


CONSUMER PROTECTION PROVISIONS GOVERNING THE CAPITAL MARKET


1.1. BUSINESS RULES

Pursuant to Government Decree No 22/2008 (II. 7.) on the mandatory elements of the business terms at business organisations providing investment services, auxiliary investment services and commodity exchange services [Government Decree No 22/2008 (II. 7.)], the standard service agreement drawn up by a business organisation (company) carrying out investment service activities, ancillary services and investment activities (hereinafter: ancillary services), commodity exchange services pursuant to Act CXXXVIII of 2007 on Investment Firms and Commodity Dealers, and on the Regulations Governing their Activities (Investment Firms Act), concerning such activities shall contain
a) a list of the investment service activities, ancillary services, commodity exchange services authorised by the Magyar Nemzeti Bank in the exercise of its duties related to the supervision of the financial intermediary system, and the activities set out in Section 8 (5) of the Investment Firms Act,
b) the number and date of the decision issued by the MNB, granting authorisation to perform the activities included in Subsection a), the name of the MNB, as well as its correspondence address and website address,
c) the languages that can be used by clients in their communications with the company, and
d) the ways and means of communication between the company and its clients, including the ways and means of sending and receiving orders.

In connection with the conclusion, performance, amendment and termination of the contract, the company’s standard service agreement shall contain
a. the detailed regulations for client identification,
b. the list of documents and statements that are suitable for carrying out the fitness or compliance test prescribed for the company, and the rules for the categorisation of clients,
c. the detailed regulations for the transactions that can be concluded in the scope of certain investment service activities, ancillary services or commodity exchange services, including the method of and the detailed rules for access to clients’ financial instruments and funds managed by the company, per transaction,
d. the reasons for refusing to enter into contract with the client, as provided for under the law,
e. the method and deadlines of settlement with clients,
f. the detailed rules for the amendment and termination of contracts, including cancellation and termination deadlines, and
g. the annexes forming parts of the standard service agreement, as specified in Section 6 Government Decree No 22/2008 (II. 7.),
h. the method to provide data protection information.

The company’s standard service agree shall contain
a. the general regulations governing the transfer of accounts,
b. the company’s liabilities to the client – also including the method of providing information under exceptional circumstances – in the case of the suspension in whole or in part, or the limitation of the company’s activity license or certain activities, or in the case of the withdrawal of the authorisation to conduct the activity,
c. the liabilities and the risks borne by the company and by the client per transaction type in the case that the company’s activity is restricted or suspended by the stock exchange or the MNB, or in the case that the clearing house or the central counterparty takes measures that affect the client’s orders.

In the case of the administration of securities accounts and client accounts, the following shall be determined in the standard service agreement:
a) the detailed conditions for opening an account,
b) the frequency and the method of notifying clients about crediting and debiting accounts, and about the balance of accounts.

If the company also accepts orders from clients placed by phone, by tax or via other electronic means, the detailed rules for this shall be provided in the standard service agreement, regarding, especially
a) the procedure to be followed in the case of orders placed by phone, by tax or via other electronic means (audio recordings, or written records taken by the person taking the order), the method and time of drawing up the written contract,
b) the retention period of the audio recordings.

If the company records the order in audio recordings, the standard service agreement shall provide for the right of access to such audio recordings.

The company’s standard service agreement shall include that – except for cases in the legislation and except for the client’s failure to remedy a serious contract breach despite being warned – the company may not limit or exclude its liability for performing the contract. The standard service agreement shall include, per transaction, the cases considered as the client’s serious breach of contract, and, in respect of the parties’ breach of contract, the parties’ rights and obligations.

In the company’s standard service agreement, the frequency and method of notifying and informing clients and its budgetary consequences shall be specified.

If the obligation to provide information is fulfilled using a durable medium as prescribed in the Investment Firms Act, in its standard service agreement the company shall explicitly draw the client’s attention to the detailed rules relating to the means of providing information.
The company’s standard service agreement may not exclude the possibility of the client requesting information about the fulfilment of the order placed by it and about the balance of its account managed by the company in a manner other than specified in the standard service agreement.

The company’s standard service agree shall contain
a) the frequency, timing and nature of the report on the investment service activity, ancillary service or commodity exchange service performed or provided for the client,
b) a summary of the measures aimed at the safeguarding of the client’s financial instruments or funds in the case of managing such financial instruments or funds, including information about the investor protection scheme available for the client and about its operation.

In the standard service agreement the company explicitly draws the client’s attention to
a. the requirements included in anti-money-laundering legislation,
b. the law applicable to legal disputes between the company and the client.

Annexes to the company’s standard service agreement:
a. forms used for contracts to be concluded between the company and the client,
b. the list of outsourced activities and the entities to which activities are outsourced,
c. the list of intermediaries used by the company,
d. the list of rates applied by the company, which includes the costs and fees related to concluding the contract and – in the case of a valid contract concluded at an earlier point (framework contract) – to the individual transactions, borne by the client,
e. business hours,
f. standard terms and conditions,
g. regulations regarding complaints handling procedures,
h. the company’s execution policy,
i. a summary description of the company’s conflict of interest policy.
(Government Decree No 22/2008. (II. 7.))

The framework contract concluded with the client shall be fixed in writing by the investment firm. The investment firm shall register the framework contract in its records referred to in Section 55 of the Investment Firms Act.


Investment firms may not use for the identification of a client a pseudonym or any other reference suitable to conceal the identity of the client or to obscure the identification procedure. (Section 52 of the Investment Firms Act)

In connection with carrying out commodity exchange services, where commodity dealers have carried out an order on behalf of a client, they shall – with the exception set out below – promptly provide the client with the essential information concerning the execution of that order in the manner laid down in the standard service agreement.

The information determined above shall not be provided where the same information is promptly dispatched to the client by a third party.

In addition to the requirements above, commodity dealers are required to supply the client, on request, with information about the status of his order. (Section 90 of the Investment Firms Act)

The provisions of the Investment Firms Act shall be applied to the provision and distribution of the pan-European Personal Pension Product (PEPP) with the derogations specified in Regulation 2019/1238/EU of the European Parliament and of the Council and in Chapter VI of Act CXVII of 2007 on Occupational Pension and the Related Institutions (Occupational Pension Act).

Pursuant to Act CXX of 2001 on the Capital Market (Capital Markets Act), the account manager shall record all transactions to and from a securities account in a statement and shall send this confirmation to the account holder as prescribed in the standard service agreement. The account-holder and the person authorised by the account-holder to this effect is entitled to dispose of the securities account. A power of attorney supplied to the account manager shall be accepted only if made out in the form and if containing the information specified in the standard service agreement. The signature specimen of authorised signatories shall be supplied to the account manager in the manner stipulated in the standard service agreement. [Section 142 (1), Section 143 (1) and (4) of the Capital Markets Act]

Special rules relating to investment fund managers:

The rules for the management and administration of an investment fund shall be laid down in the management policy that is to be approved by the MNB in the case of public investment funds, or submitted to the MNB in the case of private investment funds. The management policy shall contain all information necessary for investors to make an informed judgment of the operation, investment strategy and management of the investment fund. In the case of alternative investment funds (AIF) the management policy shall make reference to any arrangement made by the depositary to contractually discharge itself of liability in accordance with Section 64 (16) of Act XVI of 2014 on Collective Investment Trusts and Their Managers, and on the Amendment of Financial Regulations (Collective Investment Trust Act). The management policy shall be drawn up according to the formal and content requirements of the templates set out in the Collective Investment Trust Act, in Chapter I of Annex 3 for public investment funds, in Chapter II of Annex 3 for private investment funds, and in Chapter III of Annex 3 for venture capital funds and private equity funds.

