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There are a few areas that need improvements. While fund companies are required to provide management’s 
discussion of fund performance, such information is generic and provides little insight. Investors could also 
benefit from a numerical example that illustrates the impact of fund expenses on investments. Portfolio-manager 
names are disclosed, but their tenures are not made available, so investors cannot assess the stability of the 
portfolio-management team. Fund companies in Taiwan are not required to disclose the history of expense ratios; 
thus, investors are not able to easily determine whether the expense ratio has increased.

Transparency in Sales Practices and Media
Taiwan’s grade in the area of transparency in sales practices and media is D, a low grade that is mostly attribut-
able to poor sales practice. Directed brokerage arrangements, sales contests, and favored compensation of 
particular funds imply that the fund industry’s sales force lacks independence and is more likely to promote funds 
for self-interest rather than the best interest of the investor.

Even though the media cover mutual fund investment topics frequently, they do not sufficiently promote the 
benefit of long-term investing and the negative impact of fund costs.

Fees and Expenses
Taiwan’s grade in the area of fees and expenses is C-plus. In Taiwan, sales loads are low, as are expenses on 
money market funds. Investors in Taiwan face higher-than-average expenses on fixed-income funds. 

Taxation
Taiwan’s grade in the area of taxation is A-minus, as mutual fund dividend tax is low and capital gains tax is 
practically nonexistent.

Distribution/Choice
Taiwan’s grade in the area of distribution/choice is C. Taiwan has low minimum investment requirements. Taiwan 
has a fairly full range of distribution options, and we would like to see further development in the usage of 
Internet trading and independent advisors. Taiwan has a fairly open architecture system, where 50% to 80% of 
the funds are sold through an open platform, and this is an area we would like to see further improvement.
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United Kingdom

Country Characteristics 

Governing Bodies
There is one main regulator in the United Kingdom, the Financial Services Authority (FSA). The FSA is account-
able to the Treasury and through the Treasury to Parliament. The FSA operates independent of the government. 
The FSA strategy aims are as follows: “promoting efficient, orderly and fair markets; helping retail customers 
achieve a fair deal; and improving business capacity and effectiveness.” The FSA does this by issuing rules and 
guidelines.

The FSA is also the organization responsible for regulating fund advertising and sales practices.

The United Kingdom does not have a centralized Web site where disclosure documents of all mutual funds can 
be easily accessible to investors with Internet access.

Rules and Regulations
“Off-the-page” advertising allows investors to send money to a fund company without receiving the prospectus 
first. In the U.K., investors must receive a simplified prospectus, or, for non-UCITS funds, a Key Features Docu-
ment (KFD) before they can invest in a fund. The FSA handbook asks firms to ensure that they promote the 
existence of the simplified prospectus as well as the importance of reading it on the fund application.

In the United Kingdom, by law, assets of open-end funds are to be kept by an independent depositary (custodian) 
separate from any other business of the manager. For authorized unit trusts, an independent trustee is required 
to perform the same function.

Fund Prospectuses
The FSA requires funds to publish both a complete prospectus and a simplified version. For UCITS funds,  
the latter is known as the simplified prospectus, which is a point-of-sale document that is a good summary of  
the longer prospectus. The FSA spells out in detail the contents of the simplified prospectus, based largely  
on the specifications in the UCITS directive. Non-UCITS funds may elect to publish a KFD in lieu of a simplified 
prospectus.

In regard to fees, the following information is required for the simplified prospectus per the FSA Handbook: 
disclosure of the TER; disclosure of the expected cost structure; all entry and exit commissions and other 
expenses to be paid directly by the investor; an indication of all other costs not included in the TER, including 
disclosure of transaction costs; the portfolio turnover ratio (following a standard calculation set by the FSA);  
and an indication of the existence of fee-sharing agreements and soft commissions.
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Fee disclosure is fairly standardized, but the fees can be found in various locations within the prospectus and 
simplified prospectus, making comparison from one fund company to another difficult. Non-UCITS funds may 
elect to use the KFD, which does not require the disclosure of a TER. Instead, the KFD requires a “Reduction in 
Yield” section, which projects the reduction in an assumed level of return over various periods after deducting all 
up-front and deferred charges as well as ongoing operating costs.

Manager name and manager tenure are not available in the prospectus, simplified prospectus, or KFD for U.K. 
funds. In addition, there is no requirement in the U.K. to notify an investor when there is a manager change.

Shareholder Reports
In the U.K., fund management companies must publish both an annual and a semiannual report. The fund must 
publish an annual report within four months after the end of the annual accounting period, and a semiannual 
report within two months after the end of each half-yearly accounting period.

The annual report should contain the audited annual financial statements. Per the FSA, the following items 
should be included in the annual report: a statement of total return; a statement of movements in shareholders’ 
funds; a portfolio statement; a balance sheet; a summary of material portfolio changes; a statement of the 
material accounting policies used in preparing the financial statements; further details in notes to the financial 
statements; and a distribution table. The semiannual report should be prepared using the same accounting 
policies and format as the annual report; however, financial statements are not required to be audited.

The annual and semiannual reports are required to be made available to shareholders free of charge.

A management discussion section is required as part of these reports. These discussions tend to be a macro 
discussion of what went on in the economy.

Disclosure
In regard to portfolio holdings, a fund company is required to disclose this information twice a year via long-form 
reports. 

Funds are required to file a “long-form” report to the regulator (the FSA) and are only required to send this 
version to shareholders if requested. Although fund companies may send the long-form report to investors by 
default, many elect to send a “short-form” report, which omits many things including the complete portfolio 
holdings.

