OPERATION OF INVESTMENT SERVICE PROVIDERS 
GENERAL INFORMATION
At the end of 2004, there were 26 investment service providers in Latvia, namely, six investment brokerage firms (2 of them were subsidiaries of banks) and 20 banks.  

In 2004, the proportion of foreign capital in the share capital of investment brokerage firms increased by 7.8 percentage points, reaching 29% (incl. Cyprus (16.9%), Estonia (8.7%), the Great Britain  (3.2%) and Lithuania (0.2%)) at the end of the reporting year.
By the end of the reporting year, 73 notifications from investment service providers of the European Economic Area Member States had been received regarding their intention to provide investment services in Latvia without opening a branch (see Table 1).

Table 1

Notifications of the provision of investment services in Latvia 

(at end of period)

	State
	30.06.2004
	30.09.2004
	31.12.2004

	Great Britain
	27
	44
	61

	Austria
	1
	3
	5

	Netherlands
	1
	1
	2

	Ireland
	-
	1
	1

	Estonia
	-
	1
	2

	France
	-
	-
	1

	Slovenia
	-
	-
	1

	Luxembourg
	-
	-
	1

	In total
	29
	50
	73


INVESTMENT BROKERAGE FIRMS
In 2004, assets of investment brokerage firms grew by 1,755.4 thousand lats or 49.3%, totalling 5,315.1 thousand lats (see Figure 1). 

Figure 1

ASSETS AND CAPITAL AND RESERVES OF INVESTMENT BROKERAGE FIRMS

(in thousands of lats)


[image: image5.wmf]2 486

2 076

1 751

1 993

2 123

1 555

1 773

2 074

1 600

2 535

0

1 000

2 000

3 000

4 000

5 000

4th quarter of 2003

1st quarter of 2004

2nd quarter of 2004

3rd quarter of 2004

4th quarter of 2004

Transactions in Latvian issuers' financial instruments

Transactions in foreign issuers' financial instruments


The most significant asset items for investment brokerage firms at the end of reporting year were claims on credit institutions (30.9%), claims on clients (30.3%) and participation in the share capital of related companies (22%) as compared to 37.7%, 24.5% and 14.4%, respectively, on 31 December 2003.  

When carrying out individual management of investors’ financial instruments under the investors’ authorisation, acquired assets are shown under the monthly balance sheet item Assets under Management. During the reporting year, investment brokerage firms defined more accurately the procedures for applying regulatory enactments with respect to information to be included in reports. This resulted in a significant increase in the volume of assets under firms’ management, reaching 348.3 million lats by the end of December, of which 92.5% were investments of funds of resident clients. In the reporting year, the most popular type of financial instruments for investments of resident funds was debt securities (and other fixed-income securities) (91.3%), incl. investments in resident debt securities  (17.4%), debt securities of EU Member States (28.9%) and debt securities of other countries (53.8%).

At the end of 2004, capital and reserves and liabilities of firms to credit institutions retained the highest share of total liabilities, i.e. 70.6% and 19.4%, respectively, as compared to 78% and 15.8% a year earlier. 

At the end of the reporting year, the market share of the two major investment brokerage firms constituted 66.1% of total investment brokerage firm assets (compared to 63.3% the year before).

In 2004, investment brokerage firms earned a total profit of 49 thousand lats (after tax), (incl. a profit of 267.4 thousand lats earned during the reporting period by two firms, whereas the other four firms ended this year with a loss of 218.4 thousand lats (incl. losses of individual companies, ranging from 3.4 thousand lats to 148.4 thousand lats).

In the reporting year, the amount of fee and commission income derived by investment brokerage firms (and similar income on services rendered to clients, e.g., intermediary transactions in the financial instruments market, issuance of sureties) increased by 45%, amounting to 59.5% of all income received by investment brokerage firms on 31 December 2004 (compared to 55.9% a year earlier). The second major source of income for said firms was interest income on claims to clients, i.e. 25.2% (compared to 21.7% on 31 December 2003). 

In 2004, the amount of administrative expenses of investment brokerage firms grew by 51.9%, and their share in total expenses accordingly rose, reaching 59.2% by the end of December (compared to 56.1% on 31 December 2003). The second largest expense item for investment brokerage firms was expenses related to fee and commission, etc., i.e. 17.4% (compared to 11.3% on 31 December 2003).