In the case of private investment funds, as regards the contents of the management policy, Regulation (EU) 2015/2365 of the European Parliament and of the Council of 25 November 2015 on transparency of securities financing transactions and of reuse and amending Regulation (EU) No. 648/2012 shall apply mutatis mutandis.

When purchasing investment units, the investor shall supply a statement of acknowledgement of the terms and conditions contained in the management policy, in particular the risks associated with the investment units and the investor’s preferences regarding risk taking and risk tolerance.

Except as provided for in Section 72 (4) of the Collective Investment Trust Act, the investors’ consent is not required for the investment fund manager to amend the management policy of a public investment fund, however, it shall be authorised by the MNB. (Section 72 (1)–(3) of the Collective Investment Trust Act)

While operating the fund, the fund manager is obliged to act on behalf of the investor, in compliance with the legislation, the rules of operation and the currently valid management policy.

The manager of the investment fund may also provide and distribute pan-European personal pension products under Regulation 2019/1238/EU of the European Parliament and of the Council. The provisions of the Collective Investment Trust Act shall be applied to the provision and distribution of the pan-European Personal Pension Product (PEPP) with the derogations specified in Regulation 2019/1238/EU of the European Parliament and of the Council and in Chapter VI of the Occupational Pension Act.

In connection with the purchase and redemption of investment units, the consideration for the investment units may be provided in money, or – if expressly permitted in the management policy with the relevant conditions defined – in other assets, in whole or in part, which are deemed appropriate based on the fund’s investment policy. In the latter case, at the time of redemption, the type of assets to be provided in consideration shall be determined based on the share such assets represent in the fund’s portfolio.

In the process of distribution, the investor may be charged a sales (purchase or redemption) fee or commission payable – in part or in full, as specified in the investment fund’s management policy – to the investment fund, the distributor or to the investment fund manager involved. The principle of equal treatment shall not be considered breached, where the fees or commissions charged to investors for distribution services are determined by the distributors, or if the investment fund manager sets different contractual terms and conditions for different distributors.

As regards open-ended investment funds investing in securities, if more than 5% of the investment fund’s assets have become illiquid, the investment fund manager may decide to segregate such illiquid assets within the investment fund’s portfolio, or to segregate illiquid investment units within a portfolio, so as to ensure the principle of equal treatment among investors and to maintain the distribution of other investment units. 
[Section 109 (1)–(2), Section 128 (1) of the Collective Investment Trust Act]

All investment units issued under the name of an investment fund must comprise one or more series and must be of the same nominal value and must have the same rights attached in any one series. The fund’s management policy shall specify in detail the differences between the different sets of investment units. Sets of investment units that differ in terms of distribution of earnings, and the sequence in which they are distributed, and sharing of losses, and the sequence in which they are covered, may be set up by private investment funds only. (Section 71 (1) of the Collective Investment Trust Act)

The fund manager shall manage and register the investment funds’ and clients’ portfolios separated from its own portfolio.

1.2. INFORMATION

The company shall make public its standard service agreement in its premises available for customer service, and, in the case of providing electronic commerce services, it shall also make it continuously and easily accessible to clients electronically, making it possible for clients to store and retrieve it. [Section 5 (1) of Government Decree No 22/2008]

General rules for providing information 
In the scope of its investment service activity or ancillary services, the investment firm shall act in accordance with the legislation, complying with the rules of the profession, in a fair and efficient manner, in the client’s interest, at all times while performing the contract concluded with the client or executing the client’s order.

Investment firms that manufacture financial instruments for sale to clients shall ensure that those financial instruments are designed to meet the needs of an identified target market of end clients within the relevant category of clients, the strategy for distribution of the financial instruments is compatible with the identified target market, and the investment firm takes reasonable steps to ensure that the financial instrument is distributed to the identified target market.

The investment firm shall assess the compatibility of the financial instruments with the needs of the clients to whom it provides investment services, also taking account of the identified target market of end clients as referred to in Section 17/A (2) of the Investment Firms Act, and ensure that financial instruments are offered or recommended only when this is in the interest of the client.

All information, including investment research and marketing communications, addressed by the investment firm to clients or potential clients shall be fair, clear, balanced and accurate as provided for in Article 44 of Commission Delegated Regulation (EU) 2017/565, and shall not supply any information to clients and potential clients that is misleading. Marketing communications shall be clearly identifiable as such.

Having regard to Sections 41–43 of the Investment Firms Act, the investment firm shall provide appropriate information in good time to clients or potential clients with regard to the investment firm and its services, the financial instruments and proposed investment strategies, execution venues and all costs and related charges. That information shall include the following:
a) when investment advice is provided, the investment firm must, in good time before it provides investment advice, inform the client:
aa) whether or not the advice is provided on an independent basis,
ab) whether the advice is based on a broad or on a more restricted analysis of different types of financial instruments and, in particular, whether the range is limited to financial instruments issued or provided by entities having close links with the investment firm or any other legal or economic relationships, such as contractual relationships, so close as to pose a risk of impairing the independent basis of the advice provided,
ac) whether the investment firm will provide the client or potential client with a periodic assessment of the suitability of the financial instruments recommended;
b) the information on financial instruments and proposed investment strategies must include appropriate guidance on and warnings of the risks associated with investments in those instruments or in respect of particular investment strategies, and whether the financial instrument is intended for retail or professional clients, taking account of the identified target market in accordance with Section 17/A (2) of the Investment Firms Act;
c) the information on all costs and associated charges must include information relating to both investment service activities and ancillary services, including the cost of advice, where relevant, the cost of the financial instrument recommended or marketed to the client and how the client may pay for it, also encompassing any third-party payments.

The requirements specified in point c) above shall not apply to the services rendered to professional clients with the exception of investment advisory and portfolio management services.

The information about all costs and charges referred to above, including costs and charges in connection with the investment service activities and ancillary services and the financial instrument, which are not caused by the occurrence of underlying market risk, shall be aggregated to allow the client to understand the overall cost as well as the cumulative effect on return of the investment. Where the client so requests, an itemised breakdown shall be provided. Where applicable, such information shall be provided to the client on a regular basis, at least annually, during the life cycle of the investment. The information shall be provided in accordance with Article 50 of Commission Delegated Regulation (EU) 2017/565.

