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1. Economic and Financial Background
	Table 1: Key economic and financial indicators



	
	2005
	2006

	Population (million)

GDP (EUR billions)

Real GDP growth (%)

Inflation rate (%)

Unemployment rate (%)

Stock market capitalization (EUR billions)

Stock market capitalization (% of GDP)

Bond market capitalization (EUR billions)

Bond market capitalization (% of GDP)

Household gross savings ratio (%)

Household financial wealth (EUR billions)

Average per capita financial wealth (EUR)
	8,233

245.1

2.0

2.1

7.3

107.08

43.69

189.41

77.28

14.20

356.4

43,607
	8,299

256.4

3.1

1.7

6.8

146.2

57.02

212.8

83.00

n.a.

380.81

45,886


2.
Data on funds under management and portfolios
3.
Key Trends in flows and assets under management
As of June 30, 2007 the total volume of investment funds domiciled in Austria – representing all 24 investment fund management companies – increased by around 9.1% during the last 12 months amounting up to EUR 172.5 bn.
Assets under Management and Net Flows

	
	Assets

30.06.2006
	
	Assets

30.06.2007
	
	Net Flows 

07/06-06/07

	
	in mn €
	in %
	in mn €
	in %
	in mn €

	Equity Funds
	24,638.88
	15.58
	31,615.51
	18.32
	918.41

	Bond Funds
	70,303.64
	44.45
	71,774.79
	41.60
	-40.11

	Near Money Market Funds
	12,143.38
	7.68
	14,632.87
	8.48
	1,985.59

	Balanced Funds
	44,317.30
	28.02
	45,030.70
	26.10
	-74.87

	Alternative Funds
	6,754.54
	4.27
	9,474.19
	5.49
	2,042.82

	Total
	158,157.74
	100.00 
	172,528.06
	100.00 
	4,831.83


In the figures above, so-called “Spezialfonds”, being investment funds for institutional investors and Funds of Funds are included as well.

	“Spezialfonds”
	Assets

30.06.2006
	Assets

30.06.2007

	
	in mn €
	in mn €

	Total
	48,054.87
	51,407.28


Including the assets of real estate funds (EUR 1.8 bn) the Austrian Investment Fund Industry reached a total of EUR 174.3 bn.

4.
Regulatory and self regulatory developments including tax
Capital Requirements Directive:
The Capital Requirements Directive (CRD) has already been implemented into Austrian law. In this regard, the Austrian Banking Act has significantly been amended and a new solvability directive has been issued. According to the Austrian Banking Act, investment fund management companies enjoy a bank status which means that they would basically fall completely under the new Basel II framework. However, due to an extensive exemption in s. 3 of the Banking Act, the Basel II framework does not fully apply to investment fund management companies. Nevertheless, the existing - comparably high - capital requirements have not been changed by these recent amendments. This means that CRD has fully been implemented in Austria and indirectly affects investment fund management companies.
MiFID implementation:
MiFID Level 1 and Level 2 have recently been implemented so that Austria will fulfil the Commission’s implementation timetable.
The new Wertpapieraufsichtsgesetz (WAG) found a fairly promising balance between the UCITS and the MiFID framework.
Pensions:
There have been no new developments regarding the legislation of pension funds besides new risk management requirements for institutions which are responsible for the administration of occupational pension schemes (2nd pillar pension schemes). The changes will also affect Austrian investment funds which are the commonly used investment product for occupational pension schemes. The new rules will come into effect by the middle of 2007. The new risk management obligations require that the institutions have to submit the Austrian Financial Market Authority a risk management handbook which has to specify the risk management process, risk management models and risk management documentation of the respective institution.

Other regulatory developments:
Refering to the Implementing Directive of UCITS as regards the clarification of certain definitions (2007/16/EC) - “Eligible Assets” - it has to be said that a partial amendment of the Austrian Investment Fund Act is expected in the last quarter of 2007.
Tax rules:

There have been no major changes regarding taxation of income of domestic and foreign funds in the year 2006.

By the end of 2006 the Austrian Court of Justice has abolished legislation regarding the obligatory coverage of security investments by companies in connection with the build up of book reserves in the balance sheet of companies for future pension payments of their employees. In the decision it was argued that the securities have to be specially secured for the employees and it is not allowed to use the securities for other business purposes than fulfilling the pension obligations of the employees of a company.

In reaction to the decision the new government argued that it sticks to the general principles of obligatory coverage of securities for the build up of book reserves for future pension payments of employees of a company.
In the meantime the Austrian parliament has decided on a new law (Budgetbegleitgesetz 2007) which once more requires companies for obligatory coverage of special securities for future pension payments of their employees. Investment funds which are based either on the investment categories and limits stipulated in the Directive on the activities and supervision of institutions for occupational retirement provision (IORP Directive, 2003/41/EC) or which invest predominantly in European bonds are specially suited for this purposes. At the same time all funds whose investment regulation follows the investment categories of the IORP have to apply a risk management process according to Art 21 of the UCITS Directive. The securities have to be specially secured for the future pension payments of employees of a company.

5. 
Corporate governance – major developments 
The Quality standards of the Austrian Investment Fund Industry will be modified shortly after the implementation of MiFID.
Moreover, the Austrian banking industry is currently working on the so-called Standard Compliance Code –a self-regulatory framework -, which needs to be adapted in the light of MiFID.

6. 
Fund governance 
-
7.
Product Development 

Real Estate Funds
In 2006, the Austrian Real Estate Investment Fund Act (open-ended real estate funds) has significantly been amended.

This amendment introduced the possibility of so-called real estate companies, which is intended to make it easier for Austrian real estate investment fund management companies to acquire real estate within Austria and abroad.

Furthermore the rules regarding liquidity were adapted according to the German open-ended real investment funds principles. This is to say that up to 49% of the net asset value of the real estate investment funds can be invested in deposits and cash equivalents like short term bonds etc. The minimum liquidity must reach 10% of the net asset value of the fund. Real estate investment funds are allowed to use all possible derivative instruments for hedging purposes.

From the beginning of 2007 real estate investment management companies have to comply with new regulations regarding issuing a simplified prospectus for open-ended real estate investment funds.

Private Placement
Since 1998 the investment funds product “Spezialfonds”is explicitly mentioned in the Austrian Investment Fund Act. The “Spezialfonds” is defined as a fund structured according to the principles of the Austrian Investment Funds Act which can only be purchased by one single or a limited number of institutional investors (companies and other legal persons). Natural persons are not allowed to invest in the “Spezialfonds”. The maximum number of institutional investors in one “Spezialfonds” is ten. As the “Spezialfonds” is not publicly offered there already exist exceptions regarding the public offer and the disclosure requirements for the “Spezialfonds” (fund regulatory, simplified and full prospectus etc).

The Austrian Investment Fund Act has been amended by mid 2006 insofar, as the investment limits applicable to publicly offered funds can be doubled for the “Spezialfonds”.

It is the intention of the Austrian investment funds industry to have the legislation of the “Spezialfonds” further liberalized, eg it should also be allowed that special qualified private investors (natural persons) also can purchase the “Spezialfonds”.

8. 
Other Major Issues and Developments
Standards
Currently the Austrian Fund Management Companies implemented FundsXML as a standard for data-transmission in order to fulfil the legal requirements by the Austrian law.

Thereby VÖIG works closely together with the BVI in order to constantly improve the standard and promote it across the borders in Europe.

VÖIG is working on the adoption of the FundsXML framework in the light of the Basel II requirements.
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