On 31 December 2004, the capital adequacy ratio for investment brokerage firms was 80.4% (compared to 99 % 31 December 2003) (regulatory minimum requirement – 10%).
INVESTMENT BROKERAGE FIRMS AND INTERMEDIARY ACTIVITY OF BANKS 

In the 4th quarter of 2004, the gross turnover of transactions in financial instruments grew by 29.6% as compared to the previous quarter and amounted to 4,657.9 million lats. The most significant contributor to the gross turnover of transactions in financial instruments was transactions in government debt securities, and, though the amount of these transactions slightly rose (by 1.8%), their share dropped by 12.4 percentage points, making up 45.6% on 31 December 2004. The second major contributor to the turnover of financial instruments in the reporting quarter was transactions in corporate debt securities. During the 4th quarter of 2004, the amount of these transactions grew by 37.9% and their share of the total turnover reached 23.2%. In the reporting quarter, the turnover of transactions in derivatives saw the most rapid increase, i.e. more than two times, and their share in the total turnover rose by 8 percentage points, making up 21% (See Figure 2).  

Figure 2

FINANCIAL INSTRUMENTS TURNOVER IN INTERMEDIARY COMPANIES 

(in millions of lats) 
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In the 4th quarter of 2004, the turnover of foreign issuers’ securities grew by 58.4% and amounted to 54.4% of the total turnover on the Latvian financial instruments market, compared to 44.5% on 30 September 2004 (see Figure 3). The reporting quarter saw an increase in the turnover of transactions effected on the non-resident clients’ instruction (by 95.8%). In the 4th quarter of 2004, the share of such transactions of the aggregate financial instruments market reached 32.4%, compared to 21.5% in the 3rd quarter of 2004.

Figure 3
FINANCIAL INSTRUMENTS TURNOVER IN INTERMEDIARY COMPANIES, BROKEN DOWN BY ISSUER
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In the 4th quarter of 2004, the total amount of the financial instrument portfolio held and owned by intermediary companies (in the market value) increased by 7.9% as compared to end of the previous quarter and made up 2,120.7 million lats at the end of December, including corporate debt securities (34.1%), equity securities (37.6%), government debt securities (21.4%), derivatives (4.2%), and investment certificates (2.7%) (See Figure 4).

Figure 4

FINANCIAL INSTRUMENTS PORTFOLIO HELD AND OWNED BY INTERMEDIARY COMPANIES
(in millions of lats)
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In the reporting quarter, the number of financial instrument accounts opened with intermediary companies slightly dropped and totalled 58,427 on 31 December 2004, of which 96.8% were resident accounts. 

� EMBED Excel.Chart.8 \s ���








PAGE  
98

[image: image4.wmf]2 486

2 076

1 751

1 993

2 123

1 555

1 773

2 074

1 600

2 535

0

1 000

2 000

3 000

4 000

5 000

4th quarter of 2003

1st quarter of 2004

2nd quarter of 2004

3rd quarter of 2004

4th quarter of 2004

Transactions in Latvian issuers' financial instruments

Transactions in foreign issuers' financial instruments

_1175957256.xls
Chart2

		31.12.2003		31.12.2003		31.12.2003		31.12.2003		31.12.2003

		31.03.2004		31.03.2004		31.03.2004		31.03.2004		31.03.2004

		30.06.2004		30.06.2004		30.06.2004		30.06.2004		30.06.2004

		30.09.2004		30.09.2004		30.09.2004		30.09.2004		30.09.2004

		31.12.2004.		31.12.2004.		31.12.2004.		31.12.2004.		31.12.2004.



Equity securities

Corporate debt securities

Government debt securities

Investment certificates

Derivatives

486.947

627.57

423.778

38.047

46.33

569.049

611.674

386.146

44.703

61.65

634.347

930.922

431.08

46.743

38.718

668.833

730.705

446.934

49.674

69.105

797.951

722.854

453

57.798

88.579



Portfeļu sadalījums

		

				12/31/03		3/31/04		6/30/04		9/30/04		31.12.2004.

