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ABSTRACT

The main thrust of this study is to critically exam ne
the operational activities of Unit Trust Scheme in Ngeria
and the benefits that accrue to unit holders from this form
of investment, using the chi-square test <x?> distribution
as the anal ytical technique.

It was observed that the schenme had contributed
positively to the standard of Iliving of the investors,
within the period covered by the study. This was reveal ed
enpirically by the strong correlation between unit hol ders
income per unit holdings and the dividends that accrue from
such uni ts.

t her ef ore, in a bid for the wunit trusts to grow,
devel op and nmintain, and continue to nobilise and attract
idle funds into the financial systemfor the benefit of the
investors, it is reconrended that a |legal advisory body be
designed and set up to protect investors against fraudul ent
practices of operators and to mmintain investors' and
operators' confidence in the Unit Trust Schene.

The above step is all the nore necessary because we
observed (from the study) that unnecessary bureaucracy has
caused obstruction towards the snoboth operation of the

schene.
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CHAPTER 1
INTRODBCTION
1.1 AN OVERVIEW

Financial institntions in Wigeria, prior to the.

i F
AR
introduttion of the Structural Adjostment Programms (SAR), %y

concentrated their operations on provision of traﬂitionaln;&_

T
NI
N

services in the wmoney snd capital msrksts. This pericd Hau@%ﬁ;
characterised by what is now refsrred to as “gxnchaimy?J:
banking”. T R

#ith the intraoduction of Structural Adjnstment programe-. ..

Fid

in the Nigerian economy in 1886, Higerisn businessmen®i
started developing the initistive of creating new invostnantﬁ?l

opportunities for investors. This coupled with the high ¢ -

inflationary sitoation saw every invester trying to utiligse.
§ .

the siightest investment opportunity. O

The deregulation that resulted from SAP, has brought i .
about prodeet innovetions smongst  providers of Finarncial .
services. The latest gddition into the siomering pot of
investnent services is the ¥Unit Truast Schems, EBzihe
{1981:10). Since 1980, when the Securities and Exchangs
Commiagsion (SEC) nodded Lo 38 go-shesd Por ths operstion of

Unit Truwt Scheme in Higeria, several Banks and Finaznce
- i+ H

Houses have gonte to the wearket with their own brands of the

scheme. The trail of the scheme was piopneered in Higeria by

_the Abacus Merchent Bank., As of then (18980), there wers nine




Unit Trusts in the country.

A variety of traditional Unit Trusts have long existed
in our traditionsl economy {soriety) before the sdvent of
mnodern scheme. The "Esusu" or contribotion clobs, the
"Adsshe" or TGugys", Rotating Credit Associstions snd
“"Alaio" are some typical examples. A point of difference is
that , while the traditionsl schene only heeps the
contribntion snd pays out the total sum to members in turn,
the nodern scheme puts the resources in profitable
investment which in return yields some revenue. The common
concept to both the old snd the new version is "Trust”,

The modern concept of Unit Trusts started in the United
States of Americsa sround 1885, sfter the American Civil War
and spread to the United Kingdom in the esrly 1830s. This
concept mooted First in Nigerisn economy st the introduction
of SAP in the mid-80s and has since then been growing. The
noderns  concept of Unit Trost is defined ss 3 wmeans of
investment which mahes it possible for people to participate

in the stock market snd some money market products without

committing too much time, money and expertise. This wodern .

-

concept of Trust is the subject of this study.

-
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1.2 BACKGROUND INFORMATION

& Unit Trust is an association of investors established
by "Ttust Deed snd spproved by the Ministry of Trade snd
?inan?e; Osaze (1991:104).

According to the Companies and Allied Matters Decree
(canb), 1980, =& Unit Trust is any srrangement wmade for the
purpose, or having the effect of providing facilities for
the participation of the public 85 beneficisries ander s
trust in profit or income arising from the &acquisition,
holding, msnesgement or disposal of securities or sny other
property whatsoever. Those who invest their savings in the
units offered by the mansgement of the trust mre in law tLhe
beneficiaries in whose interest Lhe trust must be
sdministered, Hsdden (1977:410).

nit. Trust accepts and pools together individual
investments. These investments sare held by 8 mansgement

company, ususlly s bank. Each investor is credited with a

number of units commensuraste Lo his shesre of the fund. The

value of the unit being determined by the market price of
the nnderlying investment otherwise called the unit
portfolio.

Unit Trust offers the individusl investor a chance to
gpresd his risks by buying onits, which in effect is
£nvasted in & balance portfolio of shares, Craig (1979:15).
If attracts &snd mobilises swuall savings of scattered

investors.



Thé trnot provides ihe investors with profits, spresds -

rigek, financizsl secwority, regulsr incoae diatributi?n and, .

ligquidity through esxsy redemption of units. N I

'¢§®

The Unit Trust Schews was introduced in ﬂigetia in

1880, four yesars sfter the introdoction of the Strnotunral-

Adjustment Programme (SAP). Unit Trusts that have received

.recognition in MHigeria from Secnrities end Exchsnge ¢
Commission (SEC) inclnde: Abacus Unit Trust, Gloria Unit.

Trast, ICOH Unit Trost and Rims Unit Trust. For the purposs -

of this stody, the focus is on selected Unit Trusts. ,

The Abacus Unit Trust 3chens was one of the Lirst Trust:

Schemas to be approved by SEC. The Scheme is open to all

Higeriang. Iis wmansder is the Abscus Merchsnt Bank Limited

and its trusteese iz the United Benk for Africa (UBA) T?usteaa.

Limited, Lagos. | e
As at 3rd December, 1880, 50 willion units were
zvailsble for subacription. Each unit holder wea expeacted bo
have a minimus holding 200 units at 50k per share and sbove

that in wultiples of 50 uwnits., After the sevings hkave thus

been mobilimed by the scheme, ithe amcunt of money is.¢
' i
invested in: : S e r

i}. Shares and othaer capital market instrumsnts.

By

/

ii). Money merhet instruments soch as certificates of » s

Deposits, Banker s Acceptances, etc, and
iiiy. DLher investments a5 the 3EC way from time to

tine approve.
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The trust issuves unit holders with Trust Certificate
which serves as evidence of ownership of the nusber of units
gpecified therein. Unit holders are entitled to redeem their
holdings by lodging their Trust Certificates and Redemption
forms with the mansger of the Unit Trast. The issue and
redemption prices are calculsted aceording to the formula
spproved from time to time by SEC.

The income to Unit Trust Scheme is derived from three
principal sources, namely:

i). Dividend income from investments in securities.

ii). Interest income from fixed interest besring securities
and from money and capital markets coperations.

iii). Capitsl gain from reslised investments.

The net income (i.e interest, dividend and realised
capitsl gsins, less sll expenses snd tasxes) is distriboted
to unit holders at the end of every asccounting year subject
to the aspprovsl of Annusl Genersl Meeting of Unit holders,
Such distributable net income is paid in cash but may also
be reinvested in the scheme throngh the purchase of
additional vwnits st the option of the vnit holder.

The objectives of the scheme inclade:

i) To pool financial resources from small savers and
nanage such resources profitsbly on their behalf.
1ii). To invest the pooled resources in approved investment

ontlets for the benefit of unit holders.
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1ii)} To ensble uﬁit holders cobtain s aéréad of investment
which they could not obtain on an individualgbagis.
iv). Te ensble unit holders maxinise retarns on.invéatnant
at minimal rigsk through portfolio d1v9r51f1catzon._?,”
v}, To ensble unit holders enjoy the benefit of single
vrofessional management in the procaSs af buy&ng and

.!'\,
selling secorities; snd IR wupia

vi).To stimulate the development of the Higeria Capital

Market through mobilization of idle funds snd chsnneling
e

sach funds into the wmsrkhet throngh visble  investment

ontlete. _ S A

1.3 PROBLEN STATEWENT

The Unit Trusi Scheme constitutss an esaantialifraﬁa—\
work for promoting savings and espital spprecistion vis-a-
vig earning the wvnit holders soms income. While =zome
investors welcome the ocheme a5 egosential in estsblishing
the needed finsncial prudence to facilitate savings for ihe
benefits of the anit holders, others see it as having too
atringent condilions to be met before being n vwnit holder.
Hence, they consider thst it is not weant for the genersl
peblic. The lattier gronp further argues that the scheme is
bnt 8 wholesome sdoption of the British aystes that im not
congeniel to onr environment. This study aims at addressing
such igespea. In the light of this, the study stitenpts sleo

to mddress the following guestions souch as:
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i¥. Ia the scheme open to rll categoriea of investors?
13>, How is the pooled fund of investors wiilised to mchieve
the laudsble objectives of the scheue? : .‘;-nﬂmyg..=
43i) What sure the risks and wuncertainties of this form of .

o |
} .
investeent? N T S

1.4 OBJECTIVES OF THE STUDY

The broad objective of the ostudy is to eiaﬁina- the
operational sctivities of Unit Trast snd the benefits that
accrne to unit holders from this fore of investugn’. The
specific objectives are: ; $ * 2
1)}, To educate the public on Unit Trust Schewe in Nigevia.
ii}. To sssess the impect of this Schewme on investors, and
11i) T¢ make racommendations baged on the findings of the

reaesrch. . : S
1.5 SCOPE OF THE STUDY

The study's focus is on the evalunation of Unit Trusté
in ¥igeria. Selected schemes will be exsmined (these will
inclnde the major ones: Abaeuns, Icon., Rims and Gloria Unit
Trusts). The objectivea and their impsct on the target
osperators, investors and nanagement will be critically
examined. The operations of the scheme 8s sn  investwsut
option wWill be snalyaed Lo sgee whether it is  a viable

investment option obtainable in Nigeria. L
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The work constitutes a period of five (&) vesrs i.e
1890 to 1984, but references will be drawn from other yenprs
before 1880
However, 3 critiesl snalysis of the different schemes
will be done in the study to see whethey they offer the zane

benefits snd satisfy the various needs of investors.

1.6 JUSTIFICATION FOR THE STUDY

The Unit Trust Scheme is 58 relastively new form of
renaged fund investiment in Higeris. As s result, very little
ig knowun =mbont the scheme. Also, very little reasesrch work
enrrently exists on the scheme . Resesrch work on the scheme
in Higeris such as those of Ehke {(19390); Ezike (1981); Homoh
{1991 )%; Uho-Inyvang (1892);, Adewuwmi (1882); Qluwole {1883);
have =51l been written in the form of srtiecles which fail
short of detailed informsation. Also, such works have Lreatsd
Bnit Trust Scheme in genersl without 3 particulsr study.
This stady stlewmpls to Face such challenges.

It »ill further sscertain the futvre role of Trust éund
iz Higmries within the frawme work of SAP snd how best it
contribules towsrds economic transformantion of the country. |

Furthergore, it will go = long way towsrds detsrmining
whethey or not the scheme is servicing all classes of

investors 89 it clsimed to do.
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vi. It will sid the organisation’s (Unit Trust’'s)
management to make =n cost benefit analysis of their
investments. This will in turn, sssist management in
deciding either to expand or contract the level of
sctivities of the scheme.

vij). It will aid managers snd trustees, investors, unit
holders sand those interested in the scheme to take
rational decisions.

vii). The study will give the reader a good knowledge of
what the scheme is all about. This will help in
creating awareness in the general public about the
existence of the scheme.

viii). Further, it will help management of Banks and Finance
Houses to understand thst the scheme is scting as s
medium of generating and utilising idle funds which may
lesd to formation of cspital within the context of the
Higerian Money and Capital Markets.

ix} Also, the stady will s=sssist potentisal and real
investors to appreciate the visbility and fuotuore
prospects of the scheme before making sound investment
decisions therein.

xy. Finally, the study will serve as a modest contribution
to the financial system snd s gnide to further research

in this aresn.
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1.8 HIEQiﬂﬁﬁlﬁ
The following sre the =8in hypotheses which area tested

in the study.

HYPOTHESTIS 1 (Hai)
The Unit Trust Scheme has & positive impsct on
Mnit holders’ income per unit holdings.

ALTERNATE HYPOTHESIS 1 (Hio)
The Unit Trust Scheme does not have & positivse
impect on unit holders’™ income per anit holdinge. -

HYPOTHESIS 2 (Hz)
The Unit Trust Schewe is an ideal channel of
sittrecting and nobilining idle funds and
channelling such funds into the mearket through
viable investment ontlets.

ALTERBATE HYPOTHESIS 2 (Hao)
The Unit Trust Scheme is not an  ideal channel of
sttrecting snd nobilising idle fands srd
channeling such fundas into the werket through

viable investwment ontlels,

These two hypotheases will form the basis of the gtudy
and will ultiwsately sssist in jodging the validity of the
Unit Trust 3cheme.

Hypotheses are gnides foxr the researcher in the whole
process of research sndeavonr, they keep the invemtigntor

along the main path of his study. As advanced by Osnala
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(1987:46), & hypothesis can be regerded as n  tentstive ++

generalisation whose tenability is to be tested on the basis

(e

of the capsbility of its implications with  empiricsl «%

evidence and with previouws knowledge.