Prior to 2007, TERs were not required to be disclosed. The FSA, in keeping with the UCITS directive, now requires 
TER to be included in the simplified prospectus. The simplified prospectus is required of UCITS funds, but 
non-UCITS funds may elect to publish a KFD instead. The TER is not required to be disclosed in the KFD. Instead, 
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an alternative “Reduction in Yield” table is provided. The FSA defines the TER as “the ratio of the scheme’s total 
operating costs to its average net assets.”
The TER is to be calculated at least once a year. For specific purposes, it may also be calculated for other time 
periods. Therefore, there is no required disclosure of the history of the TER. The FSA does state that the simpli-
fied prospectus should include a clear reference to an information source where the investor may obtain previous 
years’/periods’ TER figures. 

Trading cost information is available to investors but is usually buried in the notes section of the prospectus. 
There is no standardization of trading cost information so fund companies each tend to present this information 
in their own way.

Sales Practices
Mutual fund sales practices in the U.K. are regulated by the FSA.

Directed brokerage arrangements (fund managers direct portfolio transactions to particular brokerage funds in 
exchange for promoting their funds) are not an accepted practice in the U.K.

It is common for sales contests to be used as a way to motivate fund sales. In addition, it is common practice for 
advisors to be compensated for selling particular funds. 

Media Coverage
U.K. investors can find mutual fund articles in their financial newspapers on a weekly basis. These articles will 
almost never discuss the mutual fund fees or comment on whether the fees are too high. Articles will almost 
never promote long-term investing. 

Fees and Expenses
U.K. funds almost always have initial charges; there are very few no-load funds. Initial charges are required to be 
disclosed in the simplified prospectus. Initial charges can be negotiated by the investor. The typical U.K. investor 
pays an initial sales charge of between 2.00% and 3.99%.

The typical investor in a U.K. fixed-income fund pays a TER of between 1.00% and 1.25%.

The typical investor in a U.K. money market fund pays a TER of between 0.40% and 0.89%.

The typical investor in a U.K. equity fund pays a TER of between 1.50% and 1.99%.

In the U.K., new assets tend to flow into average-cost funds rather than low-cost or very-low-cost funds.
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Taxation
In the U.K., there are tax incentives for individuals who invest for retirement in a pension scheme and Individual 
Savings Accounts (ISAs). A pension scheme is simply a type of savings account set up to provide income in 
retirement. For every £100 that an individual puts into a pension scheme, the amount paid in taxes will be 
reduced by £20, assuming a basic rate of income tax of 20% for 2008-09. At the higher rate of income tax, 40%, 
for every £100 that an individual puts into a pension scheme, the amount paid in taxes will be reduced by £40. 
ISAs are special savings accounts for retirement offering the benefit of tax-exempt investment income.  

Capital gains are taxed at the marginal rate of income tax, which is 20% for the typical investor. To encourage 
long-term investing in the U.K., a concept called taper relief was introduced. Taper relief provides a reduction in 
the capital gains tax payable based on the long-term holding. It works by reducing the proportion of capital gains 
charged to tax based on a scale starting at three years, where taper relief is 5%, going up to 10 years, where 
taper relief reaches its maximum reduction of 40%.

Distribution/Choice
In the U.K., funds always require a minimum investment. The typical investment minimum is £1,000;  
approximately 50%-60% have this requirement. Approximately 25% of funds have an investment minimum 
below $1,000.

The U.K. investor has a range of distribution options, but the main distribution channel is the individual  
financial advisor.

Per the Investment Management Association (IMA), platform-based distribution is growing in scale and impor-
tance. Open architecture systems (a distribution system where options are coming from multiple fund families) 
are becoming the practice for bank and insurance platforms. Between 50% and 80% of funds are sold through an 
open architecture system.

Investors have both actively and passively managed funds available to them in the U.K.
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Morningstar Analysis

The U.K.’s overall grade is C-plus. The grade is decomposed into the following components:

Area						      Grade

Investor Protection					     B+

Transparency in Prospectus and Reports			   B

Transparency in Sales and Media				    C

Fees and Expenses					     C

Taxation						      B

Distribution/Choice					     C

Overall						      C+

Investor Protection
In the area of investor protection, the U.K. receives a grade of B-plus. Overall grades in this area were high and 
the U.K. was not far off from an A grade in this area. The regulator in the U.K. is the FSA. The FSA is operated 
independently and is regarded as being somewhat well staffed. The U.K. is one of only seven countries surveyed 
that requires that the responsibility of managing fund assets belong to an independent custodian, depository, or 
trustee. Most countries allow the managing of fund assets to belong to an affiliate.

Transparency in Prospectus and Shareholder Reports
The U.K. receives a grade of B in the area of transparency in the prospectus and shareholder reports. In the  
U.K., fund companies must publish a simplified version of the prospectus in addition to the complete prospectus. 
The simplified prospectus in the U.K. is more concise and easier for the average investor to comprehend.  
The U.K. simplified prospectus includes a comprehensive list of fees as well as a numerical example that 
illustrates the total expenses that an investor could expect to pay on an investment. However, the presentation 
of fee disclosure is not standardized in the U.K. Missing from the U.K. prospectus are the names and tenures of 
the portfolio managers.

In the U.K., funds are required to publish a section on management discussion of fund performance. In addition, 
funds are required to report full and complete portfolio disclosure twice a year. However, historical total expense 
ratio disclosure is not available in the prospectus or the shareholder reports.

Transparency in Sales Practices and Media
The U.K.’s grade in the area of transparency in sales practices and media is C. It is good that directed brokerage 
arrangements are not common practice in the U.K. However, sales contests and favored compensation of 
particular funds imply that the fund industry’s sales force lacks independence and is more likely to promote funds 
for self-interest rather than the best interest of the investor.
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Even though the media cover mutual fund investment topics frequently, they do not sufficiently promote the 
benefit of long-term investing and the negative impact of fund costs.