Where the agreement to buy or sell a financial instrument is concluded using a means of distance communication which prevents the prior delivery of the information on costs and charges, the investment firm may provide the information on costs and charges either in electronic format or on paper, where requested by a retail client, without undue delay after the conclusion of the transaction, provided that the following conditions are met:
a) the client has consented to receiving the information without undue delay after the conclusion of the transaction; and
b) the investment firm has given the client the option of delaying the conclusion of the transaction until the client has received the information.
In addition to the aforementioned requirements, the investment firm shall provide the client with the option of receiving the information on costs and charges over the phone prior to the conclusion of the transaction. (Section 40 (6a)–(6b) of the Investment Firms Act)

The information referred to in Section 40 (5) and (6) and also in Section 41 (4)–(6) of the Investment Firms Act shall be provided in a comprehensible form, in such a manner that clients or potential clients are reasonably able to understand the investment service activities and ancillary services and the nature and risks of the given financial instrument that is being offered, and, consequently, to take investment decisions on an informed basis. That information may be provided in a standardised format as well.

Investment firms shall provide all information required to be provided under the Investment Firms Act to clients or potential clients in electronic format, except where the retail client or potential retail client requested receiving the information on paper, in which case that information shall be provided on paper, free of charge. Investment firms shall inform retail clients or prospective retail clients that they have the option of receiving the information on paper. 

Investment firms shall inform existing retail clients that receive the information required to be provided under the Investment Firms Act on paper of the fact that they will receive that information in electronic format at least eight weeks before sending that information in electronic format. Investment firms shall inform those retail clients that they have the choice either to continue receiving information on paper or to switch to information in electronic format. Investment firms shall also inform existing retail clients that an automatic switch to the electronic format will occur if they do not request the continuation of the provision of the information on paper within that eight-week period. Existing retail clients who already receive the information required to be provided under the Investment Firms Act in electronic format do not need to be informed. [Section 40 (7a)–(7b) of the Investment Firms Act]

Where investment service activities or ancillary services are offered as part of a financial product which is already subject to the provisions of Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises (Credit Institutions Act), or Act CLXII of 2009 on Consumer Credit (Consumer Credit Act) with respect to information requirements, that service shall not be additionally subject to the obligations set out in Section 40 (4)–(7) of the Investment Firms Act.

Where an investment firm informs the client or potential client that investment advice is provided on an independent basis, that investment firm shall:
a) assess a sufficient range of financial instruments available on the market which must be sufficiently diverse with regard to their type and issuers or product providers to ensure that the client’s investment objectives can be suitably met and must not be limited to financial instruments issued or provided by:
aa) the investment firm itself or by companies having close links with the investment firm, or
ab) other companies with which the investment firm has such close legal or economic relationships, such as contractual relationships, as to pose a risk of impairing the independent basis of the advice provided;
b) not accept and retain fees, commissions or any monetary or non-monetary benefits paid or provided by any third party or a person acting on behalf of a third party in relation to the provision of the service to clients.

By way of derogation from paragraph b), minor non-monetary benefits that are capable of enhancing the quality of service provided to a client and are of a scale and nature such that they could not be judged to impair compliance with the investment firm’s duty to act in the best interest of the client must be clearly disclosed and are excluded from paragraph b) above.

Information on investment advice shall be provided in accordance with Article 52 of Commission Delegated Regulation (EU) 2017/565, and information on investment advice provided on an independent basis shall be made available in accordance with Article 53 of Commission Delegated Regulation (EU) 2017/565.

Within the framework of portfolio management, the investment firm shall not accept and retain fees, commissions or any monetary or non-monetary benefits paid or provided by any third party or a person acting on behalf of a third party in relation to the provision of the service to clients. Minor non-monetary benefits that are capable of enhancing the quality of service provided to a client and are of a scale and nature such that they could not be judged to impair compliance with the investment firm’s duty to act in the best interest of the client shall be clearly disclosed and are excluded from this Subsection.

Investment firms are regarded as not fulfilling their obligations under Section 110 or under Section 40 (1) of the Investment Firms Act, where they pay or are paid any fee or commission, or provide or are provided with any non-monetary benefit in connection with the provision of investment service activities or ancillary services, to or by any party except the client or a person on behalf of the client, other than where the payment or benefit:
a. is designed to enhance the quality of the relevant service to the client; and
b. does not impair compliance with the investment firm’s duty to act honestly, fairly and professionally, and in accordance with the best interest of its clients.

The investment firm shall clearly disclose to the client the existence, nature and amount of the payment or benefit referred to in Section 41 (5) of the Investment Firms Act, or, where the amount cannot be ascertained, the method of calculating that amount, in a manner that is comprehensive, accurate and understandable, prior to the performance of the investment service activity or the provision of the ancillary service. Where applicable, the investment firm shall also inform the client on mechanisms for transferring to the client the fee, commission, monetary or non-monetary benefit received in relation to the performance of the investment service activity or the provision of the ancillary service.

The payment or benefit which enables or is necessary for the performance of the investment service activity or the provision of the ancillary service, such as custody costs, settlement and exchange fees, regulatory levies or legal fees, and which by its nature cannot give rise to conflicts with the investment firm’s duties to act honestly, fairly and professionally in accordance with the interests of its clients, is not subject to the requirements set out in Section 41 (5) of the Investment Firms Act.

The performance of analytical services by third parties to investment firms providing portfolio management or other investment services or ancillary services to clients is to be regarded as fulfilling the obligations under Section 40(1) of the Investment Firms Act, if:
a) before providing the execution or analysis services an agreement is concluded between the investment firm and the analysis service provider, identifying the part of any combined charges or joint payments for execution services and analysis that is attributable to analysis;
b) the investment firm informs its clients about the joint payments for execution services and analysis services made to the analysis service provider; and
c) the analysis for which the combined charges or the joint payment is made concerns issuers whose market capitalisation for the period of 36 months preceding the provision of the analysis did not exceed EUR 1 billion, as expressed by year-end quotes for the years when they are or were listed or by the equity for the financial years when they are or were not listed.

Analysis shall be analytical material or services concerning one or several financial instruments or other assets, or the issuers or potential issuers of financial instruments, or analytical material or services closely related to a specific industry or market such that it provides information on views on financial instruments, assets or issuers within that industry or market. Analysis shall also comprise materials or services that
a) explicitly or implicitly recommend or suggest an investment strategy and provide a substantiated opinion as to the present or future value or price of financial instruments or assets, or
b) otherwise contain analysis and original findings and reach conclusions based on new or existing information that could be used for an investment strategy and be relevant and capable of adding value to the investment firm’s decisions on behalf of clients being charged for that analysis. [Section 41 (7a)–(7b) of the Investment Firms Act]

An investment firm that performs investment service activities or provides ancillary services to clients shall ensure that it does not remunerate or assess the performance of its staff in a way that conflicts with its duty to act in the best interests of its clients. In particular, it shall not make any arrangement by way of remuneration, sales targets or otherwise that could provide an incentive to its staff to recommend a particular financial instrument to a retail client when the investment firm could offer a different financial instrument which would better meet that client’s needs.

When an investment service is offered together with another service or product as part of a package or as a condition for the same agreement or package, the investment firm shall inform the client whether it is possible to buy the different components separately and shall provide for a separate evidence of the costs and charges of each component. Where the risks resulting from such an agreement or package offered to a retail client are likely to be different from the risks associated with the components taken separately, the investment firm shall provide an adequate description of the different components of the agreement or package and the way in which their interaction modifies the risks.

