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Introduction

In July 2001, the Irish Association of Investment Managers issued an Irish Country Version of the Global Investment Performance Standards.  Embodied within those Standards is a commitment to fair presentation of performance information to clients.  The Standards will evolve through time and one of the ways in which they will do so is through the issuing of guidance statements which will address various technical issues.  

One of these technical issues concerns the disclosure to clients of the fees and expenses which they incur when investing.  Currently the investment community at large, comprising investors, consultants and/or advisors and investment managers, is considering a consultative ‘Guidance Statement on Fees’.  While there may be some minor modifications to the Guidance Statement following the consultation phase, it is clear that ‘best practice’ in terms of performance disclosure will involve the proper categorisation and reporting of all the ancillary costs of investing so that a client will have a full picture of the makeup of their investment return. 

The Irish Association of Investment Managers fully supports the principle of fair disclosure of the costs of investing.  To that end the Association is proposing a voluntary code of practice that will encourage all investment managers operating in the Irish market to disclose to their clients the nature and extent of all the ancillary costs that are incurred when investing.  Because there are a multitude of investment vehicles through which clients make their investments, the code is non-prescriptive as to the format and detail of the information to be disclosed.  However, the over-riding principle is that the information should be presented in such a way and to such a level of detail that a client is able to fully appreciate the impact of those ancillary costs on the overall investment return.

The Code
An investment manager should disclose such details of the ancillary investment costs as are sufficient to allow a client to appreciate both the nature and performance impact of each type or class of fee or expense that is incurred in the management of the portfolio.  Specifically, for the period in question the investment manager should disclose details of the fees and expenses incurred under four categories:

(1) The management fee

(2) The custody fee, where custody is provided by or arranged by the manager (to include separate identification of 3rd party custodian fees)
(3) Commissions paid to brokers, including any soft commissions separately identified

(4) Any other material costs/expenses incurred e.g. stamp duty and other fiscal levies, auditing expenses etc.

For clients holding their investments directly, such information should be provided in both monetary amounts and in terms of the basis point impact on the client’s reported investment return.  

Applicability of the Code

It is proposed that, initially, the Code will apply to segregated clients only.  IAIM will open discussions with product producers to see whether this, or similar information, could usefully be given to unitised clients.  
Provision of Information
It is recommended that an investment manager provide the above information to its clients at least annually.

It is also recommended that investment managers make available to their clients a ‘statement of policy on the management and control of ancillary investment costs’. This statement should, inter alia, make reference to asset held by, or through, third parties where separate charges may occur. In particular, the policy statement should disclose the nature and estimated impact of any ancillary investment costs not reported on in detail.
Timetable for introduction of the Code
The Code is applicable for segregated clients in respect of reporting periods commencing on or after 1st July 2003.