A well formulated hypothesis has the foliowing .
benefits. |

). It provides direction for dinvestigation in th? senss. .
that the relsationship expressed in it guides the Lf
inveatigator on what to do. |

_b}. it helps in pin-pointing the research problem foproj.
investigation.

¢). It mssists the researcher in determining what snd how,{ﬂ
“nnch information is reguired for testing the hypothesis-;r
properly. In this way, it aleo assists in establishing,
the releveancy of facts, 55 they relnte to the issae ths:fﬁ
researcher wanté to investigate.

d}. It further assists the resssrchsr in determining how
the required dats can be obtained and statistieal tools ¢
and methods ere reguired for 2 thorongh investigetion ;!
0f the regesrch problens.

2. It provides the resesrcher with s useful and efficient ~
instroment for exploring snd explsining the nature of ¢ .
reiationships between or smongst variables which mnay J

constitute the problem that is being investigated.:: ™
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i3

£). Good hypotheses are perceived ag providing the frams
work for meaningful conclusions and interpretationa of
resesrch findings. |

g). Finzlly, a good hypothesis assists in pointing ?he WRY

to sand stimulsting forther resezvch. » o e

1.8 PBESENTATICH OF DISSERTATION

The study is divided into five chapters. Chepter 1

A

demnls with introduction. Under this, the Unit Trust Scheme -

in genersl is briefly presented. The reasons for undettakingffl

this stedy and the obiectives of the study are outlined.

Chepler 2 reviews related literstore to the Unit Tragt < .

Scheme., Focwy i3 on the operations, the benefits swsnd |
f
problens of Lthe Unit Trust Schene. ' P ‘

Chapter 3 i=s basically on the methodology of the study. 2

Eoaphaais here in on how data will be collected from the
field, traated and analysesd to achieve the gtated

chjectivea, [

Chapter 4 pressnts, snalyzsezs and interpretws the .
collected data.

Chapter S then presents the summsry of the write-up and
conclugions drawn frow the resesrch Firndings
Recommendstions based on the findings are made. Finally,
guggeations for the improvewsnt on the work sre sdvanced

given that there were some limitations of the study.

i
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CHAPTER 2

LITERATURE REVIEW

2.1 DEVELOUNENT OF UBIT TRUST SCHEME
The modern concept of Unit Trust began in the United
States of Awmerics sround (1665) &wfter Lhe Americsn civil
war. This later on spread to the United Kingdom (UK} in the
exrly 1830z during the tLtrede depression. The frame-work for
the sstablishsment and operation of Unit Trast in the UE was
formalised with the enactment of the Prevention of Fraud
(Investments) Act of 1858. This Act 1lays down bertain
regulataion for the operstion of znthorised  Units
Truat .Therust Manngers was formed in 1858, in which nearly
all the wmajor Uanit  Trost Managewent Conpenisa were
represented. Its objectives are to act as s consulting body,
te stendzrdise Unit Trust practice, to represent the
managenent companiss as 3 body and to co-operate with other

intevested groups with regesrd to investwent protection.

2.1.1 Developaent of Unidit Trust Scheme in Hideria

In the past, finsnciel institutions in HNigeris
concentrated their operstions on Lhe provision of
traditionsl serviqee in the ospitsl snd money warkets, This
period was characlierised by what is known or referred to as

“"sru chair” banking by observers.



15

¥ith the sdvent of SAP in 1986 in the Nigerisn economy,
Nigerian businessmen started developing new ideas toicreate
new investment opportunities. The prevailing high rate of
inflation coupled with these new opportunities saw every.
investor trying to utilise even the slightest investment
opportunity with the "best” proper resource allocation. The
gseasonal investor bays or invests only in business ventures
which he thinks are marketable within the shortest possible
time. The full time investor uses his discretion in
comparing and contrasting investment opportunities which are
open to him before mshing sny investment decision. The aim
of the two groups of investors in msking their anslysis was
to svoid investment decisions which would result in waste of
time and sScarce resources.

The deregulation that resulted from SAP, has brought
about product innovstions amongst providers of financial
services. The recent addition into the simmering pot of
investment services is the Unit Trust Scheme 33 sadvanced by
Ezike (1991:10). This scheme involves pooling together the
capital resources of smeall savers snd investors into a
common fund which is established by trust deeds and run by
professionsl Fund Mansgers. Since 1990, when the Securities
and Exchange Commission (SEC) gave the “raison d'etre’” for
the ovperstion of Unit Trust Scheme in Higeria, many banks
and finmnce houses have gone to the market with their own

brands of the scheme. The pioneer of the scheme in Nigeria
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is the &bscons Merchant Banh.

2.1.2 Traditional Forms of Unit Trast ic Nigeria

Before the sdvent of the Modern Unit Trast Scﬂéne in
Higerin, there had long existed & variety of traditionsal
Unit Trazst Schewnes. The nsjor ones of which were:

The “Esusu™, (contribwtion clubs). These wsre rotating
cfedit asscveiations which help ita mewbers.

The "Alsjo"” or "Gugya” and Adanshe”. They took the form
of smge-grades, friendship sssociztions and HutgéfﬂLabour
Exchange groups. In the Hausas land for instance, the “Uwar
Adashi” plays the role of s fond mensger in = restricied
sense. Periodie contributions are made to the UYwsr' Adashi
who then wmakes payeent in turn to the contribwtors. She
acted only as = eustodian to the fund, and did ng}ifut the
fund into any profitsble venture, I[liya (1991:18}?5%1_ @

The Esusw Society is based on  the principle of self
imposed bat group influenced wnesndstory gavings. The
voluntary aspeect 4ig that each wember deterwmines the zctual
anont of regular savings to be wnade. They sre group
influenced because the group determines the winimum periodic
contribntion of savings. | o

As =mdvanced by Eke (1990:11), the idea of Uﬁit Trust
Schene could be linked to % more refined snd result-oriented
form of Esusu where many people contribute money together

and give 5 lomp sum Lo a2 gingdle participant. Unlike the
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Esusu or Adashi, Unit Trust provides an avenue for many
small investors Lo pool their fund together snd to enjoy the
benefit sccruning from investing positively thereby enhsncing
the returns sand safety of their investment. The  common
concept Lo both the old and wmodern Unit Trust schemes is
“Trust”. The difference is that while the old version keeps
the contribution and pays out the total sum to members in
turn, the new version puts the fund into qrofitabla
investments which in turn yield income. These items of

income in turn are shared to members as profits.

2.1.3 MHodern Forms of Upnit Trust in Migeria

in Nigeria, the modern concept of Unit Trust was
introduced first with the inception of the stroctural
Adjustment programme (SAP) in the mid-80s. The operation of
the scheme was spproved in 1990 by Securities and Exchange
Commission (SEC) which is the only body empowered to do so.
Basicslly, in HNigeris, most legislations governing Unit
Trust operations are the same as those applicable in UK. But
the framework for its existence snd operations in MNigerim is
provided in the Companies and Allied Matters Decree (CAMD),

1880 as amended.

2.1.4 Definition of Unit Trust

As stated on page 3, Section 575 of the Companies and

Allied Hatters Decree (1880} defined Unit Trust scheme as
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‘any arrsngement made for the purpose, or having the effect
of providing facilities for the participation of the.publio
a8 beneficisries under z trast in profits or incowme ariaing
from seguisition, holding, nansgament or disposal of
gecurities or Any sther property whatsaever'.. Ezihe
{1981:10 algo, looked at Unit Trust schems as n mesns of
investment which wakes it possibls for people to participsate
in some money market products without commiting too much
tiwme, unoney and expertise to it, A Unit Trust is s n;thod of
investment whereby money subscribed by many people iz pooled
in & comwon fund, the investwent snd managenment of which is
subject to the lagsl provigsiona of the trust deed. The fund
ia iavested in gecnrities on behalf of subseribersy by the
snenagenent company. The investments so gseguired are held by

8 trustee uspally a8 well known bapk or an insurance compsany.

2.2 BASIC STRUCTURE OF THE SCHEME

The basic structure of the Bpit Trast schewme in made of
the Hanager, the Trustee and the Unit Holders. The
wanagement conpany and the trustees mugt be gquite independgnt
of each other.

They are partles to the Trust Deed which défiﬁéé thair
¢ollective responsibilities towards the subscriberxs to the
trust fand and sst out the rules for the operatioﬁ of the

traat.
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2.2.1 The Hanagers (Pund Managers)

The manager is usanlly 8 stock-broker or a firm of

professional investwent cowmpany licenssd to manage the trust ..

under ths overall supervision of the trustee. The nanggement

~ company ia the promoter of the scheme snd hopes to make

profit from the operation through fees which it charges to

__existing snd new unit holders for his gervices.

The day-to-day running of the trust is the responsibility of

d_the nanager whose fanciion is to invest in 2 wide variasty of

shareas snd to buy and sell shares when it seems to him

_appropriate. Coe e
According to FPerry (1884:180), the responsibilities of

the naneger are s follows:

(1)  the administraiion of the trust;

(ii} the calenlastion of the Unit offered and its prices; -

{iii) the preparation of income distributions;

‘(iv} the mansgement of the investsment portfolio of the
trust fund and;

{v} the maintenance of a market in the unit of the trust,

The CAMD (1890}, hes sdded the doties of the wmansger to

include:

{vi} he shall with the cousent of the trustee appoint an
suditor who shall »andit the secconnts which shsll be
sent to SEC =and also be publighed in natinnal.‘

newspapers (5.588).
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(vii) he shall with the consent of the trastee call an

annu2l general mesting of unit holders to consider the

JI':.

acceounts and other matters affecting the schene IR

{5.5685 (3>1.
{viii} he shall alasg fornish the commission periodically

with any regquired informstion relsted to the scheme. -

The managey is obliged to ensure that proper books of .

acoonnts sre prepared, reflescting 2 true and Fair view of
the affairs of the schene. Thus he in responsible for the

day-to-day mansdement of Lhe fund.

2.2.2 The Trustee

A Trustese is s person or company to whow property or
investment is  enitrusted so0 that he wey desl with it in
asccordance with the directions given by the ocreator of the
trust. Under the Trost Lsw, a Trustee is the legsl owner of
the trust’'s assets snd hold thes on  trust for the anit
holders. Section 575 of CAMD, (1890} defines Lthe Trustee ss
"the person iwn whom the property fTor the time being subject
to =2ny trust crested in parspance of the scheme is ov mey be
rested in accordance with the terms of +the trnst". This is
supported by 5. 575 {¢) nof the Decree which provides that
the Trusiee under the scheme shonld be a body cbrporate such
25 B banh or sn insurance compasny  licensed under the

relevant statouis having » ®minimne pasid-up capitsl of

¥
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RE00,000. The Trastee does not have to interfere in the day-

to~-day running of the sgscheme unless the aetion of the

wensger conflicts with the interest of the nnit holders. He;
is not allowed Lo make profit out of the tyust.” -

Apsrt from the daties Jolmtly casrvied out by the
nonsger bnd the Trustee, the Trustee spsrcifically prerforas
vther duties such as:

(i} he hss 5 genersl supervigsory role over the mansger
sinee he iz the legsl owner of the property subjsect Lo
the trast.

{ii) he controls the creastion of new nnits and mskes
payments of periodic distribution of income to unii
holders.

{iii) to s8ct as custedisn  of c&?ital snd income of the

trugt. : S

{iv) to hold in its own name the secorities in which money.
subascribed by the public to the tragt fund hss been
invested by the manager.

{v} to tshe responsibility for the registration of sub-unit

holders.

L2.2.3 The Unit Holderi{s}

The subscribers in the Unit Trust are hknown és the unit
Iholdets. In short, & anit holder iz any person or firm uho
invests in 2 Unit Trust scheme. The ownership of number of

Priits held by s anit holder is evidenced by & wnit
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certificate issued to him.

2.3 CREATION OF A UNIT TRUST SCHEME

A Unit Trust is constituoted by a trust deed made
between managers who sare responsible for the selection
within liwmits prescribed by the trost deed of the portfolio
of securities comprised in the trust fund and Trustees who
are respoensible for the safe custody of those securities snd

the collection and distribution of income from them.

2.3.1 Authorisatiocn

Once the Unit Trust 1is constituted by the trust deed,
the next step would be for the mansger to spply to the SEC
for avthorisation. The Decree provides that "no person shall
estsblish or operste s Unit Trust Scheme or carry on the
business of dealing in Units of s Unit Trust Scheme unless
such 8 scheme is authorised by the SEC sand registered in the
register maintained by the commission”. 5. 575 CAMD,

(1990} .

2.3.2 Reqguirements for Authorisation

The power to suthorise s Unit Trust is discretionsry.
This is clesr from S. 578 (3) CAMD (1990) which provides
that the SEC shsll suthorise and register 3 scheme if it ig

satisfied as to the followings:
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() the competence of the mansger and trustee in matters
related Lo the operstion of unit trust and,

(b} Lhe probity of the mansder snd trustee so ms to

render them suitsble to mct ss msnager and trustee.
The interest of the investor s3nd the integrity of the
financial system would be prime matters for considerstion in
deciding whether or not s schesme would be suthorised.