Unless otherwise prescribed in the Investment Firms Act, the information provided under Sections 40 and 41 of the Investment Firms Act shall be made available in good time as is necessary for the client to understand the information provided to take an informed decision, with regard to the complexity of the transaction forming the subject of the contract.

The requirements laid down in Section 44 (1b) and (3)–(5), Section 67, Section 69 and Section 69/A of the Investment Firms Act shall not apply to services provided to professional clients, unless those professional clients inform the investment firm either in electronic format or on paper that they wish to exercise the rights provided for in Section 44 (1b) and (3)–(5), Section 67 Section 69 and Section 69/A of the Investment Firms Act. Investment firms shall keep a register of the clients’ declaration made in accordance with the foregoing.

Where, according to the Investment Firms Act, investment firms are required to provide information in a durable medium, it shall be provided in accordance with Article 3 of Commission Delegated Regulation (EU) 2017/565.
(Sections 40–42 of the Investment Firms Act)

The account provider shall issue a confirmation on the transaction executed on the securities account, on the day of executing the transaction, and it shall send it to the account holder as specified in its standard service agreement. The account manager shall supply an account statement indicating the transactions in and the balance of the securities account whenever one is requested by the account holder. (Section 142 (1) of the Capital Markets Act)

Obligation to provide prior information 
Investment firms are required to ensure that natural persons giving investment advice or information about financial instruments, investment service activities or ancillary services to clients on behalf of the investment firm possess the necessary knowledge and competence to fulfil their obligations under the Investment Firms Act relating to the provision of information to clients.

Investment firms shall fulfil their obligation to provide prior information to clients subject to content and formal requirements provided for in Chapter X of the Investment Firms Act and under Articles 45–51 of Commission Delegated Regulation (EU) 2017/565. (Section 43 of the Investment Firms Act)

Obligation to obtain prior information
Any investment firm that is engaged in providing investment advice or portfolio management services shall, to the extent required for such activities under Section 44 (2) of the Investment Firms Act prior to the signature of the contract or – in the case of a framework agreement – before the execution of orders:
a) obtain the necessary information regarding the client’s or potential client’s knowledge and experience in the investment field relevant to the financial instrument or transaction, his risk profile to determine whether it is appropriate to enable the client to take investment decisions on an informed basis; and
b) obtain information needed for the performance of the contract, regarding the client’s or potential client’s financial situation and investment objectives, 
so as to enable the firm to recommend to the client or potential client a transaction or financial instrument that is adjusted to that person’s circumstances, is in accordance with that person’s ability to bear losses and is suitable for meeting that person’s investment expectations.

Where an investment firm provides investment advice recommending a package of services or products bundled pursuant to Section 41 (9) of the Investment Firms Act, the overall bundled package shall be suitable for the client or potential client.

When providing either investment advice or portfolio management that involves the switching of financial instruments, investment firms shall obtain the necessary information on the client’s investment and analyse the costs and benefits of the switching of financial instruments. When providing investment advice, investment firms shall inform the client whether or not the benefits of the switching of financial instruments are greater than the costs involved in such switching.

Having in possession the information obtained according to Section 44 (1) of the Investment Firms Act (hereinafter: ‘fitness test’), the investment firm providing investment advice or portfolio management services to the client shall assess compliance of the service offered with the requirements set out in Articles 54 and 55 of Commission Delegated Regulation (EU) 2017/565.

In the case of services offered within the framework of providing investment advice, the investment firm shall, before the transaction is made, provide the client with a statement on suitability (hereinafter: ‘suitability statement’) in a durable medium, specifying the advice given and how that advice meets the preferences, objectives and other characteristics of the retail client.

Where the agreement to buy or sell a financial instrument is concluded using means of distance communication which prevents the prior delivery of the suitability statement, the investment firm may provide the written statement on suitability in a durable medium immediately after the client has concluded the agreement, provided that the following conditions are met:
a) the client has consented to receiving the suitability statement without undue delay after the conclusion of the transaction; and
b) the investment firm has given the client the option of delaying the transaction in order to receive the suitability statement in advance.

Where an investment firm provides portfolio management services or has informed the client that it will carry out a periodic assessment of suitability in accordance with Section 44 (1) of the Investment Firms Act, the periodic report provided for in Article 54 of Commission Delegated Regulation (EU) 2017/565 shall contain an updated statement of how the investment meets the retail client’s preferences, objectives and other typical needs.

Where an investment firm is engaged in investment service activities other than what is mentioned under Section 44 (1) of the Investment Firms Act, it shall, to the extent required for such activities prior to the signature of the contract or – in the case of a framework agreement – before the execution of orders, ask the client or potential client, subject to the exception set out in Section 45 (3) of the Investment Firms Act, to provide information regarding his knowledge and experience in the investment field:
a) relevant to the specific type of transaction,
b) relevant to the specific type of financial instrument, and
c) relevant to the risks involved,
so as to enable the investment firm to provide to the client or potential client the service relating to the transactions and financial instruments that are suitable for him.

Where a package of services or bundle of products is envisaged pursuant to Section 41 (9) of the Investment Firms Act, the assessment shall consider whether the overall bundled package is appropriate for the client or potential client.

As regards the assessment of experience and knowledge referred to in Section 45 (1) (hereinafter: ‘compliance test’), the investment firm shall proceed in accordance with Articles 55 and 56 of Commission Delegated Regulation (EU) 2017/565.

The provisions of Section 45 (1) of the Investment Firms Act shall not apply where an investment firm concludes the agreement specified in Section 5 (1)a) or b) of the Investment Firms Act with a client or potential client – with or without ancillary services, except for granting credit under Section 5 (2)c) of the Investment Firms Act without offering a credit line for the client’s loans, current accounts and overdraft facilities –, and:
a) the transactions relate to shares admitted to trading on a regulated market or in an equivalent third country market, or to a multilateral trading facility, excluding collective investment instruments issued by an AIF provided for in the Collective Investment Trust Act in the form of shares, and excluding shares that embed a derivative; or
b) the transactions relate to debt securities or other forms of securitised debt admitted to trading on a regulated market or in an equivalent third country market, or to a multilateral trading facility, excluding those instruments that embed a derivative or incorporate a structure which makes it difficult for the client to understand the risk involved; or
c) the transactions relate to money-market instruments, excluding those instruments that embed a derivative or incorporate a structure which makes it difficult for the client to understand the risk involved; or
d) the transactions relate to collective investment instruments in UCITS, excluding structured UCITS as referred to in the second subparagraph of Article 36 (1) of Regulation 583/2010/EU; or
e) the transactions relate to structured deposits, excluding those that incorporate a structure which makes it difficult for the client to understand the risk involved or the cost of exiting the product before term; or
f) the transactions relate to other non-complex financial instruments which meet the conditions laid down in Article 57 of Commission Delegated Regulation (EU) 2017/565; and
the agreement related to the transaction is provided at the initiative of the client or potential client, and – at that time – the client or potential client has been clearly informed that the investment firm is not required to assess the suitability of the financial instrument for achieving the client’s investment objectives, meaning that it does not apply the provisions contained in Section 45 (1) of the Investment Firms Act, and therefore the client does not benefit from the corresponding consequences, and the investment firm complies with its obligations under Section 110 of the Investment Firms Act.