Fees and Expenses
The U.K. receives a grade of C in fees and expenses. Funds in the U.K. almost always have an initial sales 
charge. This charge averages between 2.00% and 3.99% for the typical investor. The average total expense ratio 
for fixed-income funds is rather high in comparison to the other countries surveyed, ranging between 1.00% and 
1.24%.The U.K. fared a little better with average expense ratios for equity funds, which ranged between 1.50% 
and 1.99%. 

Taxation
In the area of taxation, the U.K. receives a grade of B, which along with France is the highest grade received  
by a European country. The A grades were all taken by the countries that have no capital gain or ordinary income 
taxes. In the U.K., the ordinary income rate is higher than the long-term capital gains tax rate in order to  
encourage long-term investing. The U.K. offers substantial incentives to investors as a reward for being long-
term shareholders.

Distribution/Choice
The U.K. receives a C grade in the area of distribution and choice. In the U.K., the investor is always required to 
meet a minimum investment amount. The typical minimum investment is more than US$1,000; the U.K. is the 
only country in our survey with average investment minimums this high. Because of this, very few investments in 
the U.K. have investment minimums of less than US$1,000. U.K. investors do have a wide range of distribution 
options, such as direct, bank, and discount broker, for purchasing funds. Between 50% and 80% of funds are sold 
through an open architecture system (a distribution system, where options come from multiple fund families).
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United States

Country Characteristics 

Governing Bodies
Mutual funds in the United States are regulated under the Investment Company Act of 1940. The 1940 Act 
requires fund companies to register with the Securities and Exchange Commission (SEC). The SEC was created 
by the Securities Exchange Act of 1934. The mission of the SEC is as follows: “to protect investors, maintain fair, 
orderly, and efficient markets, and facilitate capital formation.”

The Financial Industry Regulatory Authority (FINRA) is a self-regulatory authority for securities firms doing 
business publicly in the U.S. FINRA administrates and interprets the SEC’s legal framework for sales literature 
and fund advertising.

Fund company filings in the U.S. can be found via the electronic database called EDGAR (Electronic Data 
Gathering, Analysis and Retrieval), developed by the SEC. EDGAR permits companies to file documents and data 
electronically with the SEC. EDGAR allows individual investors to search its Web site and access and download 
regulatory filings free of charge.

Rules and Regulations 
“Off-the-page” advertising allows investors to send money to a fund company without receiving the prospectus 
first. In the U.S., investors must be provided with a prospectus before making an investment.

The 1940 Act requires that funds use a custodian to ensure safekeeping of fund assets. The custodian may be 
contracted to provide additional services such as acting as the fund’s transfer agent and/or dividend disbursing 
agent, or the function of custodian can be the sole service provided. The custodian is allowed to be an affiliated 
company in the U.S.

Fund Prospectuses
The prospectus must be filed with the SEC. The required contents of the prospectus include the following:
3 	Investment strategy – describes the fund’s strategy, risk, and what policies can be changed without share-	
	 holder approval.
3 	Fees – including sales charges, management fees, and 12b-1 fees.
3 	Performance – three-, five-, and 10-year returns and calendar-year returns.
3 	Management – fund’s investment advisors and the basis for compensation and the names of the fund’s 	
	 portfolio manager and tenure.

A fund may organize the prospectus in any manner it sees fit. However, a few items, including the summary of 
fund investments, risks, and performance, and the fund’s fee table, may not be preceded with anything other 
than the cover page or the table of contents. 
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The prospectus is required to contain a summary of shareholder fees in both a tabular form and an example 
depicting the fund’s total dollar operating expenses under standardized assumptions. The fee table must be 
based on the fund’s actual expenses for the most recently completed fiscal year. The dollar-based example 
should show expenses at the end of one-, three-, five-, and 10-year time periods. 

A simplified prospectus is not required to be provided for investors in the U.S.

Shareholder Reports
The SEC requires funds to distribute both annual and semiannual reports. These reports disclose the financial 
conditions of the fund as well as the fund’s portfolio holdings. Annual reports must be audited by an independent 
auditor. 

In addition, the SEC requires that funds provide a numerical example showing the cost of expenses. The example 
presents the cost in dollars of a $10,000 investment earning a hypothetical 5% return annually. This requirement 
was intended to provide investors with a basis for comparing the level of current expenses across different  
fund options. 

In addition, the SEC requires funds to include a section from management that discusses the fund’s performance 
and the factors that have materially affected the fund’s performance during the fiscal year. The discussion should 
include the investment strategies employed by the fund’s investment advisor.

Disclosure
Sometimes included in the trading costs mutual funds pay to brokerage firms are goods and services not directly 
related to the trade of a security. The fund firms pay for these goods and services through “soft dollars,” or 
inflated brokerage commissions. For example, a fund company may receive equity research from the brokerage 
firm as part of its per-share trading fee. The SEC’s stance toward soft dollars is that such payments are permis-
sible as long as the services provided are lawful and appropriate to portfolio-manager performance. Soft dollar 
arrangements are to be disclosed in the prospectus.

As mandated by the SEC, the expense ratio is defined as total operating expenses divided by average total 
assets. The components of the expense ratio are: 12b-1 fees, management fees, and other operating expenses. 
The 12b-1 fees represent the annual charge deducted from fund assets to pay for distribution and marketing 
costs. Management fees represent the annual charge to pay the fund’s management. The TER history is included 
in this disclosure for comparison. 