The manager shall be a corporate body incorporated with
s minimum paid-up capitsl of N250,000. The trustee shsall be
» body corporste such as insurance company or bank licensed
under the velevant statute snd having 2 minimom paid-up
share capitsl of HNB00,000 ss provided by the CAMD, 1980.

Both provisions sare simed at excluding from tLhe
operations, persons of limited resources and questionsble
pedigree who may expose investors Lo fimsncial ruin. The
practice would be that companies which act as trustee would
heve an #quity base far in excess of the minimne required.

The manager and the trustee should be persons who are
independent of each other. The Ltwo compsnies must not be
related in the sense of being under a common ownership or
control or being sssocisted compsnies.

The trust deed munst be in compliance with the
provisions of the decree sand the prescribed rules and
regulations. The trust deed cannot, for example, give the
nsnsger wider investwent powers than contsined in 5. 587 of

CAMD, 1990. The nsme of the scheme must not in the opinion
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of the commission be nndesirsble (S. 587 {331). The chouen
nome shonld not confuse investors either in respect of the

nonsgers of the scheme or its investunent objectives,

2.3.3 Registration of lUnits

The Units so ecrented by the trust wust be registered.
It is unlswful for sny person to deal in nnits of 2 trust
scheme unless such units have been duly registered with the
comnmission 8BS contesined in S. 5768 (4) of CANMD, 1880,

Any unit may be registered by the issuer filling san
spplication with SEC in sccordsnee with 5. §77 (2% of CAMD
1880, Any sprlication for registration of unit duly fFilled
shall become effective 80 days sfier filling or such earliser
date 3s the commigsion may determine depending on sdequacy
of informstion contszined in the spplication. Sach 8
regigstration shall, in respect of the nnits specified, be as

proposed to be offered.

2.4 REMUNERATION OF MANAGERS/TBUSTEES

The wmneneger and the trastees are paid for their
gservices. The smount prid, when it is paid, sand how it is
paid, s»re contained in the provisions desling with the

subject .



According to Momoh (1881:24), the Unit Trust scheme is

a highly profitable invesiment _opportnnity for corpatate'

bodies, individuals, including low income earners or shilled
lebourers, students, peitty traders, commercizl dyivera,
carpenters and so on  residing sither in  roural or wprban
areas. This mesns  that {init  Trust scheme 1w open to all
categories of people wishing te invest sand who want to resp
profits from their investments with miniwom effort. Hencoe,
Unit Trust aims Lo produce 8 balsnce of risks and
;0pportunities that wmeny individoal investors conld not

achigve on their own.

2.5 1 Investmeni

In ensuring that investment oblectives are mel,

different investesnt strategies are ntilised. For example,

in the UE, some funds sdopt 3 low rvisk investment strategy, .

while other tahe congsidersble riaks, Some simply aim for

growth without income while others provide their investors -

with regnlsr incomes. Investment i® done in either small -

companies or large and slse OQverseas Cowpaniea. However,

where investment Ytakes pleece, 1t is an resalt of sose

factors., In Wigeria which i ovr focus, investment is s
functicn of the interplay of: ' S
(i) the Companies snd Allied Hmtiers Decree 1280 as the

primary iegal instrument.
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{(ii) the Securities snd Exchange Commission (SEC) Decree of
1988, and

{iii} the Common Lsw of Trusts.

Each of these legal instruments/bodies has its own
specific role to play. They sre, however, not independent of
each other but rather they complement esch other.

Having considered the environment ander which Unit
Trusts operste in Higeris, we shall then look st investment
from the msnsgers’ perspective. According to CAMD, 1980,
every manager of an sauthorised Unit Trust scheme shall
invest only in:

(i) securities specified under the Government snd other
securities (Local Trustees Powers) Act snd the Trustees
Investment Act 188Z, sas smended from time to time, and

i1} Such other investments ss the Commission may from time
to time spprove.

According to 8.1 (1) of the Trustees Investment Act
{18962y, trustees casn invest in debentores asnd fully paid ap
shares of certsin companies incorporated in Nigeria.
However, private limited lisbility coRpsnies sre  npot
included in the list of sllowsble investment, 5.1(2). This
mezsns then thst, such investments sre limited to companies
whose shares anre gquoted on the stock exchange. Thus, there
are limited svenues for investments open to the mansger.
This is so since the manager is charged with many other

responsgsibilities.



27

2.5.2 Jlssue of Units

The issue of Units is done on 2 regulsr basis in
asccordance with the demand for them. According to Osaze
(1881:108), the Scheme offers an unlimited number of units
since units are issued on demsnd by unit holders on s
continuons basis to mvoid the risk of over-subscription.
This is facilitsted by the fsct thst 511 spplicstions so
forwsrded sre within the terms of the Trust Deed. It has
alresdy been cited sbove that the prospectus i1s the medium
by which wunits for subscription are offered. Nevertheless,
wore vanilts can also be crested and isgued where the demsnd
is wmwore than the wvnits issued, for subscription or where

fresh denands sre msde.

2.5.3 Pricing of Units

The price of vnits of vnit trust scheme is calculated
in =meccordance with 5 formuls being provided by the SEC.
However, the procedures for buying snd selling of units
could be gquickly outlined.

Firstly, the purchase of 8 unit is made via an
spplicstion written by the investor Lo either the mansger
directly or their agents (usually, stock brokers, banks or
finance houses)., Buying from sn sgent is salwasys more
expensive because of the sgency commission, Uduck (1981:22).
The =agency commission here arises becsuse of the cost of

administration so-called; front -end-loading.
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As more sapplicslions sre made to porchsse units on a
continuous basis, s0 Loo are units sold on a continuous
basis. Ssles of wnits is ususlly done directly to the poblice
by means of prospectus and distributors. But, the initial
ninimum investeent is ususally fixed, and subsequent ones are
then made in multiples Lo be determined by the management
company. According to Winfield (1881:146), the Mansger
issues a8 contract note showing the nomber of Units an
investor has purchased, the price snd the totsl amount
payable. He further states that, in the contract, a name
ticket is ususlly included which must be completed and
returned. A certificate is then issued in due course showing
Lthe detzils on Lthe same Licket.

Secondly, the sales of units can be done by gither of
the two methods - the unit holder can sell his onit on the
stock market assuming the Trust is guoted or he applies to
the fund mesnsger who virtuslly buys them. There is ususlly
varistion in market wvalue of unit prices. This variation
srises from the vaslue of the shares snd or other securitiesg
which make vp the uvunit portfolio.

Arrangement for the sale of vnits is made at the ruling
price of Lthe day. As s rule of thumb, the manager quotes Lwo
prices - the offered price snd the bid price. The former
price is that which is the waximum price st which units are
sold by the msnsgers to the general public, while the latter

is the minimum price at which the mwanagers will repurchase



units from the public.

Usually, the certificates to be redeemed wmust be
properly endorsed and sccompasnied by written instrument.
Holders of securities must then sign exsctly ss their names
appear on the face of the certificate with the signsture
guarsnteed by an officer of a bank or stock broker in a firm
which is a member of the Nigerisn stock exchange. By so
doing, the investor is giving up his rights of ownership of
the Units sfter which the msnasger sends 3 cheque for the the
proceeds to the investor, Attams (1994:61).

After units hsve been purchssed snd resold by the
mansgers, certificates are not issued to the new unit
holders uwuntil the manager has endorsed certificates from

others, 1.e ex-holders to an equivalent number of uvnits.

Z2.5.4 Redemption of Unit Holdings

Unit holders sre entitled to redeem their holdings by
lodging their Trust Certificstes and redemption forms with
the manager of the scheme and such redemption shall be
concluded within three worhing desys of the lodgement of the
redenpt ion documents.
2.5.5 lonvestor Protection/Prohibited Transactions

It is only 2n honest Unit Trust Scheme, which hss met
the statutory reguirements and properly enforced them thsat
will be suthorised and protected.

Certain transsctions and profits thereof by mansgers
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under Unit Trust Scheme sre prohibited. The Depsrtment of
Trade snd Industries (DTI) consultative documents (1886:18)
clesrly ststes that s compasny that is msnasged under Unit
Trust Scheme or is a subsidiasry or a holder company of the
mansger or director or s person engsged in the mansgament of
such a compsny is prohibited from carrying out transactions
for itself or  himself, or making a profit for itself, or
himself from trasnsactions in sny assets held under the
scheme 5.583(1). This provision clearly svoids any conflicts
of interest which may arise in the course of the msanager’'s
doties.

The DTI1's documents further state the prohibited
transsctions of the manager of =2 Unit Trust Scheme asg
follows:

i) The manager cannot borrow money on behalf of the Scheme
for the purpese of scquiring secarities or other
property of the scheme.

it} The manager cannot trade with the scheme or make 3
profit for itself from transactions in any assets held
under the scheme.

iii) The manager cannot lend money that is subject to the
trust of the Scheme to 3 person to ensble him purchse
units of the scheme.

iv) The mansager cannot engage in any transaclions that are
not in the interest of the Unit holders and of the

scheme .
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vy Additionally, the sasmets of the scheme cunnct be o

charged, morignged or encumbered by the manager.

Section 585 of the DTI document farther ststes the
penaliy for violsting the asbove wmentioned provision to & -
fFine equal to the amonnt of profits from any of the

prohibited transactions ox WN5,000 whichever im the higher.. <

2.6 HEGULATION OF UNIT TRUST SCHEMR

All matters in the CAHD 1980 relisting to the capital
nxriet shall be administered by SEC. 5.541 which provides
that part XVII of the Compznies and Allied Hatters Decree
1990 shall be sduwinistered by the Sezenrities and Exchange
Commission (3EC) established by the SEC Decree 1988. The _
connission wmay, therefore, from tiwme to time with the
approval of the HNMinister of Finance, mnake regulations
generally for the purpose of giving effect to the provisions
of this psart of the Decree and may mohe regulations, inter
alisa: prescribing the forw for returns and cither informstion
reguired ondey the desree, the progedure and criterin for
spproval of nnit tyrust scheme; the formals for the
calenlation of price of mecurities; fees payable and the
informstion Lo be contained in any prospectus or trast deed

filled in respect of compBny securitiss and unit Traste.
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To the best of the resesrheer s hnowledge, | ne
regulations in respect of unit trast have been mads pursusnt
to this power. It must be noted, however, that the approach
taken has been to inclnde in the Deecree, matters which conld
better be deslt with by "delegated legislstion” u5 is in the
cese With oollective investwment scheme under the Financial

Services Act 1886 of the UR,

2.6.1 Progpectus

The prospectus and other documents prepsred by the.
wsnager offering units of uanit trust scheme to the public
heve to be spproved first by the trustes 2nd bthen by the
coﬁnissiou before publication. Furtherwmore, s wmsnader may
incnr civiil lizbilities in reapect of 8 wmislesding
prospecins whichk either conitzing =an nntrae statement of 3
paterial fact or fails to atate 8 material fact and nnits

sre sold or offered for ssle by such wedium.

2.6.2 Heetings

As earlier ststed, the wmsnager iz obliged to call an
annnsl general meeting to congsider the acconnt =nd other
matters affecting the wunit trust. An extrszordinsry generﬁl
meeting of the uanit holders may be convened by the mansger
with the consent of the trustee; or at the regunest of the
trustee; or st the instence of 25% of the unit holders; or

by = court st the request of a member where the courit is
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astisfied +thset it is Just =and equiteble to do s0. The
provision of the Decree in respent of gonersl meetings of

conpanies shell spply with necessary modifications.

2.6.3 Danciivns

Ariy muthorisation granted by the SEC to m unit trast
aschene nasy be revolbed in Lthe event of p» contravention of the
Decres relzting to unit trusts or rule of regulstion made
under 8. 542 (1). ¥here the provisions of 3. 576 (3) are ng
longer complied with or the interest of the unit holders

rested nnder the scheme g require, the sathorissticn
grented may be revoked.

The SEC shsll before such 8 revecation notify the
mansger and trustee Bnd they msy mabhe = wriktan
reapresentation to the cvommission in respeei of the proposed
revocation. It is only sfter considerstion by the commission
of Lthe representation made that it may reach a decision.

The conrrent regime of unit trusts introduced by the
Decree is very simiiar to the old system in the UK under the
Frevention of Fraud (Investments) Act 1858, The definition .
of unit trust in both regulations is quite similar. The UK
pogsition has now change with the ensctment by parlizment of
the Finmncisl Services Act of 1986. As the titls of the
stutute suggests, the spprosch taken in  has been grared
towsrds the estsblishment of a comprehsnsive regulatory

framework Lo govern the provision of finwneial services in



the UK.