If, relying on the information obtained under Section 45 (1) of the Investment Firms Act, the investment firm is of the opinion that the financial instrument or transaction to which the contract pertains is not appropriate to the client or potential client, the investment firm shall warn the client or potential client.

In cases where the client or potential client does not provide the information referred to under 45 (1) of the Investment Firms Act, or if the investment firm considers the information provided insufficient, the investment firm shall warn the client or potential client that such a decision will not allow the firm to determine whether the service or product envisaged is appropriate for him.

The warning referred to in Section 46 (1) and (2) of the Investment Firms Act may be provided in a standardised format. (Sections 44–46 of the Investment Firms Act)

Reporting obligations in respect of execution of orders
Investment firms shall, where they have carried out an order within the framework of investment service activities other than for portfolio management, in respect of that order promptly provide the client, in a durable medium, with the essential information concerning the execution of that order in accordance with Articles 59 and 61 of Commission Delegated Regulation (EU) 2017/565.

The above shall not apply where orders executed on behalf of clients relate to bonds funding mortgage loan agreements – concluded in accordance with the Consumer Credit Act – with the said clients.

Investment firms which provide the service of portfolio management to clients within the framework of investment service activities are required to provide each such client with a periodic statement in a durable medium containing information specified in Articles 60 and 62 of Commission Delegated Regulation (EU) 2017/565 by the tenth working day of the following month, covering the period up to the last day of the reference period.

Within the framework of their investment service activities investment firms that hold client financial instruments or client funds for or belonging to clients are required to provide each such client with a periodic statement in a durable medium containing information specified in Article 63 of Commission Delegated Regulation (EU) 2017/565, by the tenth working day of the following month, covering the period up to the last day of the reference period.

Within the framework of their investment service activities – apart from portfolio management services – investment firms are required to send a monthly statement, up to the last day of the month, to each client on their financial instruments or funds, in writing or in another form of durable medium. The statement shall include the following information:
a. details of all the financial instruments or funds held by the investment firm for or belonging to the client on the last day of the month covered by the statement,
b. the extent to which any client financial instruments or client funds have been the subject of securities financing transactions on the last day of the month covered by the statement,
c. the extent of any benefit that has accrued to the client by virtue of participation in any securities financing transactions in financial instruments or funds held by the investment firm for or belonging to the client, and the basis on which that benefit has accrued,
d. a password individually generated by the methodology provided for in specific legislation, enabling the client to access certain information on the MNB’s website.
(Sections 67–69/A of the Investment Firms Act)

Investment firms which carry out the service of portfolio management may guarantee to protect the capital invested (capital guarantee) and may undertake to guarantee the earnings (yield guarantee), where the yield guarantee incorporates a guarantee to preserve the capital invested. The capital and yield guarantee offered by investment firms shall be accompanied by a bank guarantee.

Investment firms which carry out the service of portfolio management may pledge to preserve the capital invested (capital protection) and make a pledge for earnings (yield protection), where the promise of yield incorporates a pledge to preserve the capital invested. Investment firms shall have an adequate investment policy in place concerning the financial instruments held to secure earnings to support the pledge to preserve the capital invested and a pledge for earnings. (Section 71 of the Investment Firms Act)

Under a securities account contract the securities account manager undertakes the commitment to administer the securities owned by the other party (the account holder) under the securities account as contracted, to execute the account holder’s legitimate instructions, and to keep the account holder informed without delay concerning all transactions to and from the account, as well as on the balance of the account. The account manager shall record all transactions to and from a securities account in a statement and shall send this confirmation to the account holder as prescribed in the standard service agreement. The account manager shall supply an account statement indicating the transactions in and the balance of the securities account whenever one is requested by the account holder. [Sections 140 (2) and 142 (1) of the Capital Market Act]

When securities are lent under a framework contract, the investment firm or credit institution participating in the transaction shall notify the owner of the securities that his securities have been transferred under lending arrangements, indicating the quantity and the duration. Any investment firm or credit institution that fails to abide by the restrictions stipulated by the owner of the securities in question (the lender), shall be subject to unlimited liability for damages caused by such negligence. [Section 170 (3) of the Capital Markets Act]

Calculation of the Unified Securities Yield Index
In the case of debt securities and investment fund units as defined in Section 8 (4) of Government Decree No 82/2010, where the interest or yield on a security was determined by the issuer for the remaining period from maturity, investment enterprises, credit institutions, investment fund managers and any other organisations which are legally entitled to offer self-issued securities on the market without using any distributor are required to calculate and announce, in the manner described in Section 9 of Government Decree No 82/2010, the Annual Percentage Yield (hereinafter: APY).
[Section 8 (1) of Government Decree No 82/2010]

Publication of yield on securities
Investment enterprises, credit institutions and, in the case defined in Section 8 (4) of Government Decree No 82/2010, investment fund managers and any other organisation, which are legally entitled to offer self-issued securities on the market without using any distributor, are required to publish the following information in premises available for customer service:
a) the concrete formula for calculation of the yield on securities;
b) the dates of payment of interest or yield;
c) the value of EHM indicating the abbreviation, in a percentage format, with an exactness of two decimal points;
d) any fact, information and condition that may have impact on the amount disbursed on the basis of the security.

If the interest, concrete yield or any charge relating to the transaction appears in the offer submitted for the securities transaction or in the commercial communication, the rate of EHM shall also be indicated directly after it, showing the abbreviation, in a percentage format, with an exactness of two decimal points, at least in the same size and in equal display, or shall be explained in a clearly understandable form.
[Section 9 (1)–(2) of Government Decree No 82/2010]

When collective investment instruments issued abroad are marketed and distributed in Hungary, the foreign investment fund or other collective investment trust is obliged to comply with the following information requirements, including prescriptions relating to the content structure and regular publication of the information note concerning distribution.

Open-ended investment units may be offered to the public on condition that the investment fund manager makes public, before marketing, a management policy drawn up according to Chapter I of Annex 3 of the Collective Investment Trust Act and approved by the MNB, and a prospectus containing the information in the layout defined in the template under Annex 5 of the Collective Investment Trust Act, key investor information according to Section 130 of the Collective Investment Trust Act, or instead of that it should publish the key information document under Regulation No 1286/2014/EU of the European Parliament and of the Council of 26 November 2014 on key information documents for packaged retail and insurance-based investment products (PRIIPs) (hereinafter: Regulation 1286/2014/EU) applied pursuant to Section 103(2a) of the Collective Investment Trust Act and the announcement under Section 104 of the Collective Investment Trust Act. Subscription of investment units shall be null and void if – with the exception under Section 105 (1) of the Collective Investment Trust Act – the units are marketed in the absence of a management policy, prospectus, key investor information, document containing key information or a public notice approved by the MNB.

It is not necessary to prepare the key investor information under Section 103 (2) of the Collective Investment Trust Act, if the investment fund manager prepares a document containing the key information under Regulation 1286/2014/EU.