Trading costs are not available in any of the fund’s required publications.



103

Global Fund Investor Experience | May 2009

©2009 Morningstar, Inc. All rights reserved. The information in this document is the property of Morningstar, Inc. Reproduction or transcription by any means, in whole or in 
part, without the prior consent of Morningstar, Inc. is prohibited.

Sales Practices
Under a directed brokerage arrangement, a fund company may pay additional compensation to a broker for 
promoting its funds. FINRA Rule 2830 (k) restricts directed brokerage arrangements. 

Sales contests are an acceptable practice in the U.S. FINRA members may sponsor noncash arrangements that 
reward their personnel for sales of funds subject to the following four conditions:

	 1. 	 Arrangement must be based on the total investment securities distributed by the fund company.
	 2.	 	 Credit received for each investment security sold must be equally weighted.
	 3. 	 No unaffiliated company/member may participate in the organization of the contest.
	 4. 	 Member must comply with record-keeping requirements.

The previously mentioned Rule 2830 defines cash compensation as, “any discount, concession, fee, service fee, 
commission, asset-based sales charge, loan, override, or cash employee benefit received in connection with the 
sale and distribution of investment company securities.” The rule prohibits a member from entering into “special 
cash compensation arrangements” with an investment company offerer (an investment company or its adviser, 
administrator, underwriter, or affiliate) unless the prospectus discloses the details of the arrangements.

Media Coverage
Investors in the U.S. can find articles on mutual funds in their national financial newspapers on a daily  
basis. These articles will sometimes discuss the fee expenses. The articles will almost always promote long-
term investing.

Fees and Expenses
The typical investor in a fund with a front-end load must pay the load, which is usually between 2.00% and 
3.99% of assets. Individuals investing in a load share class through a retirement platform may not have to pay 
the load. In addition, in the U.S., there are no load funds that have no shareholder sales charges.

The typical investor in a U.S. fixed-income fund pays a total expense ratio of less than 0.75%.

The typical investor in a U.S. money market fund pays a total expense ratio of between 0.40% and 0.89%. 

The typical investor in a U.S. equity fund pays a total expense ratio of less than 1.00%.

In the U.S., investors care somewhat about fees when selecting funds; thus, new assets tend to flow into 
low-cost funds.
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Taxation
In the U.S., the 401(k) plan allows workers to save toward retirement on a pretax basis. The 401(k) plans are 
usually sponsored by an employer. In a participant-directed 401(k) plan the employee can select from a number of 
mutual fund options and in some cases the company’s stock. Money must be kept in the plan until the employee 
reaches 59 1/2 years of age or becomes disabled. Withdrawals from a 401(k) are subject to taxation  
as ordinary income.

Individuals also may participate in Individual Retirement Accounts (IRAs). In a traditional IRA, contributions are 
made after taxes but are tax deductible. Distributions are taxed as normal income. For Roth IRAs, contributions 
are made after taxes, and normal distributions are not subject to income tax. Both the traditional IRA and the 
Roth IRA have income limits and contribution limits. Again, distributions can begin at the age of 59 1/2 years or if 
the individual becomes disabled.

In the U.S., the long-term capital gains rate, gains on assets that had been held for more than a year before 
being sold, is lower than the rate on short-term capital gains. In 2003 the long-term capital gains rate was 
reduced from 20% to 15%. This is set to expire in 2010. Short-term capital gains are taxed at the ordinary 
income tax rate. The marginal tax rate on ordinary income for the typical investor ranged from 20%-29%.

Distribution/Choice
All funds in the U.S. require investment minimums. The typical investor is subject to an investment minimum of 
less than US$250. Approximately 50% of all funds have an investment minimum that is less than US$1,000. In 
the U.S., an investor can purchase fund shares directly from the fund company, a bank, a discount broker, a 
full-service broker, an independent advisor, or an insurance agent. Most fund purchases, through fund companies 
and discount brokerages, are made through the Internet.

More than 80% of all funds sold are sold through an open architecture system, where one can purchase multiple 
fund family offerings.

Investors have both actively and passively managed funds available to them in the U.S. market.
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Morningstar Analysis

The United States’ overall grade is A. The grade is decomposed into the following components:

Area						      Grade

Investor Protection					     C

Transparency in Prospectus and Reports			   A

Transparency in Sales and Media				    B

Fees and Expenses					     A

Taxation						      B

Distribution/Choice					     B+

Overall						      A

Investor Protection
In the area of investor protection, the U.S. receives a grade of C. Most countries surveyed scored high in the area 
of investor protection, and, as a result, the U.S. ended up with a grade of C. Canada and Taiwan were the two 
countries that received A grades. In these countries, the manager of a fund cannot perform the function of 
custodian of fund assets, and the responsibility belongs to an independent custodian, depository, or trustee. In 
the U.S., the custodian can be an affiliate.

The SEC is responsible for monitoring and regulating the markets in the U.S. A separate organization, FINRA, is 
responsible for regulating fund advertising and sales practices.

Transparency in Prospectus and Shareholder Reports
The U.S. receives a grade of A in the area of transparency in the prospectus and shareholder reports. This A is 
received even though the U.S. lacks a simplified version of the prospectus, which is available in 13 of the 16 
countries surveyed. A simplified version will be available In the U.S. by January 2010. Where the U.S. exceeds 
other countries surveyed is in fee disclosure. In U.S. mutual fund reports (prospectus or shareholder report), an 
investor can find a numerical example that illustrates the total expenses an investor could expect to pay on an 
investment; there is uniform presentation of fees and expenses; and there is complete disclosure of the total 
expense ratio history.