The Act aims at regulsting investment business by the
regquirement of suthorisstion for the carrying on of
invesiment business, dealing in investment, mnenaging
investment, msnaging sssets belonging to snother person of
those assels which consist of investment advice etc. This
would include estsblishtment of collective investment scheme,
including scting ss Ltrustee or manager of a unit truost
schemne . & Tcollective investment scheme” means any
srrangements with respect to property of sany description
including money, the purpose or effect of which is to ensble
persons tahking part in the srrangements whether by becoming
owners of the property or any psrt of it or receive profits
or income srising from the scqguisition, holding, mansgement
or dispose of the property or sums paid out of suech profit
or income’ .

This sppesrs to be broasder than the definition of the
unit trust as set out in the Prevention of Frand
(Investments) Act 1958 snd the Cowmpanies and Allied matters
Pecree 1980. Investment compsnies msy come within Lthe scope
of the current UR legislation in line with the broad sweep
of the Financial Services Act referred Lo esrlier.

The public interest is the primary point of focus.
While inordinste legsl regulastion of business sctivity is to
be deplored, the public interest wonld not be properly

served if varisants of the unit trust in whatever shspe or
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form manages Lo svoid regulstion. The Nigerisn finsnecial
environment is becoming wmore complex snd the regoulstory

mechsnisma must be pot in place in order to protect the

integrity of the capitsl marhet.

2.7 BENEFITS OF THE UNIT TRUST SCHEME
The benefits of the Unit Trust scheme csn be seen from:

(1} Attractive products in terms of target yield offered by

the scheme .
(2) Advantsges that accrune to the unit holder and,

(3) Advantsges to the economy 89 a whole.

2.7.1 Attractive Products Offered By The Schemea

Unit Trust offers its Unit holders one or more of the
following prodocts:
(i) Life Assurance Cover

Acecording to Osaze (1981:105%, s unit holder casn elect
for sny of these two types of insursnce covers. The bomms
sssarance cover snd the extrs term assuvrance cover. The
borms sssurance cover is s premium free to the anit holders,
It also entitles them to an sdditionsl one percent of the
veine of units held at desth. The extirs sssursnce cover
entitles wunit holders to =»n asdditional one percent at the
time of desth and » non-commercial premiom of 1. 243% of the

units held payable on this cover.



38
forem wmsnpges to savold regulstion. The Higerism finanecial
environment is becoming wmore complex and the regulstory
mechsnismes wast be put in plzce in  order o protect the

integrity of the capital wmarket.

2.7 RENEFITS OF THE UNIT TRUST SCHEME
The benefits of the Unit Trust scheme can be seen from:
{1y Attractive products in terms of target yield offered by
the schewme.
{2 Advantuages that accrue to the unii holder and,

{3 Advapntages to the economy a5 8 whole .

2.7.1 Abtractive Products Offered By The Scheme

Buit Trast offers its Unit holders one or more of the
following producis: |
{i} Life¢ Assursnce Cover

According to Qunze (1881:105), = unit holder can elect
for say of these two types of insurance covers. The bonue
assurance cover and the extrs term sassvrance povexy. The
bonus szsarsnce cover is » premivm €ree to the vnit holders. o
It alisc entitles them to an additionsl one percent of the
value of units held 2t desth. The extra sssarsnce cover
entitlies unit holders to an additiocnal one percent si the
time of death snd 5 non-comuwercial prewmium of 1.243% of the

onits held payeble on this cover.
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{11} Saving Facility
Sayving 1is foregone consumption. A Unit Trust nccepts
savings of money by the nnit holders. This saving could be
-used to purchmgse additional unit when the tetal savings

veach np to the valoe of 5 onit.

{iii) Share Excheange Facility

This is the situstion where by an existing shareholder
of shsres which are guoted daily on Lhe stooh esxchange can
decide to surrender the holding st 8 prevailing market price

for vwnits in the fund, Attsmxs (1894:84).

(iv} Conversion of Acenmnlated Units inte Income

This 1is the cuse in which a holder of units of either
type can inform the mansgers of the scheme to convert the
whole or part of such units into uanits of another type. This
ig ususily donre by the unit holder officieslly informing the
manager through writing. Thig transaction is obtainsble in
ICNOH Unit Trust gcheas,

}

(v) Re-investasot of Income

As the name implies, unit holderzs have the option of
either:
{5} automatically re-investing their annual income, and

this is secomplished by the issue of new units or,

(b) receiving snnoal cash income without further purchase
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of sny units.
Similarly too, =an inveastor ecan miso decide in whst kind of

nnits to invest depending on his investmenl needsg,

2.7.3 Advaniages {hat Accrue to Unit Holders

Apart from the sttractive productas offered by the
scheme to investors, the investor noe doubt receives some
enormons benefits from the scheme too. These benefits could
either be in the forw of diversifying risks of investwents,
capitsl spprecistion, liguidity of investment, snd expsrt
managerent. As noted by Akswiokhor (1980:8), the unit Lrust
provides the opportunity for swsll investors to participste
in the capital mesrket with minimum funds while enjoying the
benefits of risk diversificetion, professionsl wmansgewent,
ligquidity, cepitel appreciastion and earning through dividend

payuenk. These points are explained below:

(i) Di it i £ 1 .I ¢t Risl

The portfolic of selected Unit Trust inclnde secarities
isaued by different companies which may be ander one or
different sectors of the economy. Hence, s poor performance
of one compsny can be counter-balanced by 8 good performance
ity snother company in the same or different sector of the

BCOTIONY .
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(iiy Capital Apprecialion

According to Ezike (1991:10), in addition to vyearly
income paid to unit holders, the smount of money invested by
the unit holder could go up in value (appreciate) depending
on the company in which the trust fund hss been invested.
For exasmple, shareholders’ funds with the wmanager, doubled
from H24.6 wmillion in 1990 to NH49.9 wmillion in 1991, while
earnings per shsare rose from 73.7k in 18280 to H1.41 in 19381,
Beturns on equity equally improved significantly from 36%
recorded in 1880 to 50.8% in 1891. Furthermore, the mansager
declsred stockh dividend of HBi8 million, translsting to one
bonus share for every share held as against H6 million out
of 1890 profit which gave one bonus share for every tuo

held, Finsncisl post, (1982:20).

(iii) Liguidity of Javesimenl

Units can be redeemed at the instance of the unit
holder within a redemption period specified by Securities
and Exchange Commission (SEC); currently given ss three
working days, Ussze (19891:105)., This simply mesns that unit
trust investment csn essily be converted to cash. In
investment parlance, the unit holder c¢an redeem his unit
certificste over the counter. This is in contrast with
direct share holding, where the investor has Lo lock for &

stock broker to dispose of his shares.



40
(iv) Expert Mapagement of Investmeni
The transactions of Uinit Trust are handled by manngers -
who are expevienced snd expertes in the field. As such,
investorse, both small snd big tend to benefit from their
(naﬁagera'} skills s=mince less rigour angdd inconvenience in

adainistration will bs encountered.

(v} Erotection of an Independent Trustee

Unit holders usually have the protsction of independent
snd reputsbles Trustees viz UBA Trustees Limited for Abacus
Uit Trust Scheme; NICON Trustee Limited for Rims Unit Trust
fund and; Roysl Exchange Assurance (Nigerias) Plc. for the

ICON Unit Tru=t fond.

Z2.7.3 Advanlages to the Economy

The s=avings generated from investors, both swell snd
big, zre channelled Lo econowic sectors considered essentiznl
for growth and development. Unit Trust Schenes have szlso
helped the development of the financisl marhets by boosting
their activities 1leading to =n incresse in demand for
securities in  the long-run which will subseguently push B
their prices. This point has been re-emphssised by the
Finzncial post, (1982:17). It eclearly states that, the
introduction of the Unit Trust has been identified as one of
Lthe mezsares which can be spplied to atiemlaie the Rigerien

markets which in comparison with matured markets elsewhere
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have low level of demand and supply of secarities, poor
liguidity, low trading and market capitslisstion, Low market
tutomation, Professionalism, Financisl Intermedistion snd
Low Harket Avenues.

The paper further reiterstes the fzsct that many of
these NWigerian markets lsch essy, timely snd ap-to-date
informstion flow &s well as having few traded instroments.
The introduction of Unit Trust csan therefore smelionrate some
of these problems while stimulating economic growth and

development of the country.

2.8 PROBLEMS OF UNIT TRUST SCHEME
Even though the Unit Trust scheme offers a lot of

benefits to the opersbtors, investors and the economy as a

whole, it also has some obstascles which hinder its

operations. Some of these obstacles are as follows:

() There is lasck of adequate communication snd informstion
system. MHost of the activities of the scheme are done
in secrecy. With such situstion, the volume of its
sctivities is bound to be low.

{b} Some critics have expressed fears that smsll investors
sre placed too mouch at the mercy of fund managers who
hesve no specific obligstion to declare dividends. It is
further srgued that the scheme is open to abuse,
poreso, in a developing economy such 3s ours, there is

fear that unit holders msay not realise their investment



(c)

(d)

(g}

(f)

(&)
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resms in the hand of frasudoelent fund mansgers.
The level of subscription in Unit Trust is low. This
problem is sttributed to the prevailing economic
situation &and the concentration of the scheme within
Lagos aresn snd few big cities.
There is also lack of awareness of the public about the
existence of the scheme. This is due to poor publicity
snd education of the public about the scheme.
The funds pooled under the scheme sare re-invested into
egquities snd other instruments issued by msjor
comnpanies. Alresdy, companies such =ss UAC, FPZ snd
Higerian Breweries have benefitted from the scheme,
Business Concord, (1993:20). This is 3 setback since
these companies will exert wmuch influence on  the
schene .
Also, inadequacy of experts and professionals in the
field of trusteeship and fund-mansgement in the country
is a great hinderance to the scheme. This 1is because
the success of the scheme is a function of experts,
mansgement capsbility and sincerity of managers.
Taxstion is snother important obstascle which retards
the =activities of the scheme. The taxation of the
scheme, which translstes into donble taxation of unit
holders who are mostly in the low segment o; the
society. They msy consequently withdraw their holding

and render the objectives of the scheme unattainsble.
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CHAPTER  3:
RESEARCH METHODOLOGY
3.1  INTRODUCTION.

The aim of +this resesrch ig to egveluste the oper&tioﬁ
of the pnit Trast Scheme in Wigeris. This will throw light
on  issues thet concern businensmen, operstors, invesiors,
acsdemicisng znd the genersl public shont the Unit Trust
scheme. Due to the benefits that cowld be derived from
proper evaluation of the operations of the scheme, tLthe
resesrch aims =at  improving the scheme’'s =zctivitiss and
cresting swareness in the genersl public. To do  this, the
investigator exsmines the carrent work availsble =about the
selected Unit Trusts 85 well sz had discagsions with
officers in those Unit Trusts.

This chaspter attempis to ontline the procednres thst
will be followsd in caveying ont the study. The sources of
dels for this work are limited to  those which are directly

related Lo it viz: documents, secondary snd primery dstia.

3.2 ABES OF STUDY.

The work, will be limited to the Rigerian Business
eavivonment. This will include the mejor cities in which the
noney and capitsl wmarkeis operste. This is  because most of
the Unit Trustg and their branches are found in  sach svress.

The major arens nre Lagoes, Ibadsn, Rano, Radons,
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whiech the reaesrcher selecis and studies samples chosen from
the popmlation 0 discover the relstive incidence,
distribution and inter-relstisaships of sociclogical and
pavchologicel values. This egrees with the view of Hsilume
{18806:18) who expleained »  ourvey demign as 3 repressnistive
sgmple of smell or large populations whick iz stodied in
arder to determinse the churscter of the whole popnlstion
which may be of interest te the resesrcher. A& asaxsmple design
a9 asen by this etudy, is s study of repregssntstive sswple,
From the sample, 5 generslisstion on the whole popunlstion
conid bhe inferred va 1t will be costly for the investigetor
to study the whole popnlation.
It i neceasary n»t thizs juanciare to comment on Lhe
benefits of remenrch design:
{(n) The design dictsates the boandaries of resssrch
activities to » specific dirvrection.
(b)Y The resesveh design forms the plan that shows how dats
shonld be collected snd snelvued.
{ey It mids the investigstor to form & plan, dresw s shetoh
and have an sim.
{(d 1t further provides 2 blue-print for studving socinil
and scientific guestions.
People can therefore learn » gresat deal sbout the
OpETRLion of Bnit Trust achems in Higeris without

necessarily contecting all Unit Trusts,
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3.4  SAMPLING PROCEDURE

& totel number of fifty (50} investiors will be chosen
from the scheme. The siwple rondom sswpling technigue will
be used =0 as 1o give egual rchances Lo 3ll investors to be
selected. Ten (10} operators (personnel) esch will slso be
selected. The purposive vandom szmpling technigque will be
uoed to select Lthe operators. This tectmique %ill be nsed so
28 to capture the operators whe are direatly involved with

the operationsl sectivities of the schewme.