Selection of investors by drawing among investors having subscribed investment units in the marketing process is prohibited, as well as the publication of any information to that effect in the documents and in the investment fund’s marketing communication.

Investment units of open-ended investment funds may be offered to the public upon publication of a public notice, which shall contain:
a) the number and date of the supervisory authority’s approval of the related prospectus,
b) a description of the investment units offered and the name of the issuing investment fund,
c) the quantity (amount) of investment units offered, their nominal value and selling price or the applied pricing method,
d) the approved duration of the marketing procedure and the locations where the investment units can be subscribed,
e) the method of offering and the terms of payment, and
f) information as to where, when and how the prospectus is published or circulated.

A subscription procedure is not required for the marketing of a new series of investment units by an open-ended investment fund that has already been registered.
[Sections 103 (2)–(2a) and (5), Section 104 and Section 105 (1) of the Collective Investment Trust Act]

Investment fund managers shall disclose essential details to the public on a regular basis of the financial position and the general course of business of the public investment funds they manage.

Investment fund managers shall discharge their obligation of disclosure of information on a regular basis in connection with publicly available closed-ended investment funds in accordance with Chapter V of the Capital Markets Act, taking into account the provisions of Regulation (EU) 2015/2365 on transparency of securities financing transactions and of reuse (SFTR).

Investment fund managers shall discharge their obligation of disclosure of information in connection with publicly available open-ended investment funds:
a) in the form of an annual report for each complete business year, 
b) in the form of a half-yearly report covering the first six months of the business year,
c) in the form of a monthly portfolio report.

The annual and half-yearly reports, and the monthly portfolio report shall be published within the following time limits, with effect from the end of the period to which they relate:
a) 4 months in the case of the annual report,
b) 2 months in the case of the half-yearly report,
c) by the 10th working day of the following month in the case of the monthly portfolio report,
on the understanding that annual and half-yearly reports shall be available to the public for at least a period of 5 years.

The annual report of a publicly available open-end investment fund shall include a detailed income and expenditure account for the investment fund, a report on the activities performed during the given period and other information provided for in Annex 6 of the Collective Investment Trust Act, and in Annex 7 of the Collective Investment Trust Act in the case of real estate funds and mixed funds, as well as any significant information which will enable investors to make an informed judgment on the development of the activities of the investment fund and its results.

The half-yearly report of a publicly available open-end investment fund shall include the information specified in Sections I–IV of Annex 6 of the Collective Investment Trust Act, and in Sections 2–3 of Annex 7 of the Collective Investment Trust Act in the case of real estate funds and mixed funds. Where an investment fund pays an interim dividend, the balance sheet must indicate the results after tax for the half-year concerned and the interim dividend paid or proposed. As regards the content of the yearly and half-yearly reports of publicly available open-ended investment funds, the provisions of Regulation (EU) 2015/2365 shall apply mutatis mutandis.

The monthly portfolio report shall include, relying on the last net asset value of the month:
a) a description of the portfolio broken down by main categories according to the investment objectives and limits set out in the investment policy (types of major assets, geographical diversification, currency diversification), or, if the investment policy contains no such limits, according to the types of major assets (shares, bonds, investment units, deposits, other),
b) the net total level of risk exposure (leverage) imminent in the investment assets as calculated in consideration of derivative transactions,
c) the list of assets (issuers) representing more than 10% of the portfolio,
d) the net asset value of the investment fund on the aggregate and for each investment unit.

Publicly available open-ended investment funds shall provide to investors periodic reports by way of the means specified in the prospectus, management policy and the key investor information document. A paper copy shall be delivered to the investors on request and free of charge. At the same time, such periodic reports shall be sent to the MNB and, upon request, to the supervisory authority of the Member State in which the investment fund manager is established.
(Sections 131–134 of the Collective Investment Trust Act)

In connection with the public offering of investment units the prospectus shall – in addition to what is set out in Annex 5 – include the information necessary for investors to be able to make an informed judgment of the investment proposed to them, and, in particular, of the risks attached thereto, including the information provided for in Regulation (EU) 2015/2365. The prospectus shall include a clear and easily understandable explanation of the investment fund’s risk profile. (Section 129 of the Collective Investment Trust Act)

The obligation of extraordinary disclosure of information of investment fund managers shall cover the publication on their website of the following information with respect to publicly available open-ended investment funds they manage, with paper copies made available at points of sale, and shall send such information to the MNB as well:
a) the notice of restructuring or merger, at the latest 30 days before the planned or proposed restructuring or merger;
b) the amendments to the investment fund’s management policy representing changes in its investment rules, at the latest 30 days before the effective date of such amendments;
c) the amendments to the management policy representing a reduction in the fixed period of maturity, at the latest 30 days before the effective date of such amendments;
d) the amendments to the investment fund’s management policy representing changes to the investors’ detriment in relation to charges for the redemption of investment units, or representing changes in the rules pertaining to the redemption of investment units if they entail any increase in the settlement or redemption period, at least 30 days before the effective date of such amendments;
e) the amendments to the investment fund’s management policy representing any restriction in the opportunities for the redemption of investment units – excluding the discontinuation or suspension of marketing – at least 30 days before the effective date of such amendments so as to permit investors to redeem their investment units before the amendments in question enter into effect;
f) any other amendment in the management policy on or before the effective date;
g) any decision to withdraw the authorisation of the investment fund manager, within 2 working days following the date when the decision on the withdrawal of the authorisation became definitive;
h) the decision to transfer investment fund management activities, within 15 days before it takes effect;
i) the date and the manner of payment of capital and dividends (if the investment fund’s management policy does not provide for automatic payment of dividends), on or before the due date;
j) the suspension or discontinuation of the marketing of investment units, including when marketing is resumed, the segregation of illiquid financial assets, including when segregation is terminated, immediately;
k) the notice of liquidation of the investment fund manager, within 2 working days after the ruling ordering liquidation becomes legally binding;
l) the notice of dissolution if the investment fund is terminated, at the same time when it is sent to the MNB;
m) with the exception of payment of dividends, the net asset value of each unit as compared to the previous net asset value, and, if a significant (more than 20%) drop occurs within three days if evaluated daily, an explanation for such a decline, within 2 working days from the time of occurrence;
n) any change in the place of publication used for publication obligations, at least 10 days before the effective date thereof;
o) any change in the distributors, on or before the working day immediately preceding the effective date of the change, or within 2 working days following the effective date of the change if the fund manager is notified after the fact that the list of distributors is reduced;
p) if the investment fund provides key investor information, any changes therein, at the time when the up-to-date version is made available to the investors;
q) any changes in the criteria stipulated in the MNB’s authorisation or in the approved management policy, within 2 days following the effective date thereof.

Investment fund managers shall discharge their obligation of extraordinary disclosure of information in connection with publicly available closed-ended investment funds in accordance with Chapter V of the Capital Markets Act.

The MNB may prescribe the deadlines for disclosure obligations on a case-by-case basis when it deems it necessary for the protection of the investors.