In addition, the names and tenures of the portfolio managers are always included in the prospectus. Only the 
U.S. and China have this requirement. Also, in the shareholder reports, funds are required to publish a section on 
management’s review of fund performance.
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Transparency in Sales Practices and Media
In the area of transparency in sales practices and media, the U.S. receives a grade of B. In the U.S., directed 
brokerage arrangements are not an accepted practice. It is common practice for funds to use sales contests  
to motivate fund sales. It is also common practice for advisors to be compensated for selling particular funds.

U.S. investors can find articles on mutual funds in national newspapers on a weekly basis. These articles  
at times will discuss a fund’s costs and whether the costs are too high. They will almost always promote 
long-term investing.

Fees and Expenses
The U.S. receives a grade of A in the area of fees and expenses. When a fund charges a front-end load, it is 
typical among the countries in our study, ranging between 2.00% and 3.99%. The typical investor in the U.S. 
faces lower expenses than investors in most other countries. The total expense ratio for fixed-income funds is 
typically below 0.75%, and it is below 1.00% on equity funds.

Taxation
In the area of taxation, the U.S. receives a grade of B. In the U.S., the ordinary income tax rate is higher  
than the long-term capital gains tax rate. The U.S. is one of only four countries, which include the United 
Kingdom, France, and Australia, that offer investors a substantial tax discount to encourage long-term investing.

Distribution/Choice
For distribution/choice, the U.S. receives a B-plus grade. In the U.S., investment minimums are always required 
when making an investment in a mutual fund. These minimums average less than US$250 for the typical 
investor. Investors in the U.S. have a complete range of distribution options, including direct investment, discount 
broker, advisor, and the Internet. More than 80% of the funds in the U.S. are sold through an open architecture 
system (a distribution system where options come from multiple fund families).
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Appendix: Survey Questions and Responses

Investor Protection
Is there an established regulatory regime for investment funds? (question weighting = 1)
3 	 Yes. (3-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, 		
	 Singapore, Spain, Switzerland, Taiwan, United Kingdom, and United States
3 	 No. (1-point answer)
	 None.

Is there a sole regulator of the investment industry, and is it independent? (question weighting = 1)
3 	 Yes, there is an independent regulator. (3-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, 		
	 Singapore, Spain, Switzerland, Taiwan, United Kingdom, and United States 
3	The regulator is not independent. (2-point answer)
	 None.
3	No, there is no regulator exclusively for the investment industry. (1-point answer)
	 None.

If there is an agency regulating the investment industry, is it widely regarded as having sufficient staff to 
fulfill its mission successfully? (question weighting = 2)
3 	 Yes, the regulator is fully staffed. (3-point answer)
	 Australia, Canada, China, France, Hong Kong, Italy, Singapore, Taiwan, and United States 
3 	 The regulator is somewhat staffed, but can complete most of its identified responsibilities. (2-point answer)
	 Germany, Japan, Netherlands, Spain, Switzerland, and United Kingdom 
3	 No, the regulator is not sufficiently staffed. (1-point answer)
	 New Zealand  

Are sales and advertising practices regulated? (question weighting = 3)
3 	 Yes, by an agency separate from the primary regulator. (3-point answer)
	 Japan, Singapore, and United States 
3 	 Yes, by the same agency responsible for other regulation. (2-point answer)
	 Australia, Canada, China, France, Hong Kong, Italy, Netherlands, New Zealand, Spain, Switzerland, Taiwan, 	
	 and United Kingdom 
3	No. (1-point answer)
	 Germany
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Can investment funds be marketed without providing a prospectus to investors? This practice is known as 
“off-the-page” advertising. (question weighting = 2)
3 	 Yes, investors can purchase shares without receiving a prospectus. (1-point answer)
	 None.
3 	 No, all investors must receive a prospectus at least concurrently with purchase. (2-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, Taiwan, United Kingdom, and United States
 
Are fund management companies required to have their annual reports audited by an independent company? 
(question weighting = 2)
3 	 Yes. (3-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, Taiwan, United Kingdom, and United States 
3 	 Audits are required, but the auditor can be an affiliated company. (2-point answer)
	 None.
3	No. (1-point answer)
	 None.

Does regulation require that the manager does not perform the function of custodian of fund assets?  
(question weighting = 5)
3	Yes, the responsibility belongs to an independent custodian, depository, or trustee. (3-point answer)
	 Canada, Germany, Japan, Netherlands, Switzerland, Taiwan, and United Kingdom
3 	 Yes, but the custodian is permitted to be an affiliated company. (2-point answer)
	 Australia, China, France, Hong Kong, Italy, New Zealand, Singapore, Spain, and United States 
3 	 No. (1-point answer)
	 None.
 
Transparency in Prospectus and Shareholder Reports
Are funds required to publish a prospectus or similar comprehensive disclosure document? (question 
weighting = 1)
3 	 Yes. (2-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, Taiwan, United Kingdom, and United States
3 	 No. (1-point answer)
	 None.
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Are funds required to publish a simplified prospectus or similar comprehensive disclosure document? 
(question weighting = 1)
3 	 Yes. (3-point answer)
	 Canada, Germany, New Zealand, Singapore, Switzerland, Taiwan, and United Kingdom
3 	 Yes, but the simplified disclosure does little to provide increased clarity for investors. (2-point answer)
	 China, France, Italy, Japan, Netherlands, and Spain
3	No. (1-point answer)
	 Australia, Hong Kong, and United States

Is there a comprehensive list of fees in the prospectus? (question weighting = 1)
3	Yes. (2-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, Taiwan, United Kingdom, and United States
3	No. (1-point answer)
	 None.