3.5 DATA COLLECTION

Dats collected foxr the study will be done by the nse of
stractured guestionnsires snd initgrviewing.

Tue sets of the zstructured questionnuires will be
sdninistered. The firet set will be directed to the
investors and will be done by the resemrcher himself for
rightful interpretstion of the questions. The secpnd get of
guesticonaires will be directed to the operators of the
aohene . |

Both the primary znd secondsry dataz will be used in the
study. Primsry dests will he oollected from both the
invesiors snd the operators via the use of strociured
gugntionnaires snd orsl interview., Secondsry dsts will be
sought from journals, magazines and from the records of the

Trustess obtainsble frowm the Scheme.
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3.6 VYARIABLES OH WHICH DATA WERE COLLECTED
To mchieve the various objectives of the study, data
will be collected on the following Mscro varisbles:
(a) Socio - economic variables
(b} Financisl VYasrisbles

{c) Investment Variables.

3.6.1 Secio - Ecopomic Yariables
These shall inclode the following and shsll be
spplicable to both investors snd opersbtors.
(i) Age
(i1} BSex
(1i1) Education

(iv) Family Size.

3.6.2 Financial VYariables

Data collected on financial wvarisbles shall be
spplicable to both investors snd operators.
Financial dats from investors shall be on:
() Bumber of "Units"” Purchased,
(b} Purpose for purchasing the "Units",
(¢) Use to which profit is put into etc.
Finasncial data from operator shall be on:
(8 Interest rste charged on nnils
(b)) HNamber of spplications received by the scheme per annum

for investment .
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(e¢) Hamber of spplicetions spproved. . . _ . ?
(¢ Amount of nnits soid per spplication. {

‘ i
{e} Problems faced in selling Units. i

The investors and the operators shail then be ssked to

identify =sny fimasncisl problems fsced snd how these problems
!

counld be alleviataed.
3.6.3 Ipvestment VYariables

Dats on  investment shall slmo be solicited from both
investors sand operstors. Investment dests from investors
shall be on:

{z) Procedore for registration with the scheme

{3} Proecess involved in sequiring (buving) new unitg
{cx Reasons for investing in the schene

{dy Difficulties involved in buying ‘units’,

Investment duin from operstors shall be on:
(i} HMansgement structure of the schewns. i
{iix The responsibilities of each uwnit of the manugement
cedre,
(111} Proecesses in selling “uanits .
Livy Adverkisement |
{v Volnme of “unites’ sold per annum.
(viy Hatnre of supervision.

(vii) Taxstion of the zcheme zic.
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The investors and operstors shall then be ssked to
ideatify Lhe investmwent problewms they fsce und how they

think these problems could be mitigsted.

3.7 AMALYTICAL TOOLS.
These sre tools which will be wpsed Lo snalyse and
describe the dats snd informstion collected. These will

include descriptive statistics and analytical techniques.

3.7.1 Descriptive Stalistics

This shall include, mean, percentsges and frequency
distribuotion.
These tools shall be used to group respondents accordingly
with =5 view towsrds schieving objective one snd pach of

obijeclives two and three (see 1.4 on page 7).

3.7.2 Aonalylical Techniques.

The chi - sguare Test (X2) digtribution will be used as
the snnlytical technigque for this study. The chi - sgosre
digstribution denoled by the Greek letier X2 will be uvsed in
Lesting Lhe formulasted hypoltheses. As put forward by Hseperx
(1971:53, 42 distribution is 8 stutisticml distribution
that can be uged Lo test if sn observed series of values
differs signilicantly from what was expected: hence the

formmlse bLelow:
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(2) X2 =3 (fo - fe)?
fe

where fo = gbeerved frequency
fe - expected oy theoreticul frequsency.

Snwkstion notstion

&
Sazll vslues of ochi ~ sgumre indicste sgrecment between the

two set of frequencies and vice verss.

wheye: r = number of rous

¢ = nunber of colamns

-
3]

momber of respondents.
e column summelion.
nr= row suRmubion.
{c) Degree of freedor (DF)
Bf = (¢ — 1} (zr - 1}
The degree of freedom refers to the nusber of scores
thet are free to very. In the table of cstegorvies fFor » chi-
sgquares test, the Df is the nomber of cells in which the

frequencies s=re fyree Lo wvayy once the row Lotale and Lhe

colomns totals are hnown.

(d) Levels of sigpificance (a):
These are sel standards which the reasarchey choge for
convenience o reject or retsin the anll  hypothesis (Ho).

The level of zignificsnce for this work 15 a .05 or &5 %,



50

(e) Decision Raule:

1t is the rule Lthat will be observed before arriving al
g decision. The rule states thet the null hypothesis is to
be acceplted 1f calculated wvalue of X2 is less than
convenlicnsl tsble wvalue of XZ2: otherwise, sccept the null
hypothesis. Caloculated X2 value is the value worked out from
Lthe raw data while table value of (X2} is s value obtained

from a conventionsal chi-squsre tsble.

3.8 CONCLUSION

Inn Lthis chuapter, an atitempt has been made to bring out
lescly Lhe research design, zres of stoady z2nd  sawmpling
procedure., The methods sud variables on which dats wouwld be
collected were also advesaced, Also, the lastruoments and
analylical tools of condncling Lie research WL &
highlighted., Finally, the way 1in which dats would be
preagsented and interpreled was shown,

In the next chapler, Lhe regesrcher will use all the
instroments snd sanslyticzl tools advanced here Lo present

and snalyse Lthe dals respeclively.
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CHAPTER 4
DATA PRESENTATION. AMALYSIS & IWTERPRETATION
4.1  IBTRODUCTION
This chapter desls with the presentation, analysis
snd  interpretation of the dete. The atudy inkends Lo
ascertsin the ilmpact of +the Unit Trust schewe " in the
Higerinn Economy. Iun nrder to sccomplish this, two
hypotheges were formulated which formed the bazis ;of the
stﬁdy‘ B '
The zanalysis znd interpretetion sre based on the socio-
gconomnic snd investment varisbles of the ogeratﬁrs and
investors, Guestionneires were thus desigoed and datn
collected from the operstors and iovesters. The tools used
for the snalysis of the dats sre percentages and chi-square
(%%, _
s nlready stated on p. 50, decisions of the findings
ayre baoed on the Decision Hule which states that Lhe
Alternzstive hypothesis is ton be rejected if computed X2
valoe is less thsn the tabular value. Otherwise, socept the

Altornstive hypoithesis.

4.2 S0CIO-BCONOMIC CEBARACTERISTICS OF INRYESTORS
The soclio-egonomic charscieristieos of investors are
linked in one way or the other to the operstionsal sctivities

of ithe scheme snd infinence the latler. The sceico-esgonoemic
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vearisbles of the relevahce of the 50 investors were: Age,
Educational Level and Family Size, as earlier stated.
4.2.1 Age Group Distribution of investors

The table 4.1a below shows that 708 of the investors
interviewed were of the znge group 25 - 34 vesys. While 26%
were of the age group 35 - 44 yesrs mad 4% subove the nge of
45 yesre. Hone wag below the age of 25 vesrs. This shows

that most of the investors are dynamic and enterprising.

Tabie 4.1a: Age Group Distrilmbiopn of Invesliors
Age group Yesrs Bumbeyr of Beletive
Investors Frequency (&}
s - 24 3 3
25 - 34 35 70
35 - 44 13 26
2 495 2 4
Totsl so wo

Sonree: Field Survey, see Appendizx I question 3.

Hote: The investor must be of 18 vears of age {(see o 850),

4.2.2 98X
it wag fTound out from the study thst 8328 of the
respondents were nales while 8% were females.

Teble 4.1b below 1illustrates this,
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3ex Humber of RBelstive
Investors Freguency (X%
Kole 46 gz
Femznle 4 3
Total sa w0

Zource: Field Survey, see Appendix I gusstion 1.
4. 2.3 Eduggiional Level

It is necesssry ito analyse the educationsl level af
investors beecauge it helps to infiuence the understanding of
the operationsl sctivities of the schewme znd the adveantages
that wmsy srigse from investing in  the schewe. Tazble 4. ic

below shows the sdocationnl level mnd type.

Table 4.3¢c: Educstiounl Level znd Type

Level of School Humber of Relstive
_Education iovestors Freguency (&3
Primary Scheol Bduestion 0 i}
Zecondary Education 20 H. 40
Diploms Educstion 10 20
Degrer Educstion 20 40
Totsl 50 100

Source: Field Survey, ses Appendix I guestion 3.

Table 4.1 sbove shows that =2ll investors buad sbttsined
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st least secondary gchool edocstion snd so conld be well

informed on the mctivities of the scheowe.

4.3 INVESTMENT AND FINANCIAL VARIABLES OF INVESTORS
4.3.1 SCHEME PATRONAGE

Acrmording to the situdy, iwo main schemes are patronised
by investors. These sre the Rims Unit Trust schewe and the
ICO¥ Unit Trust scheme. Table 4.2s shows that 70% of the
investors interviewed petronised Bims' s Unit Trast schexe
ﬁhile 30% patronmised ICON s Unit Trust scheme. The dispurity
in the patyonsge was based on the fzct that the former was
aore prowpi  and consistent in the payment of its dividends.
Ard the investors in thig scheme were zlsc alwsys informed

on the mctivities of the scheme.

Table 4.22: 3cheme Palronage

i mn Lp e e mm A A T e e e T WE M M e e RN e e A imm ey Feu e e b M e e e R e S

Scheme Bumber of Relptive
Investors Freausncy (X3
Ivon 15 30
Rims 35 70
Total s w00

Soures: Field Survey, see Appsndix I question 5.

4.3.2 Regulvrity of Purchage of Units
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For =ll the 50 investors interviewsed, 882 purchased
nnits from the scheme regulsrly while 12% were'not regulay .
Qn  the darstion of puarchsse, all respondents reported to
have been purchasing wunits annnally. And the anits were
purchesed from both the Bims stoch brokers snd  the ICOH
stock brokers. Additionzlly, units were always available.foi
porchase. Hencee for purpose of re-investment and  yesrly

dividends, the nomber of vnity bought incresased annually.

4.3.3 Level of Satisfasctjon ¥ith Dividend

On whether investors were sstisfied with dividend
reoeived from Lhe schewe, 80% of the ryespondentis snowered
‘yves’ while 10% answered “no’ . Besides the normal dividends
received, the respondents slso reported receiving other

incentives from the schewmse.

Table 4. 2b: Level of Oatisfaction ¥ith Dividend

Options Bunber of Belative
iovestors Yreaunency {23
¥Yes 45 g
Bo . 5 10
Totsr ss w00

Source: Field Survey, see Appendix I question 18.

"

4626RA
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The 10% thsat answered "Hoo slso complained of
irregalseity in the payment of their dividends., It was
equally found ount thzat the 10% of investors were those who
did not hsve other substantive business they invested in.
Additionally, this group of investors slsc had s large
family. This meant that the dividend tLthey received from tLhe
scheme conld not sustsin their family. This is in sharp
contrast to the 90X of respondents who were satisfied with
the dividends they received, they had susll femily size and

invested in other businesses.

4.3.4 Profitasbility Level of the Scheme to Other Businesses
On the profitability level of the scheme compared to
other businesses, 90% of the respondents ssid it was fair

while 8% ssid it was good and 2% neutral.

Table 4. Zc¢: Profitability Level of Lhe

Scheme Lo Other Businesses
Alternstive Number of Relative
luvestors Frequepnsy (%)

Good 4 8

Fasir 45 gad

Same 1 2

Poor o 0
fotsl 80 1 we

Source: Field Survey, see Appendix I question 21.
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4.3.5 QDuration of Palrounage
On Lthe length of the period of being a client to the
sicheme, 78% reported patronising the scheme for 2 - 3 years
while 20% for 1 - 2 years, and 4% for 3 - 4 years. Table
4.2d shows this representation.

Table 4. 2d: Duration of Patlronage

Yfears Number of Relative
luvestors =~ Frequency (%)
1 0 o
1 - Z 10 20
2 -3 38 76
3 -4 2 4
4 0 0
Total s0 wo

Source: Field Survey, see Appendix 1 question 17.

4.4 PROBLEMS FACED BY INVESTORS WITH THE SCHEME
Investors complained of a lot of problems they face
with the scheme. These problems ranged from finsncial

reports snd dividend wasrrasnls.

4.4.1 Problems Faced by Investors in Buying Unils

As it is enunciated in the responses on  tLthe
gquestionnaire, s presented in Tesble 4.3 below, the probless
faced by investors in buying units asre outlined below in

order of decressing importsnce.
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Table 4.3: PEroblems faced by Investors ip buying Uniis

{8y Luck of adegquate information 40 . a0
{b)Y Low dispoassble incons 45 : o1}

{e¢)y High zdwinisirstive charges
snrd stamp duties 48 a5

v e T v W e e TER min . TN e M Ak A MR WA MR S MM e e fk e VRS A e MM e LT R T AN T TET R e M T TR M e TER TR W WA e TEE R TR Gk v AR kN Ak

Source: Field sarvey -~ see Appendix 1 question 1.

