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Positive global economic sentiment that was created soon after the war in Iraq has continued throughout the month of June. Most recent export and economic growth figures released in June are very strong as well.  Turkey’s political relations with the US, European Union and other countries in the region has faced new challenges and developed steadily during the month of June. On the other hand, as of June 2003, there was a wide range of return amounts realized both in A and B Type investment funds in Turkey.

Investment Funds

In June 2003, the highest returns among all investment funds in Turkey have been recorded overwhelmingly by B Type Variable Investment Funds and B Type T. Bill & Bond Investment Funds.  The return data  as of  June 30, 2003 shows that, 51  out of total 126 A Type funds beat the KYD A Type Fund Index  according to year to date return values. The same data also shows that, 64 out of 111 B Type Funds beat the KYD B Type Fund Index according to year to date return values.

The highest ‘year to date’ rate of return realized among all A Type Funds by the end of June, has been  28.58 % and the highest ‘year to date’ rate of return among all B Type Funds has been 28.86 %.

KYD Fund Indices

Some of the index returns in KYD A Type Fund index as of June 30, 2003 are as follows :

Monthly :  -1.43 %
3 Months :  11.41 %
6 Months :  9.52 %

Year on year :  24.64 %


Year to date :  9.52 %

Some of the index returns in KYD B Type Fund index as of June 30, 2003 are as follows :

Monthly :  2.43 %
3 months :  8.84
%
6 months :  17.79 %

Year on year : 41.53 %


Year to date :  17.79 %

KYD Bond Indices

Some of the index returns in KYD Bond Index as of June 30, 2003 are as follows : 

DIBS All Daily :  0.25 %
DIBS All Weekly :  0.93 %

DIBS Monthly :  2.64 %

DIBS All Year to date :  27.19 %

According to data at the of June 2003,  the total net asset value of all A and B Type funds in Turkey has reached 9,241.39 ( Million ) USD.

Global Investment Perspective

Systematic Investment

In emerging markets like Turkey where short term investment perspective is very popular among individual investors, an alternative way to make investments without being much disturbed by daily volatility, is to make systematic investment. In this kind of strategy, either an individual investor or an institutional investor is supposed to make investments at regular intervals using a pre-determined amount of money or contribution. Using this method, investors can avoid excess buying volumes in good days and panic sell-offs in bad days, since by definition all invetments are supposed to be made regularly regardless of the market conditions. Although, like every other investment strategy, systematic investment cannot by any means guarantee a definite amount of return, there are a number of advantages of using it. First of all, investors will be relieved from taking frequent investment decisions and this in return will reduce the chance of taking wrong decisions. Ongoing investment process will be easier since important decisions such as the level of investment risk,  investment period and return targets are to be set only once at the beginning of the investment process. Adjustments can be made going forward. For example, individuals may have to take decisions only once a month instead of everyday, saving valuable time to concentrate and focus on their own jobs. Besides, individuals do not have to worry about timing, to beat the market. Another advantage of systematic investment is to be able to start saving as early as possible. The important thing here, is to start making small investments to accumulate over a certain period of time, not to invest large sums of money at once. Such regular investments made in small amounts will be effected less from market volatility.

Like in the other investment strategies, it would be wise also for  systematic investors to allocate their investments on less riskier instruments as the investment maturity date approaches. Systematic investment is a very important strategy if the overall investment and savings perspective in an economy is to be shifted to long term from short term. One of the important specifications of global pension funds is the fact that they start making regular contributions in fairly small amounts to accumulate in the long term avoiding much of the market volatility. On the hand, it would be quite hard for large institutional investment firms to move their assets around frequently since such a movement alone by its nature, might possibly create great distortions in the market. It is important to be patient and adopt a ‘buy and hold’ strategy if the investment horizon is long enough to accumulate money with small amount of investments.

Corporate Governance

Although corporate governance concept has been around the global investment community for years, it becomes popular only during the times market depression and economic crises. Today, many private companies and government owned enterprises have grown so much that they started to  influence the market conditions and even macro economic indicators so closely. Besides, recent  global economic slow downs and market slumps have driven all investors to be more vigilant about their investments. That’s why corporate governance issue is indeed very important in the first place in order to maintain and improve  investors’ confidence regardless of global corporate and accounting scandals. Corporate governance not only helps to maintain investors’ confidence but also helps companies to be more efficient, productive and  transparent. Only this way resources of a country can be used more efficiently. Corporate governance would also help economies and governments to minimize off the book accounts and this way fresh additional capital could be raised to be used in economic growth.

There have been major developments regarding corporate governance implementaions in many different parts of the world. Currently, many countries including the US, European Union member countries, Brazil, are in the process of implementing new rules and regulations to encourage corporate governance practices. In Turkey, Capital Markets Board has issued a draft recommendations guide for this purpose. Although these recommendations are currently to be followed on a voluntary basis, there might be regulatory changes in the future to enforce them legally. Corporate covernance rules are very much welcomed by global institutional investors, because when it comes to manage an investment fund, institutional investors are willing to invest their assets only in companies that are well managed, transparent, honest and socially responsible. This is also a sensitive issue especially for the pension funds where many investors are expecting to get decent returns on their retirement savings. 

In some countries special stock exchanges ( new markets ) and even indices have been established that are open only for those companies that comply with corporate governance rules. One of the important principles of corporate governance is to allow all shareholders to be active in the general meetings. However, in most of the countries many individual investors often do not have the technical and professional expertise to be active in such a role. Here comes the institutional investors since they have the necessary qualifications to assess corporations and their activities. Individual investors may have to rely on institutional investors to raise their voices. With this in mind, a lot institutional investment firms worldwide have announced that in the future they might invest only in those companies that have good corporate governance practices. Similarly, Turkish Institutional Investment Managers’ Association ( KYD ) has recently expressed its view that institutional investors in Turkey are also willing to invest in companies that comply with corporate governance rules especially for their pension funds.
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