		Equity securities		487		569		634		669		798

		Corporate debt securities		628		612		931		731		723

		Government debt securities		424		386		431		447		453

		Investment certificates		38		45		47		50		58

		Derivatives		46		62		39		69		89






_1176022198.xls
Chart1

		4th quarter of 2003		4th quarter of 2003		4th quarter of 2003		4th quarter of 2003

		1st quarter of 2004		1st quarter of 2004		1st quarter of 2004		1st quarter of 2004

		2nd quarter of 2004		2nd quarter of 2004		2nd quarter of 2004		2nd quarter of 2004

		3rd quarter of 2004		3rd quarter of 2004		3rd quarter of 2004		3rd quarter of 2004

		4th quarter of 2004		4th quarter of 2004		4th quarter of 2004		4th quarter of 2004



Transactions in government debt securities

Transactions in corporate debt securities

Transactions in equity securities

Transactions in investment certificates and derivatives

2572.731

938.5

124.052

405.646

2052.835

849.379

100.316

845.696

1864.183

1049.531

240.128

671.177

2084.966

785.048

234.919

487.893

2122.862

1082.467

446.259

1006.303



Sheet1

		

		Darījumi ar kapitāla vērtspapīriem

		Darījumi ar korporatīvajiem parāda vērtspapīriem

		Darījumi ar valsts parāda vērtspapīriem

		Darījumi ar ieguldījumu apliecībām un atvasinātiem līgumiem

		Darījumi ar ieguldījumu apliecībām*

				4th quarter of 2003		1st quarter of 2004		2nd quarter of 2004		3rd quarter of 2004		4th quarter of 2004

		Transactions in government debt securities		2,573		2,053		1,864		2,085		2,123

		Transactions in corporate debt securities		939		849		1,050		785		1,082

		Transactions in equity securities		124		100		240		235		446

		Transactions in investment certificates and derivatives		406		846		671		488		1,006






_1175935575.xls
Chart1

		37986		37986		37986

		38077		38077		38077

		38168		38168		38168

		38260		38260		38260

		38352		38352		38352



&A

Page &P

Assets

Capital and reserves

#REF!

3559.711

2775.517

1

3595.048

2742.329

4305.4

3238

4497.2

3297.7

5315.1

3753.4



Sheet1

		1997. gads  -  13

		1998. gads  -  13

		1999. gads  -   9

		2000. gads  -   8

		2001. gads  -   7

		2002. gads  -   9 (31.05.)

				12/31/03		3/31/04		6/30/04		9/30/04		12/31/04

		Assets		3,559.7		3,595.0		4,305.4		4497.2		5,315.1

		Capital and reserves		2,775.5		2,742.3		3,238.0		3297.7		3,753.4






_1175956534.xls
Chart5

		4th quarter of 2003		4th quarter of 2003

		1st quarter of 2004		1st quarter of 2004

		2nd quarter of 2004		2nd quarter of 2004

		3rd quarter of 2004		3rd quarter of 2004

		4th quarter of 2004		4th quarter of 2004



Transactions in Latvian issuers' financial instruments

Transactions in foreign issuers' financial instruments

2485.738

1555.194

2075.631

1772.596

1751.381

2073.637

1992.535

1600.292

2122.581

2535.311



Kopsavilkums-rezidenti

		

						30.04.		30.04.		31.05.		31.05.		30.06.

		Rezidenti kopā				278,439,196		278.4		684,704,149		684.7		0.0

		t.sk. (bez aizdošanas)				100,962,800		101.0		230,172,565		230.2		0.0

				2. cet.		jūlijs		augusts		septembris		3. cet.		novembris		decembris		4. cet.

		Rezidentu darījumi		0.0		599.5		575.7		449.8		1625.0		899.0		389.2		0.0

		Nerezidentu darījumi		0.0		213.1		398.5		187.6		799.2		198.4		229.9		0.0

		t.sk. rezidenti bez aizdošanas		0.0

		Darījumi kopā				812.6		974.2		637.4		2424.2		1,097.4		619.1		0.0

		Darījumi bez aizņemšanās un aizdošanas

		Darījumi ar aizņemšanos un aizdošanu

				4th quarter of 2003		1st quarter of 2004		2nd quarter of 2004		3rd quarter of 2004		4th quarter of 2004

		Transactions in Latvian issuers' financial instruments		2,486		2,076		1,751		1,993		2,123

		Transactions in foreign issuers' financial instruments		1,555		1,773		2,074		1,600		2,535






