






            KYD Newsletter

Institutional Investment Managers Association

  August   2003
www.kyd.org.tr 

       info@kyd.org.tr
-----------------------------------------------------------------------------------------------------------------








Turkish capital markets that have been improving steadily for the last couple of months are currently in very positive mood with many encouring news which are starting to make the general investment environment attractive again. Large amount of savings which were initially not accounted for in the banking system begin to accumulate in the banks mainly in the forms of treasury bills and government bonds for their higher returns. Eventually this helps to reduce the interest rates and also contributes in the appreciation of the Turkish Lira against USD and Euro to some extent. With the help of lower interest rate levels in government debt securities, overall debt rollover and redemption schedule are relieved. However, government should still monitor the current public finance policies and performance very closely in order not to deviate from target levels. Possible new US loan agreement that is currently being discussed may force some investors to underestimate some of  the existing risk factors in the financial markets.

Primary ( budget ) surplus is still one of the main indicators looked at in order to maintain the positive sentiment in the sector and the government is trying to keep the budget performance as close as possible to the target levels. Developments and current situation in Iraq are again quite sensitive to many market participants since many investors believe they are related with the possible US loan agreement. Inflation figures are again very encouraging also this month which eventually helps to boost the consumer confidence level and keep the real returns stable in spite of lower interest rates.

Although a small amount of correction might be expected in the foreign exchange rate levels in the upcoming weeks along with more news regarding the budget performance, current positive sentiment would eventually limit any volatilities in the financial markets in the short term.

Investment Funds

During the month of August, B Type T.Bill & Bond investment funds and B Type Variable Funds were among the top performing investment funds like the previous month. Contrary to previous months, according to year to date fund return figures, especially B Type T.Bill & Bond funds seem to have slightly better returns than B Type Variable funds at the end of August. According to the data available at the end of August 2003, highest rate of return year to date among all A Type investment Funds has been recorded as 36.02 % and  the highest rate of return year to date among all B Type investment funds has been posted as 40.43 %. According to monthly return figures in KYD B type fund index levels, there is a slight increase since June 2003. KYD A Type fund index also has a slight increase in its monthly return rates since June 2003, however, the largest monthly increase is posted at the end of August 2003. As of August 31, most of the B Type investment funds that invest in foreign securities are in the negative zone according to their year to date returns.

As of August 31 2003, A Type Variable Funds are making the largest portion of A Type funds according to their total net asset values. On the same date, B Type Liquid funds are the largest fund type according to total net asset values, with B Type T.Bill & Bond Funds in the second place and B Type varibale funds in the third place. According to July 2002 data, however, B Type Varibale funds were the second largest group among B Type funds according to NAV.

KYD Fund Indices

Some of the index returns in KYD A Type Fund index as of August 31, 2003 are as follows :

	Daily
	Weekly
	Monthly
	3 Months
	6 Months
	Annual
	Year to Date

	0.55 %
	- 1.71 %
	7.67 %
	4.66 %
	8.73 %
	23.33 %
	16.29 %


Some of the index returns in KYD B Type Fund index as of August 31, 2003 are as follows :

	Daily
	Weekly
	Monthly
	3 Months
	6 Months
	Annual
	Year to Date

	0.25 %
	0.60 %
	2.92 %
	8.10 %
	17.68 %
	39.98 %
	24.32 %


KYD Bond Indices

Some of the index returns in KYD Bond Indices as of August 31, 2003 are as follows :
	Daily
	Weekly
	Monthly
	Year to Date

	0.37 %
	1.22 %
	5.73 %
	41.39 %


According to data at the of August 31, 2003  the total net asset value of all A and B Type funds in Turkey has reached 10,996.57 ( Million ) USD. Total number of funds in KYD A and B type fund indices is currently 242.

