory developments that could have a direct or indirect impact on fund and/or asset management been introduced in your country in 2008-2009? 

On 14 September 2008 the Seym of the Republic of Poland announced comprehensive amendments to three acts governing the functioning of the capital market in Poland: 1) Act on Amendment to the Act on Trading in Financial Instruments, 2) Act on Amendment to the Act on Public Offering and Introduction of Financial Instruments to Organized Trading System and on Public Companies, 3) Act on Amendment to the Act on Investment Funds. Amendments to the above mentioned regulations are associated with the obligation to implement the EU regulations into the Polish legal system, including: 2007/16/WE Commission Directive of 19 March 2007 on the implementation of Council Directive 85/611/EEC on the Coordination of Laws, Regulations and Administrative Provisions Relating to Undertakings for Collective Investment in Transferable Securities (UCITS) in the scope of clarification of certain definitions and the Directive of the European Parliament and the Council of 21 April 2004 on Markets in Financial Instruments amending the Council Directives 85/611/EEC and 93/6/EEC and Directive 2000/12/WE of the European Parliament and of the Council and repealing the Council Directive 93/22/EEC (2004/39/EC) ("MiFID Directive") and of other provisions enacted under it. Two of the last acts came into force in January 2009, while the Act on Amendment to the Act on Trading in Financial Instruments is pending at the Constitutional Court of Poland in scope of constitutionality of some of its provisions. 

The direct operation of investment funds will also be impacted by the by-laws to the Act on Investment Funds, which therefore also were appropriately revised. 

· Have specific measures been taken to tackle problems raised by the financial crisis, in particular in the area of risk management, valuation and liquidity?  If so, please provide a short overview of these measures.

In view of the current financial market situation, as of today, there have been implemented no real actions, which could ultimately affect the market or its participants. However, currently there are carried out works on the legislative package of regulations implementing the appropriate solution to the situation. 

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 2008, no new regulations regarding pension funds, which could have an impact on the investment funds market were introduced. 

7.3
Tax rules, VAT and double tax treaties:

· Have new tax rules that could have a direct or indirect impact on fund management been introduced in your country in 2008-2009?  

In the period 2008-2009 no amendments to the tax law were introduced, which would have a direct or indirect impact on the investment funds market. 

· Have decisions by the European Court of Justice regarding the VAT treatment of fund administration and intermediation in the distribution context been transposed in national law?
IZFiA does not have sufficient information in this regard. 

· Do double tax treaties of your country contain rules pertaining to granting treaty relief to investment funds?  If so, please give a short overview of the pertaining rules or give examples of interesting provisions, i.e. those relating to the question of eligibility of investors to obtain treaty benefits.

IZFiA does not have sufficient information in this regard. 

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 2008 there were updated rules for corporate governance of public companies, expressed in the regulations adopted by the Warsaw Stock Exchange - Good Practices of Companies listed on the WSE. Good practice in that sense is a set of rules defining the standards for listed companies of forming relationships with their market environment. The aim of these practices is to strengthen transparency of the listed companies, improve the quality of communication with investors, strengthen the protection of the rights of shareholders within the scope that is not regulated by law. 

8.2 Governance of management company 

IZFiA is not aware of any changes which could have occurred in this area in 2008. 

9 Standards Fund and Distribution 

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

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

In 2008 the Chamber of Fund and Asset Management has completed works on a complete Classification of Investment Funds including open, specialized open and closed funds. On the basis of the new division there are presented monthly details on assets. 

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

In view of the impending date of entry into force of the rules governing the rules of distribution of participation rights of investment funds (13 July 2009), in particular of the relevant provisions of the amended Act on Investment Funds and of the Minister of Finance  Regulation on Procedures of the Entities Operating in the Field of Intermediation in Sale and Redemption of the Participation Units and Participation Rights, IZFiA has taken an initiative on standard for testing by the investment fund market the adequacy of distributors who are not investment firms, to be developed by the investment funds environment. The works in this regard are currently being carried out. 

· What were the consequences of MiFID implementation on fund distribution in your country (particularly the regulation of inducements)? 

The rules of the MiFID Directive are implemented into the Polish legal system by Act on Amendment to the Act on Trading in Financial Instruments, which is currently pending at the Constitutional Court of Poland in scope of constitutionality of some of its provisions. In terms of investment funds, the exemptions provided for in Art. 3 of the MiFID Directive have been used, however, some specific solutions have been applied based on the Act on Investment Funds. Revision of the Act on Investment Funds provides that, with no need of an authorization of the Financial Supervisory Commission (KNF) the registrations for the participation units and non-public investment certificates, as well as sale and redemption of the participation units may be done through brokerage business entity engaged in receiving and transmitting purchase orders of acquisition or sale of financial instruments, domestic bank conducting activities referred to in Art. 70.2 of the Act on Trading in Financial Instruments or domestic branch of a credit institution entitled to conduct the activities of reception and transmission of orders to acquire or dispose of financial instruments. However, given the fact that the possibility of narrowing the distribution of participation rights of investment funds only to the above mentioned entities can significantly reduce the distribution channels of these financial instruments, pursuant to the options exemption provided for in Article. 3 of the MiFID, the possibility of such distribution by the entities which would obtain an appropriate permit form the Financial Supervisory Commission has been provided for. 

In view of the fact that the Act on Amendment to the Act on Investment Funds, in respect of the provisions governing the distribution of participation rights of investment funds, and the provisions of the Regulation of the Minister of Finance on the Procedure of Entities Operating in the Field of Intermediation in Sale and Redemption of the Participation Units and Rights, will enter into force on 13 July 2009, IZFiA is unable to answer your question, on what are the implications and impact of implementation of the MiFID directive provisions on the distribution of participation rights of investment funds. 

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

Please note as above 

· How has the financial crisis impacted the distribution of investment funds and structured products?

The current situation in the financial market has not responded positively to the sale of participation units of funds. At the turn of 2008/2009 it was visible a process of outflow of assets from the investment funds, as well as understandable in this situation, reduction in the value of participation units sold. However, at present the trend is slowly turning away. 
10 Trends in product development 

Guidelines: It is proposed to provide information on product development.  It would be particularly interesting to provide information on:

10.1 Socially Responsible Investing (SRI) Funds 

Currently no regulations in this regard apply.
10.2 Hedge funds 

IZFiA does not have sufficient information in this regard. 

11 Other activities of the association 

In 2008, performing its statutory objectives, the Chamber of Fund and Asset Management has taken systematic education actions aiming at raising the knowledge on the investment funds. 

The Chamber regularly monitors the market and transmits information about it to the interested individuals and institutions, including the media. We prepare a monthly report on the net assets held in the investment funds and a second report on acquisitions and remissions in the investment funds in a given month. In 2008, the Chamber also issued a quarterly on current issues relevant to the market and the market development which is addressed to the Parliamentarians, capital market institutions, the media and students. Great success in 2008 was the launch of the e-learning course constituting a compendium of basic knowledge on investing in the investment funds market. The course is free of charge and is very popular among the Internet users. 

In 2008 IZFiA was a participant and organizer of many seminars, conferences and meetings on investment funds market, including, inter alia, a number of educational conferences for students. The major event in the market was the Conference of Investment Funds Forum 2008 organized by the Chamber, which was attended by the representatives of investment funds circles, state bodies and the world of science and the media, so that it became a platform for discussion on significant issues related to the shape, development and importance of the investment fund market. In addition, the Board has organized meetings with journalists. The purpose of the meetings was to discuss the current investment fund market situation in the context of the global financial crisis.