Does the prospectus include a numerical example that illustrates the total expenses that an investor could 
expect to pay on an investment? (question weighting = 3)
3 	 Yes. (3-point answer)
	 Australia, Canada, Italy, United Kingdom, and United States
3	No. (1-point answer)
	 China, France, Germany, Hong Kong, Japan, Netherlands, New Zealand, Singapore, Spain, Switzerland,  
	 and Taiwan

In regard to fee disclosure, is there a uniform presentation of fees and expenses such that each prospectus 
may be easily compared with another? (question weighting = 3)
3	Yes. (2-point answer)
	 Australia, Canada, France, Italy, Japan, Netherlands, Spain, Switzerland, Taiwan, and United States
3 	 No. (1-point answer)
	 China, Germany, Hong Kong, New Zealand, Singapore, and United Kingdom
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Are the name and tenure of the portfolio manager(s) included in the prospectus? (question weighting = 3)
3	Yes, both the name and tenure are always included. (3-point answer)
	 China and United States
3	The name is always included, but the tenure is not always included. (2-point answer)
	 Canada and Taiwan
3 	 The name and tenure are sometimes included. (2-point answer)
	 Germany and Switzerland
3	No, the name and tenure are not included. (1-point answer)
	 Australia, France, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, Spain, and  
	 United Kingdom

Must fund management companies provide an annual report and a semiannual report? (question  
weighting = 2)
3	Yes both an annual and semiannual report are required. (3-point answer) 
	 Canada, China, France, Germany, Hong Kong, Italy, Japan, New Zealand, Singapore, Spain, Switzerland, 	
	 Taiwan, United Kingdom, and United States
3	Only an annual report is required. (2-point answer)
	 Australia and Netherlands
3	No, neither is required. (1-point answer) 
	 None.

Are funds required to publish a section on management’s discussion and analysis on fund performance, 
either as part of the prospectus or part of the shareholder report? (question weighting = 2)
3	Yes, the management’s discussion is required. (3-point answer)
	 Canada, China, France, Italy, Singapore, Spain, United Kingdom, and United States 
3	Yes, but the discussion is generic and does not provide much fund-specific information. (2-point answer)
	 Australia, Japan, New Zealand, and Taiwan 
3 	 No, a management discussion is not required. (1-point answer)
	 Germany, Hong Kong, Netherlands, and Switzerland 

Which of the following describes your country’s soft dollar practices? (question weight = 2)
3	Do not have soft dollar arrangements. (3-point answer)
	 Japan, Italy, Spain, and Taiwan
3 	 All soft dollar arrangements must be disclosed. (2-point answer)
	 Australia, Canada, Hong Kong, Netherlands, New Zealand, Singapore, United Kingdom, and United States.
3	No disclosure is required. (1-point answer)
	 China, France, Germany, and Switzerland
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Does your country require disclosure of portfolio holdings? (question weight = 5)
3	Yes, full and complete disclosure of holdings. (3-point answer)
	 Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, Singapore, Spain, Switzerland, 	
	 Taiwan, United Kingdom, and United States 
3	Yes, but partial disclosure is acceptable. (2-point answer)
	 None.
3	No. (1-point answer)
	 Australia and New Zealand

If disclosure of portfolio holdings is required, which of the following best describes the frequency of 
portfolio holdings? (question weight = 5)
3	Monthly. (3-point answer)
	 None.
3	Quarterly. (3-point answer)
	 Spain, Taiwan, and United States
3	Semiannually. (2-point answer)
	 Canada, China, France, Germany, Hong Kong, Switzerland, and United Kingdom
3	Annually. (1-point answer)
	 Japan, Italy, Netherlands, and Singapore
3	No disclosure required. (0-point answer)
	 Australia and New Zealand

Are funds required to disclose the history of their total expense ratios in shareholder reports? (question 
weight = 3)
3	Yes. (3-point answer)
	 Canada, Italy, Netherlands, Singapore, and United States
3	Yes, but disclosure is not standardized. (2-point answer)
	 None.
3 	 No. (1-point answer)
	 Australia, China, France, Germany, Hong Kong, Japan, New Zealand, Spain, Switzerland, Taiwan, and  
	 United Kingdom
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Is trading cost (the cost associated with trading securities) information available to investors? (question 
weight = 2)
3 	 Yes, and it is easily accessible. (3-point answer)
	 Canada, Japan, and Taiwan 
3 	 Yes, but it is not easily accessible. (2-point answer)
	 China, France, and United Kingdom
3 	 No, it is not available. (1-point answer)
	 Australia, Germany, Hong Kong, Italy, Netherlands, New Zealand, Singapore, Spain, Switzerland, and 
	 United States

Transparency in Sales Practices and Media
Are directed brokerage arrangements an accepted practice? (In directed brokerage arrangements, fund 
managers direct portfolio transactions to particular brokerage firms in exchange for promoting their funds.) 
(question weight = 3)
3 	 No. (3-point answer)
	 Australia, Canada, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Switzerland, United Kingdom, and United States
3 	 Yes. (1-point answer)
	 China, Spain, and Taiwan

Is it common practice to use sales contests to motivate sales of funds? (question weight = 2)
3	No. (3-point answer)
	 Hong Kong and Japan
3 	 Yes. (1-point answer)
	 Australia, Canada, China, France, Germany, Italy, Netherlands, New Zealand, Singapore, Spain, Switzerland, 	
	 Taiwan, United Kingdom, and United States

Is it common practice for advisors to be compensated, either monetarily or through awards, for selling 
particular funds (in-house managed funds or otherwise favored funds)? (question weight = 2)
3 	 No. (3-point answer)
	 Canada, Hong Kong, and Japan
3 	 Yes. (1-point answer)
	 Australia, China, France, Germany, Italy, Netherlands, New Zealand, Singapore, Spain, Switzerland, Taiwan, 	
	 United Kingdom, and United States
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In the leading daily national financial newspaper, is there typically an article on mutual funds? (question 
weight = 2)
3 	 Yes, daily. (2-point answer)
	 Canada, China, Italy, Taiwan, and United States
3 	 Yes, weekly. (2-point answer)
	 Australia, France, Germany, Japan, Netherlands, New Zealand, Singapore, Spain, Switzerland,  
	 and United Kingdom
3 	 Rarely. (1-point answer)
	 Hong Kong
3	Never. (1-point answer)
	 None.