KYD Eurobond Indices

KYD has also started to prepare Turkish Eurobond Indices which are available in KYD website ( www.kyd.org.tr) . Eurobond indices reflect returns since the beginning of 2003. Eurobond index values as of September 9, 2003 are as follows:

	Eurobond Indices (as of 09/09/2003)
	31 December 2002 = 100

	 
Value
Daily Chg.
Weekly Chg.
Monthly Chg.
Year To Date Chg.
USD
112.88
-1.00
0.98
3.09
12.88
USD-TL
95.16
-0.61
0.59
2.14
-4.84
EUR
110.89
-0.37
0.22
1.75
10.89
EUR-TL
99.18
0.49
2.26
-1.13
-



Comparison Charts

KYD A&B Type Fund Indices Jan 1st 2000=100

   KYD Gov. Debt Sec. Indices Dec 31st 2001=100
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B Type Fund Index
G.Debt Sec Index (91d)

G.Debt Sec Index 
G.Debt Sec Index(365d)
    A Type Fund Index        ISE 100 Index
(182 days)
Investment Trusts

As of August 31, 2003 there are a total of 22 A type investment trusts in Turkey and no B type investment truts. At the same period the NAV of all investment trusts is approximately 153.2 Trillion TL. On the other hand, as of the same date the total market cap of all investment trusts was 78.1 Trillion TL. This difference also shows the considerable amount of discount that they currently have. And the total asset allocation of these investment trusts is as follows; 46 % equities, 13 % reverse repo and 41 % T. bills and government bonds.

From KYD

Preparations for the II National Investment Funds Conference that will be held on November 11, 2003 are already underway. There will be a couple of foreign speakers and panelists as well for the event who are representing some major foreign institutions.

Global Investment Perspective

Socially Responsible Investing

SRI is currently one of the most popular investment concepts in developed investment markets. Although it can also be implemented and favoured in developing markets, usually fund managers in developed markets currently want to take advantage of SRI as a distinctive investment instrument in the market. Fund managers that adopt SRI strategies can be successful particularly in countries where corruption, environmental issues and societal concerns are on the rise. This investment strategy is simply based on the investment decisions that are heavily driven by the social and moral values of individual investors. Major part of the investment criteria is surely related with socially sensitive issues and concerns. Some investors though, believe that such an investment strategy would make investment alternatives much more limited for the fund managers. But, by allocating savings and assets collectively to SRI funds with the help of moral and social values, the return on total investment amount might still be attractive compared with the traditional mutual funds.

Basic investment strategy of SRI funds is to make investment allocation decisions based on the factors such as social concerns and values, personal and moral values. In the last couple of years, increased production and consumption levels in many countries and fast-paced life style started to raise concerns about the global prosperity and environmental issues.   Especially natural resources are also under scrutiny. Eventually, environmental and social consequences of global investments and production are currently being questioned more than ever. Even the best performing investment sectors or countries are constantly being monitored for any social or environmental issues in spite of their top performance. The main areas and issues that are sensitive for SRI fund managers and investors are as follows; Defense, arms, and weapons industry, all products that are not environmentally friendly, tobacco related products and other health threatening products, human rights issues that are related with production and consumption, global human rights abuses, child labour, etc. 

As such social issues are getting popular, the first institutions that tried to initiate SRI funds and raise global awareness to these issues, were primarily institutional investment firms, investors in certain sectors, universities, health related facilities, endowments, insurance companies, pension funds, and non-profit organizations. The most value added part of this strategy from the fund managers’ point of view is the fact that social and moral values of investors are being matched with their investment profiles and return expectations. These values might be so strong for some individual investors that they would not compromise any investments for their moral values. So, SRI investors are definitely picky and it may be at the sector, country or company level.

Although the total assets of SRI funds are currently small compared with traditional investment funds, their popularity is increasing globally. Even emerging markets consider SRI funds as a powerful tool in order to raise capital from developed markets. In order to introduce such new investment tools, emerging market regulators have to make some changes and they are already under pressure. On the other hand, with the help of new rules and regulations, emerging markets could simply have an advantage in the global investment sector over their competitors. Couple of years ago, one of the largest pension funds in the world, CALPERS (California Public Employees Retirement System)  disclosed the sectors and countries that it would invest in. Such actions are extremely important in the sense that they show how strongly they consider SRI issues.
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