The wbove are further explained below:

(rr Leck of sdequate informsation: Iavestors oonplained that
the tLtyps of &dvertisement parried out w&é too
sophisticsted thew to be inforwmed of the activities of
the schewms. This 15 s50 since adveris sre through TV,
Redios and WBewspspers, they conld neither sfford the
money to buoy them nor the oppurtunity to have sccess Lo
thew,

(b Low disposable incowme: Investors complained of  low
income and e85 such conld not sfford Lo mehke regulare
rurchese of units,

(c?} Investors &also complained of high sdwinistrative
cherges snd glesmp duolies. This lesds Lo discoursge many
potential investors boih those slreasdy in the business

end those intending Lo purchsse orits,
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4.4.2 Qther Problems Faced by Investors

The respondents reporied Lhai spart from the above
problems involved ia  buying unihs{ other problems (gee
Appendir 1 guesiion 23% they sncountered wiih the schewe in
order of decreasing importance inclnde:
- high withholding tax on thes Ly the schems;
- low level of dividead znd;

- ipadeguate publicity snd pasilronsge of Lhe scheme.

4.5 lBYESEHEﬂT_ﬁHQAEIHAHQIﬁL“DﬁI&_QEMﬁEER&TQBR
4.5.1 Conditious of Sule of Units

The operstors were aguestioned on whether nnits wers
being sold to wull thoss who spply. The genersl response was

yes., Teble 4. 4% below 1llustreted this.

Table 4 _.4n: Do Operators Sell Units to A1l Those Rho Apply?

M A R N AR v e WY RE W e e e e W WA e e o T e e A b e TR Al A e e A A A e MR bk e W T R e TR PR et e e e

Alternatbive Number of Relative
. Investors Freguency {37
Yes in 100
No g 0
Totsl 1w 18

Souree:r Field Survey, see Appendix I gueshion 8.

hecording to Teble 4.4n  above, 1ID0F of the 1lnvestors
were nffered the nanits they spplied. The units were s5o0ld on

the busis thet the following conditions were being met:



{F3))
{#} Signsture of the investor mast be regulsr.
(b} The investor =must be xtisast 18 vears of age.
(¢} Snbseription paid in full snd;

{d} The genersl compliance with the stipulated guidelines.

4.5.2 lnvesiment of Pooled Funds
D whether the scheme invested the pooled funds of
investors in the sscurities of compsnies, wmoney snd cspital

’

uarket instroments, the genersl response was “yes

4.5.3 Yolume of Ynits Sold Per Yeur
The Tindings of the resemrch showed that 80% of the
cperstors sold betueen one snd two million units. Teble 4 .4b

below shows this.

Table 4.4b: ¥Yolume of Unils Sold per Year

Volume of Humber of Relative
eibs Sold Investors Fyeunenoy (33
Below 1 @illion G 3]
1 - 2 millioa 8 80
Above 2 wmiliion 1 i0
fotal w o w00

Source: Field Survey, sece Appendix 11 question 8.
The operantors sitiributed Lthe sales of this lasrge volume
of units sold per vyesr Lo the intensive advertisement

campridn corried ont by the scheme. The sdverdisement they
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carried was mostly over radio, television and newspapers.

4.5.4 Effects of Taxation on the Scheme

On the effects of taxing the profit of the scheme, as
revealed by the responses to gquestion 18 ( see Table 4.4 ¢),
Lthe operators ssid the tax wss high and consequently, acted
to the detriment of the scheme. Some of the effects of
taxing the scheme's profit as reported by the operstors
incloded: discoursgement of potential investors and savings,;

reduction in the level of psrticipstion and double taxation.

Table 4.4c¢: Effecl of Taxation on the Scheme

Respondents Percentagasz

ga} Reduces tLhe level of

parhicipation 10 100
(b)) Discoursges polentisl
investors/savings 8 80
(e} Double taxstion g 80
(d) Generates revenue for the State 10 1040
Source: Field survey - see Appendix 1I question 18.

The Unit holders pay indirect tsxes through tax on
capital gain on Lhe Scheme and also pay income tax on the
racome tLhey received from Lthe OScheme. Heaee Lhe double
taxation of Lhe investors.

Besides the negative effects of taxing the schewme, such

tax helps Lhe government to generste revenus for the State.
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On taxstion, the operstors reported thst of compsny tax

strncture snd withholding tasx strocture (gee p 5190

4.5.5 Change in Interegt Rate on Units

O whether interest retes on apits have  incressed or
decreasgsed over the past yesrs, the ienersl trend as seen
from the responses to guestion 19 Appendix 1T hsd heen
towards the former. The operstors slan reported Lhat
althongh the generul Lrend had been on Lthe incresse, the
rise wor f»ll in interest rate largely depends on Lhe

peevniling economic and political conditions.

4.5 6 Problems Jloveolved in Selling Unils
O the problews involved in selling wnits ss reflected
in Tabhle 4. 34, the operstors outlined the following as

paramoanst

Table 4 44- Problems Inveolved in Selling Units

Respondents Percentasges¥

(ny Low level of Wigerisn capital
marhel 49 a0

(hy Poonr communics)ion aysten 10 100

(Y Operstionsnl problems especially
friom the repulstory bodies ] 30

Sonrees: Field survey - see Appendix 11 guestion 12
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(n) Low level of Nigerian capital market .
Low level of Nigerisn capitsl]l marhet and
its consequent instability to fully ntilise the henefits
thet scerue from the scheme snd also its inept inability
to solve Lthe problems of the scheme snd to make profonnd
solutions,
(b)) Lack ofF awnreness by investing pnblic
Lack of swusreness by investing public
due to s lesrge extent, of the costly
commnication network.
(e} The incapacitation of repalslory bodies
The incapscitstion of regulstory hodies to tsckles
wffectively the operstional problems of the scheme
4 6 HAJOR PROBLEHS CONFRONTING THE SCHEME
Some of the msior problems confronting the
operationsl setivities of the schemes sas reported by the
operstors in responses to question 23 ss ahown in Tshle 4 &
are 88 follows:

Table 4.5 Major Problems Confronting the Scheme

Respondents Percentages?

1ms Too moch documentatl 1on snd

buresncrscy i1 $03G
e Lack of coptinsity on the

part of bhigh level gtsflf 7 70
tirr Poor postal services 10 10
(edy Ligunidily probiems 16 1060

Soroe: Field survey - see Appendix [ question 235,
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(n) Too Hoch Documentation and Bureaucracy
This is one of the problems confronting the workshility
of the soheme . Docnments have to pass  through msny
buresncratic stages before spproval. As s resnlt, the delsy

due to such bureascracy, retards the scheme’ s sctivities

(b)Y Lack of CoonlLinuity on the Part of High Level (Well

Trained)} Staff

¥ell gounalified staff in the field of fund menasgers sre
not  essy to  come across. When such staff members leave,
their replscement i diffienlt. As snuch, there will he =
breskdown in the operstional process.
(c) Poor Postal Service

Due to the poor nature of the Nigerisn postsl syatem,
maila do not resch their destination in time. This delasy had
n oacrions iwmpsct on the scheme's activities.
(4} High Administrative Costs

Ass = result of the inflationsry situstion in  the
conntyy, the sdministrestive snd running costs have incressed
tremendonsly . Such B8 situstion hes led to the contrection in
the level of sctivities of some Unil Trusts, while cothers
had Lo leave the svatem due to their dnsbility to pay theirp
way
(e) Liguidity Problems

The lignidity problem pricking the economy, hss sot

left ont the Unit Trast Scheme. This is 2 major obstacls to
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the sacheme' s progreas sas the anit holdings sre supposed 1o
he redesmed when needed. TIf a unit  heolder demsnds the
redenplion of his holdings and it is not wmet, this @ill

resnlt in loss of confidence in the scheme .

4.7 TEST OF HYPOTHESES

The hypotheses which were esrlier stated in chaspter 1
wonrld be tested nsing the chi-squsre X2V test These
hyvpotheses snare tested to sssist in giving sn effective
analvais waing fiseld avrvey interviews throngh the ase of
atatisticsl toola. This wonld =aid  in examining the
distyibution of the respondents snd their e#ffects on the
taotsl response of  hoth the operstars  snd investors in the
operation of the Uanit Trust Scheme s sn idle fund

mobilisiong channel

4.7 1 Test of Hypothesis 1
Hypothesis 1 (Hi1)
The Unit Trust scheme has s positive impsct on
unit holders’ income per unit holdings.
Alternntive Hypothesis 1 (Hio)
The Unit Trost scheme does not hsve n positive impact

on nnit holders’ income per unit holdings.

Responses to  the gunestions 14, 15, 168, 19 and 22 from

the questionnsire (see Appendix I} sdministered to investorsg
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provide information for the test of Lhis hypoLhesis. These
gquestions are restated below,
Gl4 Do the operstors of Unit Trust esy  vour dividengd
regulariy? Yes. ... .. Ho.........
215 Ty the profit youn received from the Units enough to
sustein vyoun snd vovr family? Yes. . . ... Bo.........
Q;ﬁ Are you satisfied with the dividend yon have recelved
s Fay per Unit? Yes . .. ... Ho . ... .. ..
@18 Apart from the dividend, do vyou det any other
incentives from the schewne? Yen. .. ... Ho. .. ... ...
QZZ2 Do von get regulisr reports s regsrds the activities of
the schesme in which vyon heve invemgted? Yes. .. .. Bo......
These quesations were chossn  for the Lest of Hypothesis
! becsnase they were relevent te it. For the nrpose nof

teasting the Hypothesis, the chi-square (X2 is cowmpnted sy

shown bhelow:

Table 5.1n Observed Freooencies {Fo) I

égéstian Howmher Revponses Total
Yea Ho
14 ' 45 4 560
15 46 2 43
18 33 11 50
18 46 5 45
22 _ 38 4 - 42 -
Toval “ 209 26 235

Source: Field Snrvey, see Appendix 1.

67
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This ig dope using the following formulase:

¥here Fe =

sxpecied Freqnenciss

ne = summation of coluan
nr = sawmmation of row,
B =

grand totml

Table 5.1b: Expected Freapepcies (Fe) I

@nestion Nomberes Expected  Bespondentis Totsl
Yeu B
14 209 x 53 = 44.5 26 x 589 = 5.5 5%
235 235
i5 208 x 48 = 42 .7 268 x 45 = 5.0 48
235 235
18 208 x S50 - 44.5 2 50 = 5.5 a0
235 235
19 209 x 45 = 40.0 28 x4 45 = 5.9 4%
235 235
22 208 x 42 = 37.4 26 x 42 - 4.8 42
235 235
Total 209 26 235

Source: Field

Survey, see Appendix I & table 5. 1a.
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Table 5. 3c¢: Contipngency Table 1

3/Ha Fe Fe Foo -~ Fe (Fo - Fe)2 CFo—Fa 22
Fe

4 48 445 s 2.25 0.05056
Z 4 5.5 - 1.5 v 0 4 .40809

3 46 42.7 3.5 12.25 0. 286389

4 2 5.3 - 3.5 12.25 2.31132

fH 39 44 .5 - 5.5 30,25 1.879783

6 11 5,5 5.5 30.25 5. 50000

7 40 400 0 0.0 00 .00 0. 00000

@ 5 5.00 0.0 40 .4aa G 000006

9 38 37 .40 0.6 3.36 0.00963

10 4 4 B0 = (), 8 1. 36 007826
T romAL - X2 - 9.32863

Sovrce: Tables 5. 13 and 5. 1b.

Calculaled value of X2

The calenlasted velue of X2 is srrived st as shown in

table 5.2¢ 1.# X2 = B (fo - fe}z = 9 2786
fe

The Conventional Table Value of X2
The sbove is obtsined ss shown below:

Degres of freedom (Af) = (¢ - 13 (r - 1%

Level of gsignificance {(a ) = 0.05 or 5%
Thus at 4 df sand a .05, the conventionsl tsble vealue of

can be sascertsined (see Appendix V), i.e X2 - 9,488
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From the sbove computstion, the cslceulsted X2 value is
9 326 which is less than the X2 conventional tshle value of
9 488 st 0.05 level of significsnce with a8 corresponding
degree of freedom (df) of 4. Since the compouted X2 is less
than the expected conventionzl tsble vsloe of X2, the
Decigion Bonle (see Chespter 3 pege 50% is Lo  reject the

Alternative Hypothesis 1 (H10) snd sceept Hypothesis 1 (Hi ).

The Result of Test of Hypothesis 1.
Accept Hypothesis 1 (Hi) i e the Unit *Trast schene® has s

pogitive impsbt on unit holders’ income per unit holdings.

