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To : Aul MEWBERS AND REGISTERED PERSONS (UNIT TRUST MANAGEMENT
CompaANES! INSTITUTIONAL UNiT TRUST AoviSERS! CorPoraTE UNT
TRUST ADVISERS! PRIVATE RETIREMENT ScHEME PrOVIDERS!
INSTITUTIONAL PRIVATE RETIREMENT SCHEME ADVISERS! CORPORATE
FRIVATE RENREMENT SCHEME ADVISERS)

ATTN - CHier EXECUTIVE OFFICER! AUTHORISED REPRESENTATIVE

Diear SinMadarm,

DUTIES AND RESPONSIBILITIES OF MEMBERS AND REGISTERED PERSONS
IN HELPING INVESTORS TO MAKE INFORMED INVESTMENT DECISIONS
UNDER SWTICHING TRANSACTIONS

(A} Objective

5. This tircular aims to highlight the above 1o Membars and Registared Persons. In
discharging the dufies and respansibifities for persons authorized to deal in units
of unit trust funds and private retirement schemes', all Members and Reglstered
Persons must ensure thal the practice of excessive switching that ara net in the
best interast of iImmstors should not b adopled. '

2 In this mgard, Members and Registered Persans should aim to enbance
Iransparency on invesliors' ghls, such as svallability of fres switching and kerp

Investors informed about switehing fees (if any) to be incurmed when making the
Investrent decision.

(B) Definitions
3. For the purpose of this circular. *Switching™ and "Chu rrirgy" are defined as leligws

{a) "Switching" refers fo concurrent transactions of redemeption and purchase
of unite involving two (2) or more funds that mest any of the followng oritesia;
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I Investors do not pay any sales charge for investing into another fund(s),

i Invesiors pay a pertion of the sales charge for investing into another
fundis); or

. Invesiors pay & flat or ficed amount of administrative fes for investing
into angther fund(s),

() *Churning” refers 1o excessiva redemplion and purchase of units using the
same iInvestmeni proceads into ona (1) or more fund(s).

(C) Background and issues

4 Currantly, investors are allowed to perform switching transactions by salling

hisfher units it one fund-and immediately re-nvested into another fund(s) wathout
the need to wait for the redemption procesds to affeut a purchasa,

Switching servicss currently offered by Members and Registered Pamons o
investors may incur the fofiowing fees and chaigas.

() Sales charges for switching mto a fund;
(b} Exit fees (though niot comman) for switching oul from a fund. and/ ar
(6} Administrative fees,

Howewver, certain switching trangactions may not attact sales changes,
especially when investons switch out fram a fund charging sales charge that is
higher than the fund ha/she intends to switch nto. Far example; fram gguity
llinds 1o bond Tunds or money market funds which are generally imposing lower
oF no sales charge as compared 1o equity funds.

Switching becomsas an lssus i
{@) investors are not mformed on free switching option that they are anfitied to;

{b) 1t is conducted excesaively which Is not in the best intersst of investors bt
for the purpsss of earing sales cammission by Unit Trust Consultants
((UTCs’) and Privale Retirament Sthems Consultants ("PRCa").
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{D} Duties and Responsibilities of Members and Ragistered Persons in

Helping Investors to Make Informed Investment Declaions under Switching
Transactions

Temns used for switch i

Terms used for switching seryices should not give an investor the impression
that hessha is not performing a a-.r-rltr:hing tran=action, For sxample, terms such
as “contr# redemption” should not

ndus rolact iInve T vE switohin

All Members and Reqistared Persons ans required to ensure that the following
migaslres are pul in placs to protect nvesions itom axcesgive switching:

fa) Switching transaction must be praparly varfied and documeniad;

{b} Invesiors must be infermed on free switching options entitied to them, #

any, before any switching fransaction Is cunducted,

.. Free switching options. whare applicable, must be inditated clearly in
the: switching form by Members and Registerad Persons; and

. Membars and Registersd Perbons must ensure that  switching
trarsactions that are antitled ar quallified for “free switching” must be
utilized or exhausted first prior to implamenting switohing transactiuns
that involved feas and chames;

(c} Churning Is prohibited

{d) Investors must receive wiitter hotice each time a switching transaction |s
cenducted. Among athers, the writtan notice must clearly disclose all the
fees and charpes involved in the switching trarsaction:

(8} Members and Registered Persons must be able fo track and monitor
# ‘chumning trandactions to ensure invesiors' interests are not being
compramised under such transactions. Among other things, Members and
Repistered Parsons may put in place systems and procedures 1o ensume
that:

I All ewitching transactions conducted, together with relevant infommation,
such &s sales charges and axit feds (if applicable). incurred dirsctly by
invesiors must be tracked by Members and Registered Parsans: and

. Investment perfarmance for the respective invesiors can be monitored
and chuming cases that benafit Unft Trust Consultants (UTCs) or
Private Retiremsnt Scheme Consultants (PRCs) at the axpense of
mvestars, if any, can be detectad
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(f) An annual review by Members and Registered Persons shall include policy
and procedures on switching fransactions as a control to detect churning
andfor excassive switching transactions.

Should yiou require any further information or elarification, pleass do not hesitata to
contact the undersigned, Ms Koh Hwee Ngim or Cik Zunaida Abdultal at 803-2083

2600 or email to kohEfimm com.my / zunaida@fimm,com my
Thank you.

Yaurs Taithiully _
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NazaruDDIN OTHMAN
Chief Executive Officer
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