If the entry into force following publication does not take place within 60 days following receipt of the MNB’s authorisation, entry into force shall be permitted only if the authorisation procedure is repeated. (Section 139 of the Collective Investment Trust Act)

Means of compliance with the obligation of disclosure:

As regards the provisions on disclosure prescribed in the Collective Investment Trust Act relating to investment fund managers and to the investment funds they manage, it shall be satisfied, unless otherwise provided for by the relevant legislation:
a) via the website of the investment fund manager and the investment fund affected, and
b) by means of the officially appointed information storage mechanism, if the MNB provides such service in compliance with the obligation of publication prescribed in the Collective Investment Trust Act, with the exception of net asset values.
As regards the provisions on disclosure relating to depositaries and distributors prescribed in the Collective Investment Trust Act, it shall be satisfied on their own websites, or by means of the officially appointed information storage mechanism, if the MNB provides such service in compliance with the obligation of publication prescribed in the Collective Investment Trust Act. (Section 141 of the Collective Investment Trust Act)

The investment fund manager, or a depositary on its behalf shall publish the net asset value per unit of the public investment funds they manage, by way of the means specified in the investment fund’s management policy, for each day for which it is calculated, within 2 working days from the day when calculated.

The investment fund manager, or a depositary on its behalf shall provide access for the general public to information on past-performance of the public investment fund they manage, showing the net asset value of an investment unit. If the investment fund has been in existence for a period longer than 5 years, it shall suffice to make available the net asset value of an investment unit for the past 5 years.

Upon request of an investor, the investment fund manager shall provide information relating to the quantitative limits that apply in the risk management of the UCITS, to the methods chosen to this end and to the recent evolution of the main risks and yields of the instrument categories. (Section 136 of the Collective Investment Trust Act)

Contract terms which have not been individually negotiated shall become part of a contract only if they have previously been made available to the other party for perusal before the conclusion of the contract, and if the other party has accepted those terms.
[Section 6:78 (1) of the Civil Code]

The other party shall be explicitly informed of any general contract term that differs substantially from legislation or the usual contract conditions, unless it is consistent with the prevailing practice among the parties. The other party shall be explicitly informed of any general contract term that differs from the term prevailing earlier among the parties. The terms defined above shall form part of the contract only if the other party has expressly accepted them after being informed about them. [Section 6:78 (2)–(3) of the Civil Code]

Where a UCITS authorised in another EEA Member State markets or distributes its collective investment instruments in Hungary, such UCITS must comply with the provisions of the Member State where registered, on the understanding that it shall provide to investors within the territory of Hungary all information and documents which it is required to provide to investors in the UCITS home Member State. Key investor information shall be made available in Hungarian. Other information and documents shall be provided, at the choice of the UCITS, in Hungarian or translated into the language approved by the MNB, or into a language customary in the sphere of international finance. Key investor information shall be provided at the investors’ request at the time of conclusion of the contract free of charge and in writing. [Section 119 (1) of the Collective Investment Trust Act]

Following the notification procedure performed by the UCITS home Member State covering the adequacy of arrangements made for marketing, the UCITS shall send to the MNB before the commencement of marketing operations the distribution agreement between the UCITS and the distributor, where marketing is carried out by a contractor other than the investment fund manager. If an intermediary established in Hungary is also involved, the contract with such intermediary shall also be submitted. (Section 119 (3) of the Collective Investment Trust Act)

In the event of a change in the information regarding the arrangements made for marketing, or a change regarding share classes to be marketed, the UCITS shall give written notice thereof to the MNB before implementing the change. Furthermore, the UCITS shall notify the MNB of any amendments to the documents referred to in point b) of Section 117 and shall indicate where those documents can be obtained electronically.

In the case of cancelling the marketing in Hungary of collective investment instruments by an UCITS authorised in another EEA Member State, the competent authorities of the EEA Member State identified in the notification referred to in Section 118/A (4) of the Collective Investment Trusts Act, sent by the UCITS to the supervisory authority of its home Member State, the MNB shall have the same rights and obligations as the competent authorities of the UCITS host Member State as set out in Subtitle 71. Without prejudice to other supervisory powers referred to in Section 55 and Section 172 of the Collective Investment Trust Act, as from the date of transmission under Section 118/A (7) to the MNB by the supervisory authority of the UCITS home Member State, the MNB shall not require the UCITS concerned to demonstrate compliance with national laws, regulations and administrative provisions governing marketing requirements as referred to in Article 5 of Regulation 2019/1156/EU of the European Parliament and of the Council of 20 June 2019 on facilitating cross-border distribution of collective investment undertakings and amending Regulations 345/2013/EU, 346/2013/EU and 1286/2014/EU [Regulation 2019/1156/EU of the European Parliament and of the Council”]. [Section 119 (1)–(5) of the Collective Investment Trust Act]

Where an AIFM authorised in another EEA Member State distributes its collective investment instruments in Hungary, such AIFM shall comply with the requirements of the Member State having competence based on its place of settlement, on the understanding that it shall provide to professional investors within the territory of Hungary all information and documents which it is required to provide to investors in the AIFM’s home Member State.
The aforementioned requirements shall apply mutatis mutandis also upon the amendment of the information and documents specified there.

The MNB also authorises the marketing in Hungary of EU AIFs managed by AIFMs authorised in other EEA States to retail investors if the following conditions are met:
a) the EU AIF is classified by the Supervisory Authority as equivalent to the type of AIF registered in Hungary that can be distributed to retail investors, and
b) when distributing its collective investment instruments the AIFM authorised in another EEA State complies with the provisions of Chapter XVII of the Collective Investment Trusts Act.

In the event that an AIFM authorised in another EEA State cancels the marketing in Hungary of some or all of the AIFM’s collective investment securities managed by it, the MNB, as specified in a notification to the supervisory authority of the home Member State of the AIFM, equivalent to the notification under Section 121/B (3) of the Collective Investment Trusts Act, shall have the same rights and obligations as the supervisory authorities of the host Member State of the AIFM as set out in Subtitle 73. Without prejudice to other supervisory powers referred to in Section 60 and Section 177 of the Collective Investment Trust Act, as from the date of transmission under Section 121/B (7) of the Collective Investment Trust Act to the MNB by the competent authorities of the home Member State of the AIFM, the MNB shall not require the AIFM concerned to demonstrate compliance with national laws, regulations and administrative provisions governing marketing requirements as referred to in Article 5 of Regulation 2019/1156/EU of the European Parliament and of the Council.
[Section 121/A of the Collective Investment Trust Act]

1.3 ADVERTISING RULES

Any corporation that is engaged in activities governed by the Capital Markets Act must include its license number and an indication of its exchange membership in all business documents and commercial communications published in a written form (printed or electronic format). (Section 364 of the Capital Markets Act)

It is prohibited to use any information relating to investor protection or to the Investor Protection Fund for the purpose of soliciting more investments holdings, in particular for advertisements. (Section 214 (4) of the Capital Markets Act)

If the interest, concrete yield or any charge relating to the transaction appears in the offer submitted for the securities transaction or in the commercial communication, the rate of EHM shall also be indicated directly after it, showing the abbreviation, in a percentage format, with an exactness of two decimal points, at least in the same size and in equal display, or shall be explained in a clearly understandable form.
[Section 9 (2) of Government Decree No 82/2010]

1.4 CONFIDENTIALITY AND DATA PROTECTION

‘Securities secrets’ shall mean all data and information that is at the disposal of an investment firm, an operator of multilateral trading facilities or a commodity dealer concerning specific clients relating to their personal information, financial standing, business operations and investments, ownership and business relations, and their contracts and agreements with any investment firm or commodity dealer, and to the balance and money movements on their accounts.
(Section 4, Point 27 of the Investment Firms Act)

All data and information that is at the disposal of an investment fund management company, a venture capital fund management company, the stock exchange, the central securities depository or central counterparty concerning specific clients relating to their personal information, financial standing, business operations and investments, ownership and business relations, and their contracts and agreements with any investment fund management company, venture capital fund management company, the stock exchange, the central securities depository or central counterparty and to the balance and money movements on their accounts shall be construed as securities secrets.

