OPERATION OF INVESTMENT COMPANIES AND INVESTMENT FUNDS

GENERAL INFORMATION 

In the 4th quarter of 2002, the Financial and Capital Market Commission issued an investment company operating licence to the Joint Stock Company Ieguldījumu sabiedrība Astra fondi, as well as issued a licence to manage State-funded pension scheme assets to the Joint Stock Company Latvijas Vadošo Apdrošinātāju ieguldījumu sabiedrība and the Joint Stock Investment Company Baltikums Asset Management.
At the end of 2002, there were six investment companies managing nine investment funds (six open-end and three closed-end funds). Until 31 December 2002, five investment companies (three of them were subsidiaries of banks) had received licences to manage State-funded pension scheme assets and had developed eleven investment plans for State-funded pension scheme assets. 

In the 4th quarter of 2002, the Financial and Capital Market Commission accepted the public trading in shares of the open-end investment fund Hansa Laanemere Aktsiafond (Hansa Baltic Sea Equity Fund), which is registered in the Republic of Estonia, in the Republic of Latvia. The distributor of shares of investment funds in Latvia is the JSC Hansabanka. Until 31 December 2002, permits to trade publicly in securities in Latvia had been received by four foreign funds.

INVESTMENT COMPANIES 
In 2002, assets of investment companies rose by 633.9 thousand lats, or 82.5%, and reached 1,402.6 thousand lats at the end of the reporting period. Upon an increase in the amount of claims on credit institutions by more than twofold, or by 124.1%, their share in investment company assets increased from 52.8% at the beginning of the reporting year to 64.9% on 31 December 2002. Upon an increase of investments made in Latvian bonds, investments made by companies in securities rose by 49.9%, totalling 21.4% of investment company assets, or 300.7 thousand lats, on 31 December 2002. 

In the 4th quarter of 2002, upon implementation of active advertising campaigns for attracting clients to the State-funded pension scheme, the profit earned by investment companies decreased to 30.1 thousand lats (in the three quarters of 2002 – 61.0 thousand lats).

INVESTMENT FUNDS 

Though in the reporting year the total net assets of investment funds increased by 69.3% (including investments in securities – by 63.4%), in the 4th quarter of 2002, as a result of significant repurchase of investment certificates of one open-end investment fund, total assets of the funds fell to 21.4%, upon relevant 25.5% decrease also in investment companies’ investments in securities. 

On 31 December 2002, assets of investment funds reached 12.2 million lats, of which investments in securities constituted 8.8 million lats, or 71.9% (See Fig. 1). 

Figure 1

ASSETS OF INVESTMENT FUNDS
(in thousands of lats)
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At the end of the reporting period, the second most essential item in the structure of investment fund assets was time deposits of investment funds with credit institutions (27.3%), which within the year increased by 68.6%, totalling 3.4 million lats on 31 December 2002. 

In the reporting year, the structure of the securities portfolio of investment funds changed. Investments in government debt securities grew by 112.6%, amounting to 6.5 million lats, or 73.8% of total securities on 31 December 2002 (on 31 December 2001 – 56.7%), which attests to a conservative investment policy.  Within this period, upon a decrease of investments made in corporate debt securities by 3.3%, their share in total securities dropped by 15.4 percentage points and accounted for 22.4% at the end of the year (on 31 December 2001 – 37.8%) Though investments in equity securities rose by 113.4% in the reporting year, thus reaching 0.9% of total securities, this did not substantially change the overall structure of the securities portfolio (on 31 December 2002 – 0.7%) (See Fig. 2).

Figure 2 

SECURITIES PORTFOLIO OF INVESTMENT FUNDS

BROKEN DOWN BY TYPE OF SECURITY

(as a percentage)

	                 31.12.2001.
	                           31.12.2002.
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In 2002, the amount of investments made by investment funds in Latvia rose by 104.9%, totalling 8.1 million lats, or 91.2% of a total of securities on 31 December 2002 (on 31 December 2001 – 72.7%). In 2002, as the amount of investments made by investment funds in Estonia and Lithuania decreased by 81.8%, their share in the total securities portfolio dropped to 1.7% (31 December 2002 – 15.1%) at the end of the reporting period. In the reporting year, the amount of investments in OECD countries did not substantially change and comprised 6.4% of total investments on 31 December 2002 (See Fig. 3).

In 2002, an increase in the net assets as a result of investments reached 682.1 thousand lats, i.e., nearly two times more than in 2001 (395.3 thousand lats). The average annual return of open-end investment funds was 10.2% on 31 December 2002. 

Figure 3

SECURITIES PORTFOLIO OF INVESTMENT FUNDS BROKEN DOWN BY COUNTRY

(as a percentage )
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