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Unit trust investors need L
financial transparency

Evening X- Spaces have recently become popu- \
lar for people to unwind after a busy workday. This
month, lawyer Ellison Karuhanga, the founder and
host of the Judicial Services Conversations podcast,
moderated a session on unit trusts that has become
the most attended weekly discussion for lawyers.

Unit trusts have gained significant populari-
typrompting banks to launch theuown unit frust
products in response to the erosion of bank deposits
caused by these investments,

Last year,one bank received approval from Bank of
Uganda to distribute its unit trust products through
its extensive network of branches nationwide. Howey-
er,T have reservations about this development.

According to the Capital Markets Authority's (CMA)
report for the last quarter of 2025, unit trusts have
shown strong growth, with assets under manage-
ment reaching Shs5 66 trillion. The report also indi-
cates that there are over 206,405 actively funded unit
trust accounts managed by various fund managers.

Unit trusts are collective investment schemes that
pool funds from various investors to allocate in differ-
ent investments,

When youinvest in unit trust, you are relying on
the investment strategies of the fund manager,and in
Tefurn, you receive something akin to shares in that
fund, which reflects the performance of the underly-
ing assets. -

When you invest money in a unit trust, your funds
donot appear as liabjlities on the balance sheet of the
fund manager or the trustee, similar to how banks re-
cord deposits or public funds, In this case, the money
is actually segregated from that of: the fund manag-
erandis held as your assets, managed on your behalf.
Therefore, in the event of: insolvency of the fund man-
3BeL,YoUr money is not subject to creditor claims.

InUganda, unit trusts have significant information
asymmetry.Unit trusts often come with high admin-
Istrative and operational costs that can diminish po-
tential returns for investors,

Various international studies haveindicated that
these high Total Expense Ratios (TER),can reduce the
compounding effect of unit trusts, It doesn’t make
sense to earn compound interest Wwhen faced with
such high expense ratios associated with those unit
trusts! One study found that high expense ratio can
significantly reduce the impact of compound inter-
est over time. For €xample, a two pereent fee can cuta
four percent nominal returnin half.

Unit trustinvestors need greater financial trans-
parency While unit trusts release fact sheets every
month; they often omit crucial details in their disclo-
sures. RecentlyT compared two fact sheets from the
samefund manager—one from South Africa and the
other from Uganda, The South African fact sheet was
much more comprehensive. h

In Uganda, unit trust fund managers are not align-
Ing their disclosures and pricing with internation.
allyrecognised standards for collective investment
schemes. Upon examining their daily pricing infor-
mation,it becomes clear that important pricing de-
tails are intentionally left out.This creates a disadyan-
tage for unit holders,foncing them to operate under
conditions of information asymmetry How pricing
data is represented is vital for individuals planning to

sell their units on the secondary market or manage
cash withdrawals,

Vided only uponrequest from unit holders, Withhold-
Ing this information creates inequities in financial
JUSch for various unit holders.CMA shoulq take ap-
Propriate action,

Itis the peg,
their Dricing mog,

e pricing for thoge cashing out or selling their hold-

Ings s forwurd-looking.Our laws don't allow back-
Ward-looking Pricing,

- . .

'[Z:,ij N.Kizito,

Tony (
elcon
Ifitex
thent]
Justice
denie(
mech;
Justice
caseb

(8 CamScanner


https://v3.camscanner.com/user/download