When the media cover a fund, are the fund’s costs noted, and will the author comment that they are high,  
if indeed they are high? (question weight = 2)
3 	 Always. (3-point answer)
	 Italy
3 	 Almost always. (3-point answer)
	 Canada
3 	 Sometimes. (2-point answer)
	 Australia, Japan, Netherlands, New Zealand, and United States
3 	 Almost never. (1-point answer)
	 China, France, Germany, Hong Kong, Singapore, Spain, Switzerland, Taiwan, and United Kingdom 
3 	 Never. (1-point answer)
	 None.

Does the media promote long-term investing by emphasizing a fund’s longer-term history (at least three 
years), and by pointing out the difficulty of evaluating manager records over less than a full market cycle? 
(question weight = 2)
3	Always. (3-point answer)
	 None.
3 	 Almost always. (3-point answer)
	 United States
3	Sometimes. (2-point answer)
	 Australia, Canada, France, Hong Kong, Japan, Netherlands, New Zealand, Singapore, and Taiwan 
3	Almost never. (1-point answer)
	 China, Germany, Italy, Spain, Switzerland, and United Kingdom
3	Never. (1-point answer)
	 None.
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Fees and Expenses
Which of the following best describes the median amount that a typical investor would pay for front-end, 
sales, initial, or preliminary charges (loads) in your country? (question weight = 3)
3 	 Less than 2.00%. (3-point answer)
	 China, Italy, Netherlands, Spain, and Taiwan
3 	 Between 2.00% and 3.99%. (2-point answer)
	 Australia, France, Germany, Japan, New Zealand, Singapore, Switzerland, United Kingdom, and  
	 United States
3 	 Between 4.00% and 5.99%. (1-point answer)
	 Canada and Hong Kong
3 	 Between 6.00% and 10%. (0-point answer)
	 None.
3 	 More than 10%. (0-point answer)
	 None.

Which of the following best describes the median total expense ratio for fixed-income funds in your country? 
(question weight = 8)
3 	 Less than 0.75%. (3-point answer)
	 Australia, China, and United States
3 	 Between 0.75% and 0.99%. (2-point answer
	 France, Germany, Italy, Japan, Netherlands, Spain, and Switzerland 
3	Between 1.00% and 1.24%. (1-point answer)
	 New Zealand and United Kingdom
3	Between 1.25% and 1.49%. (0-point answer)
	 Canada, Hong Kong, Singapore, and Taiwan
3	More than 1.50%. (0-point answer)
	 None.
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Which of the following best describes the median total expense ratio for money market funds in your 
country? (question weight = 8)
3 	 Less than 0.40%. (3-point answer)
	 Japan, Netherlands, Singapore, and Taiwan
3 	 Between 0.40% and 0.89%. (2-point answer)
	 Canada, China, France, Germany, Hong Kong, Italy, New Zealand, Switzerland, United Kingdom, and  
	 United States
3 	 Between 0.90% and 1.29%. (1-point answer) 
	 Australia and Spain
3 	 Between 1.30% and 1.50%. (0-point answer)
	 None.
3 	 More than 1.50%. (0-point answer)
	 None.

Which of the following best describes the median total expense ratio for equity funds in your country? 
(question weight = 8)
3 	 Less than 1.00%. (3-point answer)
	 United States
3 	 Between 1.00% and 1.49%. (2-point answer)
	 Australia, China, and New Zealand
3 	 Between 1.50% and 1.99%. (1-point answer)
	 France, Germany, Hong Kong, Italy, Netherlands, Singapore, Spain, Switzerland, Taiwan, and  
	 United Kingdom 
3 	 Between 2.00% and 2.50%. (0-point answer)
	 Canada and Japan
3 	 More than 2.50%. (0-point answer)
	 None.

How much consideration is placed on a fund’s cost when determining whether or not to put assets in a fund? 
(question weight = 3)
3 	 High; the majority of new assets flow into very-low-cost funds. (3-point answer)
	 None.
3 	 Medium high; new assets tend to flow into low-cost funds. (2-point answer)
	 Taiwan, and United States
3 	 Negligible; new assets tend to flow into average-cost funds. (1-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, and United Kingdom
3 	 Negative; new assets tend to flow into high-cost funds. (0-point answer)
	 None.
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Taxation
Does the government have specific tax incentives for individuals to invest in funds as a way to provide  
their own wealth, retirement, etc.? (For example, United States, 401(k) plans and IRAs; Hong Kong, pooled 
retirement funds) (question weight = 2)
3	Yes. (2-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Japan, Netherlands, New Zealand, Singapore, 	
	 Switzerland, Taiwan, United Kingdom, and United States
3 	 No. (1-point answer) 
	 Italy and Spain

Is the ordinary income tax rate on mutual funds generally higher than the long-term capital gains tax rate on 
mutual funds, in order to encourage long-term investing? (question weight = 2)
3 	 Yes. (2-point answer) 
	 Australia, Canada, France, Italy, Singapore, Taiwan, United Kingdom, and United States
3 	 No. (1-point answer) 
	 Germany, Japan, Netherlands, New Zealand, Spain, and Switzerland
3 	 Both are zero. (2-point answer)
	 China and Hong Kong

