OPERATION OF INVESTMENT BROKERAGE FIRMS
GENERAL INFORMATION

At the end of 2006, there were six investment brokerage firms operating in Latvia (two of them were subsidiaries of banks).

The share of foreign capital in the share capital of investment brokerage firms on 31 December 2006 accounted for 12%, incl. capital of Estonia –7.4% and Great Britain – 4.6% (compared to 16.1% on 31 December 2005).

PERFORMANCE INDICATORS
In 2006, total assets of investment brokerage firms grew by 1.2 million lats, or 30%, and at the end of the year their amount accounted for 5 million lats, while capital and reserves reached 2.6 million lats (see Figure 1). 

Figure 1

ASSETS AND CAPITAL AND RESERVES OF INVESTMENT BROKERAGE FIRMS 

(in million of lats)
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At the end of the year, claims on customers (44.6%) and claims on credit institutions (37.1%) were the most substantial asset items for the investment brokerage firms   (compared to 42.9% and 18.2% on 31 December 2005). Capital and reserves accounted for the highest share of total liabilities of investment brokerage firms, 51.3%, as well as liabilities of firms to credit institutions, 37.3% (compared to 47.6% and 35.5% on 31 December 2005). 

The total volume of assets under investment brokerage firms’ management grew by 33.4% totalling 25.2 million lats at the end of December and these 100% were investments of funds of resident clients. 

The most popular type of financial instruments for investments of resident funds at the end of year still was investment fund investment certificates, i.e. 40.6% of total investments in financial instruments. At the end of December, the amount of these investments reached 10.2 million lats of total investments in financial instruments, incl. investments in investment certificates of the European Union States’ issuers, 95.1%, but in investment certificates of issuers of other countries, 4.9%. 

At the end of reporting year, of total investments in financial instruments, 27.5% were investments in debt securities and other fixed-income securities, incl. a major share, or 93.2%, were investments in debt securities issued by residents, and 25.7% of investments were claims on credit institutions (see Figure 2). 

Figure 2

INVESTMENT STRUCTURE OF RESIDENT FUNDS 

(as a percentage)

	                           31.12.2005
	
	     31.12.2006
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Overall, investment brokerage firms ended the year 2006 with a loss of 168.2 thousand lats (incl. losses for individual firms ranging from 71.1 thousand lats to 132.8 thousand lats). Two investment brokerage firms only ended the reporting quarter with a profit totalling 227.6 thousand lats (after tax). 
At the end of 2006, major sources of income for investment brokerage firms were fee and commission (and similar income on services rendered to clients, e.g., intermediary transactions in the financial instruments market, issuance of sureties), interest income from claims on clients, as well as other ordinary income totalling 35.2%, 29.9% and 27.6% of total income for the investment brokerage firms at the end of December (compared to 31.2%, 23.5%, and 40.1% on 31 December 2005). 

Administrative expenses were the most substantial item of expenses for the investment brokerage firms at the end of the year and their share in the structure of expenses accounted for 62.7%. Expenses for remuneration to staff made up a substantial share of administrative expenses, or 36.6%. 

On 31 December 2006, the capital adequacy ratio of investment brokerage firms was 79.1% (compared to 55.1% on 31 December 2005) (minimum capital adequacy requirement – 8%).

As of the 3rd quarter of 2005, a group, managed by the Latvia-registered investment brokerage company, JSC Ieguldījumu brokeru sabiedrība Suprema, has been subject to the consolidated supervision. By the end of the reporting year, the group had one Latvia-registered subsidiary, the investment management company JSC Ieguldījumu pārvaldes sabiedrība Suprema Fondi.
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Saraksts

		

						5. pielikums

		2006. gada 31. martā darbojošos ieguldījumu brokeru sabiedrību saraksts

		1.		"Latgales Finansu un investīciju kompānija"

		2.		"Prudentia"

		3.		"RB Securities"

		4.		"Renesource Capital"

		5.		"Suprema"
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