Reiect Alterpnative Hypothesis 1 (Hiey ie the Hoit Trast
Seheme does not have 3 positive impact on anit heolders’
income per soil holdings,

In atherwvords, it cen  be conclusively ststed thet HUnit
Trust Scheme hss 5 positive impact on unit holdesrs’™ iocome
per unit holdings (ss judged from the two valuves of X2

This decision is subatsntisted by the fsct the! thers
are meny  tyvpes of motusl  funds which offer different
incentives to nnit  holders. Further, the nnit holders
Lhrongh the services rendered to them by the scheme, gsin o
wide portfolic of investment, risk diversification, scoess
to expert mesnsgement of  fonds snd capitsl]l  spprecistion in
sddition to vesrly ipncome if the compsny performs well

Also, Wnit holders ecsn essily convert to  cash their
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unit  woldings when the peed srises unlike divrect share-
holdings in compsnies where the stock holders have to  look
for s stack broker to dispose of the shares through the
stock exchenge .
Farthermore, the independent trastees in the Upit Trust
Scheme guasrsntees the securities of the investors since Lhey

mopitor the sctivities of the scheme .

4.7 .2 Tesl of Hypothesis 2

Hypothesis 2 (Ha)
The Unit Trust scheme ig 2n idesl channel of
attracting snd mobilising idle funds and
channelling such funds into the market through
vishle investment ontlets.

Alternntive Hypothesis 2 (Hzo)
The Unit Trust scheme is not sn ides] channel of
attracting snd mobilising idle funds snd
channelling such fonds into the msrket through

vishle investment outlets.

Responses Lo four questions 1. e 7, 14, 15, snd 16 from
the questionnsire sdministered to operstors (see Appendix
11 are naed for testing this hypothesis. They sare listed
helow:

Q7 Does vonr  scheme invest the pooled Fands of investors

in the secorities of compsnies, money =snpd capital
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muyrket insteaments? Yes. . ... .. B = . axasn s
14 1s the mobilisstion of ssvings by Unit Treast Schéna
likely to bring or sffect the economic development of
Higerin? Yes. .. .. .. Nooo ... ..
Q15 Do you think the existence of vonr organisstion has
enhanced (contribnted tod the ssvings of costomers sand
Higerinsns in genersl? Yes. .. . . B . coai s
Q16 Are there uny srrangements for the re-investment of
dividend by Hnit holdere for wmore Hnits? Yes

Ro.....:
These aqueastions sre chosen for use in testing
Hypothesis 17 becsuse of their relevsnce. This is done by

computing the vslne of X2 ss shown below.

Table 5. 2n Qbserved Frequencies (Fo) 11

Buestion Number Bea;-m:s_ N  Totsl
b ([ . S—

7 &) 2 10

14 6 2 a8

15 7 3 10

16 B 0 8
Totst 28 7 36

Sovrce: Field Survey, see Appendix 11
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Table 5.2b: Expected Frequencies (Fe) 11
Quééi&gﬁ Ru;ﬁgfg__éiéﬁﬁzga-"ﬁééiéhd;nLa Tola}t
S . o Yes  Ro R
7 29 x 10 = 8.08 _7 x 10 = 1.84 10
36 26
14 28 x 8 =6.44 7 x 8 = 1.56 ]
36 36
15 29 x 10 = B.0O8 7 x 10 = 1.94 10
36 a6
16 29 x 8 = 6._44 7 x 68 = 1.586 A
36 a8
Totnl 29 7 36

Sonrce: Field Survey, see Appendix 1T & tsble 5. 2s.

Table 5 2¢: Contindency Table 11

S/l . Fo Fe Fo - Fe (Fo - Fa)2 <L¥o - Fe)2
Fe

1 8 806 -006 00038  0.00045
2 ° 1.94 .08 .0036 3.00019

3 8 6.44 - 0.44 0.1836 0.033006

4 s 1.56 .44 0.19386 0.12410

5 7 8.08 - 1.06 1.1236 0.13941

B 3 1.94 1.086 1.1238 0.57918

7 8 6.44 1.58 2.4338 0.37789

a8 0 1.56 - 1.586 2.43386 1.58000
T roran =%z = 2 81128

Sonrce: Tesble 5 28 and 5.2b.
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Calculated value of X% s c
The oalculsted vealue of %2 i=m mrrived at s shown in

table §.2¢ i.e ¥2 = E (fo - £e32 = 2.811
fe

The Conventionzl Table Value of X2 : . ' :' 
The zbove in obtsined »s ghown below:

Degree of freedom (df) = (e - 13¢r ~ 1) : BN

= {4 - 132 - 1» = 3
Level of sigpnificsnes (a }» = 0,05 or 5X.

Thus st 3 df snd .05, +the conventional tuble wvalue of X2

can be sscertasined (gee Appendix IV},

i.e X2 = 7 815,
The above compouted X2 valne is 2.811 which is less than

the conventionsl teble wvelue of 7.815 8t o .05 level of

gsignificance with 8 corresponding degree of freedowm (df) of

3. Bazsed on the Decision Bale stated eariier (see p 50}, the

Alternative Hypotrthesis 2 (Hze) 49 tn be rejected while

Hypeothesis 2 (Ha) is to be sccepted.

The Besuli of Test of Bvpothesis 2.

Accept Hypothegig 2 (H=2) i.e the finit

Truat Zcheme is a8n

ideal chennel of sttyseting end wmebilising idle fords and

channeling =nch funds’' inte the marhet throngh visble

investrnent ontlets,

Redject Alternative Hypolheais & (Hzo> 1.6 Lbhe Unit Trust

Scheme ig nnt sn ideal channel of atirscting snd wobilising

idie funds and channeling such Tunds’ inte iLthe marhket

through visble investment outlets,
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It can therefore be concluded from the findings that
the Hnit Trost scheme is sn idesl chsnnel of sttrsctiong sod
mobilising idle funds snd subsequently chsnnelling such
funds into the murketl through visble investment outlets
This is farther complemented hy the facet tLhst it
caconrages savings of individuals snd Lhe economy st large.
It nalse provides snother chasnnel for continoed tLrading in
the money and capitsl masrket instraments snd secnrities of

CORPSnLeg .

1 8 CONCLUSION

In this chepter, meking nse of the methods described in
Chepter 3, the resesrcher hss  been sbhle to  analyse the
operational  sctivities of Upit Trost Scheme in Higeris.
From the findings, benefits snd problems sssocisted with Lhe
gi-heme ' s sctivities were identified. Alsa, it was shown thst
Lhe scheme had s positive impact on unit holders”™ income per
unit holdings. Forther, 1t sebts as sp 1des) channel lor
attracting snd mobilising idle funds snd  channeling aach
funds into the masrket throongh vishle investmenls ounllets
Horeso, it encounrsges savings of individusls snd the sconomy
g a whole,

The resnlits of the sipndy Fforther anderscores Lhe
importesnce of the scheme 85 5 means of boosting capitsl
format ion snd  sceopmulstion within the context of the

Financial markets.
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CHAPTER %
SUMMARY. CONCLUSION AND RECOMMENMDATIONS

5 1 SUMMARY

The ponrpose of this stody wess to evaloste the Unit
Trust scheme in Higerias . The study sttempted to find ont the
impact of Unit Trost scheme in the fipnancis) system snd the
Higerisn Economy. This was done with particonlsr reference Lo
selected UHpit Trosts bhssed on the socio-economic varishles
and inveatment varishles of investors snd operstors

As = guide to  the stody, some resesrch questions apd
hypotheses were formmisted and tested. From tLhe datls
compnted snd spnalvsed, Lhe Tollowing Findings were obtsined

18 wss found ont  thet the invesfors were dynamic and
cplerprisiayg snd heve had 2t lesst secondsry edocation. This
shows  that  mest  of  them conld  sppreciste the scheme’'s
asctivities, The patronsge of Lhe acheme wss good  snd the
regnlarity in the pourchase of nnits slao commendable

It wosa slac Found oot thet  the scheme has o positive
impact on the investors and Lthey were sstisfied wilh tLhe
aocheme s sBetivities s their dividends over the vesrs hed
been  on the dncresse . They =alao receive other incentives
from 1t

Some conditions were necessary bhefore sale of units as
reported by the operstors,.  These rconditions include:

signature of clients: foll psid sabseription snd complisnce
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with the stipnlsted guidelines. Alse revesled in the study

waz the fact thsl, the penled fonds of investors wers

invested in the finsanecizl wmerhketr inatruaments. From the
viewpoinyt of operators, the volome of ssie nf units hes besn
good dae to wide punblicity.

The test of the formalated hypothseses revesnled the
following:

i} that the lUnit Trust saschewme has a pozitive ilapsct on
nrnit honilders ™ income pery unil holdings. This was tested
psing Hypothests 1. This is supported by the feet thet
the dividend of pnit holdings hed incresged over Lhe
vears.

11 that Unit Trust  scheme is mn  ideal channel for
pobiliging and sttrasciting idle funds into the financisl
gystem theough visble investment ontlets. This was
teasted naing Hypothesis 2. This csn be gquslified by the

fact thet 1t 1= mesnt Tor a1l classes of investors.

5.2 LIBITATIONS OF THE STUDY
Anything invelving luman behzviour has limitetions. The
limitations of this study should he didentified in relstioxn
to ite fFindinges. The following are the obvione limitstions
of the work.
{a) The researcher had » serions problem of lsyving hsnds on
reteated study slready conduocted in this eares. A a

relotively new  form of  invesimen:t opilon in WNigeria,
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very little is known and written sbout Lhe scheme. As a
result,  wvery little resesarch work currently exists on
it fesesveh works on the scheme in NHigeris have all
been in the form of wurticles which fall short  of
detsiled informstion.
Cost spd Lime had = grest influence on the study since
nn  adequate mesns  were availshle and time onder
rongiderstion was short .

Some of the respondents did not resct to 8ll quegtions
raised snd this crested 5 vacoom. Thus, sn element of
bias or self-selection (i.e the respondents in  some
coases selected the guestions they wanted to snswer) was
slan 5 limitation of the stody.

In n few eunses, the mansger of the schemes directed the
regesrcher to specific operators of the schemes for
sonrcing of informstion. This wes not an  ideal
gituastion. Bant the reseasrcher had to  sccept the
data/informstion so made availsble snd develop it for
the puarpoase of the stady.

Finally, the sress of stody sre for swsy from the
resesrcher s place of study (Zaria). This coupled with
the time snd cost  considerstiona conld not make it
possible  for the resesrcher to make » more deftsiled
study . However, For bthe purpose snd level of the stoady,
it ig the resesyrcher’'s opinion that the sress covered

hsve heen safficient enongh to drew valid conclusions.
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5.3 CONCLUSION

As explained earlier, the objective of this work was Lo
evalnste the sctivities of Unit Trust acheme in Nigeria.
From the findings, the following conclusions sre deawn .

The scheme wss designed to gerve 81l classes of
inveators. TV constitontes an  essentisl  fresme-work for
promoting savings snd capitsl spprecistion vis-s-vis esrning
Lhe onit holders some income. Thus, the scheme will no doabt
sct a5 s chennel of mobilising idle funds which will
contbribnte towsrds the formstion of capitsl in the Finsncisl
markets Thia will foster the development of the marbhet vis-
s 7is the Finsncinl system.

The success of the scheme depends on Lthe matnrity,
competence, dedication snd  honesty of the operstors,. As
guch, hefore veontunring intoe this investment option, they
ghonld be well trained snd informed ss regsyrds 1ts operstion
since the Fste of the scheme depends on them. Also, before
undertsking this investment, 5 cost-benefit snslysis shonld
bie made so 8g to decide whether it is worth-while.

The sctivities of the scheme sre limited only to = fFew
big cities (gee p . 41%. If the ohiectives of the scheme sare
to be fully met, the sctivities shonld be extended to other
srens easpecinlily the rmrsl sreas where we have »n  lsrge
gegment of low income esrners. This will help to incrense
its sphere of inflnence, snd hence the scheme's capitsl

bage
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¥hile = number of benefite may sccorne from this form of
investment , the dissdvantages (see p 40% nre obvions: It is
worthwhile to note that the investors’ investment in the
scheme is foregone consumption (aavings). As such,
precsntion  should hbe taken in mansgding the scheme s
scLivities This will go » long way towsrds enhsncing
efficiency snd hence produoctivity snd profitshility. The
gcheme g 8 welcoms initistive in the conntry’'s economy. IF
well mansged, it will contribunte its guots to  the finsncisld
markets snd the development of the Financisl system snd the

netion in genersl.

5 4 RECOMMENDATIONS
(is the basis of the findings of this study, the

resesrvcher  finds it necesssyry Lo ateate the following

yecommendat ions:

1) In 5 bid to estsblish snd maintein a8 strong fFinancisl
marhet, there ia 58 need for the existence of many
businesses requiring capital  sveilshility of investors.
to provide capital snd the formmlstion of -lsuws designed
to protect  investors sgsinst- frandolent practices and
even maintsin investors’ and issuers’ confidence (see
p.64%.