The marginal national tax rate on mutual fund capital gains is: (question weight = 4)
3 	 Zero, there is no capital gains tax for mutual funds. (3-point answer)
	 China, Hong Kong, Singapore, and Taiwan
3 	 Less than 20%. (2-point answer)
	 Australia, Italy, Japan, Netherlands, Spain, United Kingdom, and United States
3 	 Between 20% and 29%. (2-point answer)
	 Canada, France, Germany, and Switzerland
3 	 Between 30% and 39%. (1-point answer)
	 New Zealand
3 	 Between 40% and 50%. (1-point answer)
	 None.
3 	 More than 50%. (0-point answer)
	 None.
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The marginal national tax rate on mutual fund dividends is: (question weight = 4)
3 	 Zero, there is no dividend tax for mutual funds. (3-point answer)
	 China and Hong Kong
3 	 Less than 20%. (2-point answer)
	 Japan, Netherlands, Singapore, Spain, and Taiwan
3 	 Between 20% and 29%. (2-point answer)
	 France, Germany, Switzerland, United Kingdom, and United States
3 	 Between 30% and 39%. (1-point answer)
	 Australia, Canada, and New Zealand
3 	 Between 40% and 50%. (1-point answer)
	 Italy
3 	 More than 50%. (0-point answer)
	 None.

Are there incentives/rewards for the long-term shareholder? (question weight = 1)
3 	 Yes, an investor who owns shares for at least one year enjoys a substantial tax discount (15 percentage 	
	 points or more) over a short-term owner. (3-point answer)
	 Australia, France, United Kingdom, and United States
3 	 Yes, an investor who owns shares for at least one year enjoys a moderate tax discount (between 1 and 	
	 14.99 percentage points) over a short-term owner. (2-point answer)
	 None.
3 	 No, there are no tax differences between short- and long-term gains. (1-point answer)
	 Canada, Germany, Italy, Japan, Netherlands, New Zealand, Spain, and Switzerland
3 	 Both tax rates are zero. (3-point answer)
	 China, Hong Kong, Singapore, and Taiwan
 
Distribution/Choice
Do mutual funds require investment minimums? (question weight = 2)
3 	 No. (2-point answer)
	 None.
3 	 Yes, in some cases. (2-point answer)
	 Australia, France, Germany, Hong Kong, Italy, Netherlands, New Zealand, and Switzerland 
3 	 Yes, always. (1-point answer)
	 Canada, China, Japan, Singapore, Spain, Taiwan, United Kingdom, and United States
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Which of the following best describes the minimum initial investment a typical investor would be required to 
invest in a fund? (question weight = 1)
3 	 There are no minimums. (3-point answer)
	 None.
3 	 Less than US$250. (3-point answer)
	 China, France, Japan, Taiwan, and United States
3 	 Between US$250 and US$499. (2-point answer)
	 Spain and Switzerland
3 	 Between US$500 and US$1,000. (2-point answer)
	 Canada, Germany, Italy, Netherlands, and Singapore
3 	 More than US$1,000. (1-point answer)
	 Australia, Hong Kong, New Zealand, and United Kingdom

Approximately what percentage of funds have investment minimums of less than US$1,000? 
(question weight = 1)
3 	 More than 75%. (3-point answer)
	 China, France, Germany, Japan, Switzerland, and Taiwan
3	75%. (3-point answer)
	 Canada and Spain
3 	 50%. (2-point answer)
	 Italy, Netherlands, and United States
3 	 25%. (2-point answer)
	 Hong Kong and United Kingdom
3 	 Less than 10%. (1-point answer)
	 Australia, New Zealand, and Singapore
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How many of the following distribution choices are readily available to investors? 1) bank, 2) insurance 
agent, 3) full-service brokerage, 4) discount brokerage firm, 5) independent advisor/wealth manager, 6) direct 
to fund, and 7) Internet (question weight = 3)
3 	 All 7. (3-point answer)
	 Australia, Canada, France, Italy, Japan, Netherlands, New Zealand, Singapore, Switzerland,  
	 United Kingdom, and United States
3 	 6 of 7. (2-point answer)
	 Hong Kong and Taiwan
3 	 5 of 7. (2-point answer)
	 Germany
3 	 4 of 7. (1-point answer)
	 China
3 	 3 of 7. (1-point answer)
	 None.
3 	 2 of 7. (1-point answer)
	 Spain
3 	 1 of 7. (0-point answer)
	 None.

Approximately what percentage of funds is sold through an open architecture system (a distribution system 
where options come from multiple fund families)? (question weight = 3)
3 	 More than 80%. (3-point answer) 
	 Australia, Canada, China, Japan, and United States
3 	 Between 50% to 80%. (2-point answer)
	 Hong Kong, Italy, Netherlands, New Zealand, Singapore, Switzerland, Taiwan, and United Kingdom 
3 	 Between 20% and 49%. (1-point answer)
	 France and Germany
3 	 Less than 20%. (0-point answer)
	 Spain

Do investors have the option of investing in either passively (for example, tracker funds) or actively managed 
funds? (question weight = 1) 
3 	 Yes, both actively and passively managed funds are readily available. (2-point answer)
	 Australia, Canada, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, New Zealand, Singapore, 	
	 Spain, Switzerland, Taiwan, United Kingdom, and United States
3 	 No, only actively managed funds are readily available. (1-point answer)
	 None.
3	 No, only passively managed funds are readily available. (1-point answer)
	 None.