The portfolio of investment shonld be steadily

N
-

refocnged to tshe sdvsntesge of opportunities srising

from holdings and trading of equoities sand other
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profitasble innovative instruments thst masy srise so as
to ensure thet vnit holders have » goond return on their
investments (aee p.55),
The operstors (Hesasgers snd Trustees) of the Unit Trust
scheme shonld  jointly design mesns of sdvertisement
that will boost pablicity snd the level of swusreness of
the pmblic sbout the sacheme’'s schtivities, By so doing,
it will enlighten the pablic sbont the scheme snd the
benefits scerning from being wnit holders of the schene
(gee p. 5S58)Y.
Hpit Trust scheme shonld constitute =8sn  advisory
committes, which shonld inclode members of the Bosrd of
Directors of the scheme, some repoutsble professionsls
and investment sdvisers from ontside the scheme to
review its investment portfolio from time to Lime for
the benefit of the unit holders (see p. 594
The fond mansgers of Upit Trost withont quotstions,
shonld consider seehing memorandom quotstion on  the
stock exchange to enshle onit holders keep 5 tsb on the
valne of their investments which is nobl  possible
corrently becsuse they maintsin only few offices in the
conntry (see p 62
The Securities snd  Exchsnge Commission (S5ECY shonld
institute adequate regulstory messures Lo deter
excesses of the trust holders. 0Soch messores will

complement  the efforts of S8EC in protecting Lhe
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interest of the anit holders. The participstion of
institotionsl investors will slso become 2 stshilising
Frotor s well ss 5 check  on the sbuse by msnsgers of
the Hpit Trust Scheme (see p B3,

7 The government with the help of its agencies such ag
SEC . snd Caorporste  Affsirs Commission, shounld design
gunidelines that will encoursge existing and potentisl
nit Trusts and stimolste the crestion of sdditionsl

nit Trusts (see p. 633

5 5 GUGGESTIONS FOR FURTHER STUDY
As B new discipline on the invesiment mep of Higeria,
Wit Trusts hold 8 grest potentisl for theoreticsl snd
empiricsl resesrch.  Unfortunstely, little hss been done so
far by way of resesarch in this field of stody. It is
therefore suggested thst 8 more elshorste snd detailed study
be enrried oot on the following:
R Hnit Trusts ss sn investment option in the wmsoney snd
capitenl merhets.

by The role of Unit Trusts Scheme in Roral Development |
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APPENDIX 1
QUESTIONNAIRE ADMINISTERED TO INVESTORS
TOPIC: AN EVALUATION OF UNIT TRUST SCHEMES TH NIGERIA: A
STUDY OF SELECTED SCHEMES .
. INTRODUCTION:
This qguestionnaire is mensnt  to soanrce for some

informstion that will be nseful for 8 research work on "AN
EVALUATION OF UNIT TRUST SCHEMES IN NIGERIA: A Study of
selected schemes” .

It iz porely for scademic nse and 511 information
provided shsll be trested in strict confidence.

The researcher is p Postgraduste (PGY  Student in the
Department of Acconnting Ahlmadn Bello University, Zsaris.
A SOCIO-ECONOMIC YARIABLES
Tick (/Ythe most sppropriste answer
1 Hule ( Y, Femanle ( ).
2 Age [Yenrs]: 15-24 ( ), 25-34 ( ), 35-44 ( ), 45> ( ).
. Ednestional type/Level.

Primery ( 3, Secondsry ( », Diploms or Equivalent ( ),

Quranic ( ¥ snd Degree ( ), Others (if any) plesse

BERLE, st 5 & KEDRSAE X 5 SRR ¥ § & DRSS 5§ E ireraves £ T & RN LB N
¥hat is yonr family size 7 Smell: -4 ¢ ),
Mediom: 5-8 ( ), Large: 9> { .
B INVYESTMERT /FINANCIAL VARIABLES
5 $¥hich it Trost Scheme do yvon pestronise? Plesse State.
5 Do youn pourchase units from the scheme regolsrly 7

Yea ¢ ), 8o ¢ ).

7 If snswer to BB is yes whst is the durstion 7
Daily ¢ ), Weekly ¢ ¥, Honthly ¢ }, Others: Plessge
et g D i, A N S SR ot Sl R P

3 Do you purchsse anit directly from the manager 7
Yes 3, Ho ( ).
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If snswer to G8 is HO where do yon purchsse these units

from 7 (plesse state). ... .. ... ....

What problems do you enconnter in buving onits ?

(1} Low Subscription ( ),

(ii) Leck of sdequste informstion ( ),

(iiijLow dispossble incomse { ),

(iv) Adminigstrstive charges snd Stamp dutlies (3,

(vy Ot hers { 1 ¢ s ny » p 1l e s s e
PERES - wp < 5 2 g peravani 3 ¢ 0 ka5 @ § SRTRE 3 B N S

Are the pumber of units yon want to bay alwsys

svailable 2 Yes ¢ 3}, HBo C .

Over Ltime, hss the nomber of anitas yon buy incressed or

decressed 72 Tnereased { %, Decreased ( ).

¥hint snre vour ressons in Q12 sbove 7 Plense siste:

08 Ve 5 5 o 2w srmmams % & WEvesEs X § & ¥ 5

Do the operstors of Unit Treast psy vonr dividend

regnlsrly 7 Yes ( ¥, Bo ( ).

Is the profit yon receive from the Units enongh Lo
sustasin you snd your family ? Yes ( ), Ho ¢ ),

Are vyon seatisfied with the dividend you hsve so far

received per unit 7 Yes 3, No (3.

For how long hsve vou been s client to thisn scheme 7

t 1 year ( Yy, V1-Z2vesrs ( », Z-3yearg ( »,

3-dyesrs ( Y, 4> yenrs ( .

How do yon rate the Scheme 7 Good ( F Feir (Y Poor ¢ )

Apsrt Prom the dividend do you get sny other incentiven

Fyrom Lhe Scheme 7 Yes ¢ ¥, Bo ( 3.

Apartlt from the Unit Terast Scheme do yon invest in sny

other husineas 7 Yes ¢ ¥, Ro ( %,

Compare the profitshbility  level of the Unit Trust

Doheme Lo othere business.

Good ¢ Y, Fair ¢ Y, The same ( )}, FPoor ¢ ).
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Do you get regular reports ss regards the activities of
the scheme in which you have invested? Yes ( %, Ho ( ).
Apsrct from the problems in Q10 what major problems do
vou face with the Scheme?
(i} Fresudulent sctivities of some mansgers (),
{(ii) High withholding tsx on investors { 3},
(iiiLow level of dividend ( 3,
{iv) Inadequate publicity snd promotion of

the Scheme ( },
{v) Other (if sny) plense atete. .. .. ... ... .......

..................................................

Give the wsys in which yvou think these problems conld
be solved.
{1} Cheching of fraudulent activities of some fund-
nxnsgers ( ),
(i1} Withholding tax shounld be reduced ( ),
(iiiividend declared shonld reflect
profitsbility ( )},
(iv) Publicity and promotion should be
intensified ( ).
Plesse state (very briefly) any other views you have on

the topic and issues discussed. . . .. ... ... .. .. .. . ......

.......................................................

...................................................
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APPENDIX 11
QUESTIONNAIRE ADMINISTERED TO OPERATORS
TOPIC: AR EVALUATION OF URIT TRUST SCHEMES IN NIGERIA: A
STUDY OF SELECTED SCHEMES.
INTRODUCTION :

This gquestionnaire is meant to sonrce for some
information that will be nseful for 8 resesrch work on AN
EVALUATION OF UNIT TRUST OSCHEMES IR HIGERIA: A study of
aselected schewes” . It is purely for scademic nse and all
information provided shall be trested in strict confidence.

The reseanrcher is a8 Postgrsdusate (PG) Student in the
Depasrtment of Accounting Ahmado Bello University, Zaris.

4. S0CIQ- ECONOHIC YARIABLES
Tick GVG the most appropriste snswer
. 1N Male ( ), Female ( ).

2 Age [Yenrs]: 15-24 ( ), 25-34 ( ), 35-44 ( >, 45> ( ).
3. Educational Level/type: Primary ( ), Secondary ( ),
Gursnic ( ¥, Diploms or Eguivalent ( ), Degree ( ).

Othera(i1f any) plesse apecify. . ... . . . .. .. ... .......

B INYESTHENT/FINANCIAL YARIABLES
Tick /) the right snswer where appropriste and fill

the blank spaces where necessary.

4 . How is the patronsge of your scheme 7 Good Fair
5. Heame foor conditions necessary for s Unit to be sold:
s s i v 3 s TS SR SO EEIR A T F ST § Y HE RS E L SREARG T R
EEE s 5 suorras 5 g o gt & § & o § 5§ STIENS @ R GEEETY § s WEESE 5 5O
L 5 1
s s is i  F R RIS S AR TG 5 h SR S RN B A s TR E &
5. Do von sell units Lo 2ll those who spply 7 Yes (),

No ( .
7. Does yvour schemes invest the pooled funds of investors

in the security of companies, money and capital market

instruments 7 Yes ( 3, Ho ( ).
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8. MWhat is the 1ihely.volune {atate figure) of nnits wold
per vear? Plemme Stwte . .. . oL L. oL, PR S
9. Do you advertise vouy scheme 7 Yea { ), ¥Ho ( ),
13, What is the medium of advertisemsent 7
(i} Badio and television { ), (ii) Bewspspers ( ). i
(111} Joarnnls/Hagazines { 3, {(iv} Seminasraf¥Worbshops ( 3}
{v) OQthers (if any) pleamse state. . . .. ... ... ... i inenn
1i. Do menagers and trastees have any common share holding
interest 7 Yes { ), Ho { ). , - P

12. Bewe four problems if any encountered in aelling units,

13. HName four wave in regolving the problens encountersd in
(12 sbove. _ ¢

14. Is the mobilisation of savings by unit Trazt schewme
likely to bring or affect the economic development of
Migerin. Yes ( x, Ho { . Y

15. Do you thinh the sxisntencs of yonr orvganisation has
enhanced (contribpted +to) the savings of costomers and
Higeriens in general 7 Yes { ), HBe (). _ ;

16. Are there any anreangenents for re-investiment ef
dividend snd interest by anit holders for sore nnits ¥
Yes ( >, Bo { ). _

17. How =mre taxes charged by government on yonr ascheme 7?7
Please State. . .. e .

18. In vyour opinion, sre the taxes charged (oee 17 above)
Justifisbhlie? Yes ( )}, ¥Bo { .
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18. #Hawe four effects of taxing the profits of Lthe scheme.

20. Over time hes the interest rate on units incressed or
decrassed 7 Increzsed ( ) Decressed { 3.

.21. Stute the ressons to your snswer in (@20} sbove.

{i)y Dewnsnd snd 3upply of the ehares uwnderling them (units)
>

{11% Politicel inmtebility ( .

{iiidInflation und fluctunstion of the valne of the WHaira.

{iv)» BReligious crisis ( ).

{wy Othsrs (if any} plesse astate. . .. ... ... ... .... ..., _

22. Whet weasares sre tahen to prevent l1srge acale
investors from hijaching the schene from smsll

“investors?

-----

23. Az an  operator apsrt Trom the problewms in @12, what
rajor problems confront the operstionzl activities of

the schemes 7

5 S
5 ..
A Y e o e .



26 .

a2 . R

Inn what ways do vwou think the scheme hesmn contributed to
the overall developwent of the Financial Systewm 7
{i} Hobilissiion »f idle Tunds into the aystew ¢ N,
{ii)» Formation of caplial for worey mand cmpital
narket ( .
{ii1iBoosting Financial antivities by increaming demand
anid soeply for secarities ().
{iv) Stimlating economic growth within the svystem.
tvy (thers (if any) plesse state., ... 00 0o ..

Eindly state vour additional comments(if any) on the

igsnes involved in this teopic

.........................

-------------------------------------------------------
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APPERDIX III
RESEARCH COVERING LETTER FROM THE DEPARTHENT OF ACCOUNTING,
INSTITUTE OF ADMINISTRATION, AHMADU BELLO UNIVERSITY ZARIA,
P.H.B 1013, ZARIA, NIGERIA.

LETTER OF INTRODUCTION
TO WHOM 1IT MAY CONCERN:

This is to introduce FONDA, SOLOMON AGWARA who is =2 student
on the H. 3¢ (Acclig. & Fin. ) programme of this University,
for the 1893,/894 Session.

Ls one of the requirements for the award of the degree,
FONDA, SOLOMON AGHWARA is expected to submit s Dissertsation,
The title of the Dissertation approved for him/bker is

"AN EVALUATION OF UNIT TRUST SCHEME IN NIGERIA: A STUDY OF
SELECTED UNIT TRUSTS.

For the =sbove purpose, he/she would need to collect
NEeEOESSary dats and informsation from sppropriste
organisation/establisiments/individuals. The Department has
given instructions to the students that dats and informstion
g0 obtsined should be hept in strict confidence and should

be naed only for the purposes of resesrch.

¥e would very much appreciste vyvour co-operstion on this

natier.

A. STILVA
SUPERVISOR
For: Hesd of Depsriment.
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