For the purposes of legal provisions pertaining to securities secrets, any person who receives services from an investment fund management company, venture capital fund management company, the stock exchange, the central securities depository or central counterparty shall be considered a client. [Section 369 (1)–(2) of the Capital Markets Act]

Investment firms and commodity dealers, and the executive officers and employees of investment firms and commodity dealers, and any other person affected shall keep confidential any securities secrets made known to them in any way without any limitation in time.

Investment firms and commodity dealers may disclose securities secrets to third parties, upon notifying the client affected, only if:
a) so requested by the client to whom it pertains or his lawful representative in an authentic instrument or in a private document representing conclusive evidence expressly indicating the particular data, which are considered securities secrets, to be disclosed; it is not necessary to make the request in an authentic instrument or in a private document representing conclusive evidence, if the client provides a statement to that effect as an integral part of the contract with the investment firm or commodity dealer,
b) the regulations contained in Section 118 (3)-(4) and (7) of the Investment Firms Act provide an exemption from the requirement of confidentiality concerning securities secrets, or
c) deemed necessary in light of the interests of the investment service provider or commodity dealer for selling its receivables due from the client or for the enforcement of its outstanding receivables.
[Section 118 (1)–(2) of the Investment Firms Act]

Any person holding any business or securities secrets shall be subject to the requirement of confidentiality indefinitely, unless otherwise prescribed by law. All facts, information, solutions or data classified as business or securities secrets may not be disclosed to any third person, other than those authorised under the Capital Markets Act, without the consent of the client to whom it pertains, and may not be used for any purposes other than those authorised under the Capital Markets Act.

Any person who is in possession of business secrets or securities secrets may not use them to acquire any advantage, either for himself or for any third party, whether directly or indirectly, or to cause any injury to an investment fund management company, a venture capital fund management company, the stock exchange, the central securities depository or central counterparty, or to their clients. (Section 371 (1)-(3) of the Capital Markets Act)

1.5. SAFEGUARDING THE CLAIMS OF CLIENTS

Investment firms must use the financial instruments and funds held for or belonging to their clients for the purposes as instructed by the clients. Investment firms may not use the financial instruments and funds they manage and those held for or belonging to clients as their own in any way or form, and shall provide adequate facilities to ensure that their clients have access to their financial instruments and funds at any given time.
[Section 57 (1)–(2) of the Investment Firms Act]

With the exception set out in Section 58 (2) of the Investment Firms Act, investment firms may not use financial instruments held for or belonging to a client.

An investment firm may be allowed to use the financial instruments of a client if having in possession the client’s prior written consent for use of the financial instruments, covering also the specific purpose of use.

An investment firm may be allowed to enter into arrangements for securities financing transactions in respect of financial instruments which are held on behalf of a client in an omnibus account maintained by a third party, or otherwise use financial instruments held in such an account for their own account or for the account of another client, if, in addition to the conditions set out in Section 58 (2) of the Investment Firms Act:
a) each client whose financial instruments are held together in an omnibus account has given prior express consent in accordance with Section 58 (2) of the Investment Firms Act, or
b) the investment firm ensures that only financial instruments belonging to clients who have given prior express consent in accordance with Section 58 (2) of the Investment Firms Act are so used.

The records of the investment firm shall include:
a) details of clients on whose instructions the use of the financial instruments has been effected, and
b) the number of financial instruments used belonging to each client who has given his consent, so as to enable the accurate assessment and correct allocation of any loss.
[Section 58 (1)–(4) of the Investment Firms Act]

Investment firms are required, on receiving any client funds under an agreement within the framework of investment service activities or ancillary services or upon the execution of a client order, promptly to place those funds – held for or belonging to the client – into one or more accounts opened with any of the following:
a) a central bank,
b) a credit institution, or
c) a credit institution authorised in a third country to engage in the activities of credit institutions, or
d) a qualifying money market fund.
[Section 60 (1) of the Investment Firms Act]

The earnings of the account holder shall be recorded on the client account, and payments charged to the account holder shall be made from the client account. Client accounts shall contain separate columns for receivables and liabilities arising in connection with spot transactions, options and forward transactions. 
[Section 147 (1) of the Capital Markets Act]

1.6 MANAGING CUSTOMER ORDERS 

The investment firms engaged in the activity specified in Section 5(1)b) of the Investment Firms Act shall, when executing client orders:
a) ensure that orders executed on behalf of clients are promptly and accurately recorded and allocated,
b) carry out otherwise comparable client orders promptly in the sequence of receiving the order, with the exception set out in paragraph (2), and
c) promptly inform the retail client if it obtains knowledge of any circumstances that hinder the execution of the order.
The requirement of carrying out client orders promptly shall not apply
a) to limit orders submitted by clients,
b) where the order cannot be executed under the prevailing market conditions, or
c) it would prejudice the interests of the client.
[Section 64 (1)–(2) of the Investment Firms Act]

1.7 REGULATIONS FOR INDIVIDUAL CONTRACTS

Securities lending agreements can only be concluded for a definite term with parties who do not qualify as institutional investors.
Securities lending and/or borrowing may be transacted only in possession of a securities lending and/or borrowing framework contract with the owners of such securities, or a securities lending contract.
Securities lending and/or borrowing framework contracts and securities lending contracts cannot be incorporated into any other contract made between the owner of securities and the borrower of the securities.

Securities lending and/or borrowing framework contracts and securities lending contracts must contain:
a) the description, ISIN code and the series of the securities lent or proposed to be lent;
b) the quantity of the securities lent or proposed to be lent;
c) with respect to framework contracts, the period to which the securities lending contract pertains;
d) the duration of securities lending (fixed or indefinite term, including the date of expiry for the former);
e) the amount of lending charges;
f) a clause stipulating that the lender shall not be entitled to exercise the rights in and relating to the securities in question under the life of the contract; and
g) in connection with shares, an agreement of the parties for the exercise of voting rights.
When securities are lent under a framework contract, the investment firm or credit institution participating in the transaction shall notify the owner of the securities that his securities have been transferred under lending arrangements, indicating the quantity and the duration. [Section 168 (4) and Section 170 of the Capital Markets Act]

Although the rules and principles pertaining to calculating, presenting and publishing the performance or yield achieved on the portfolio managed by the provider of portfolio management services (Annex 3 to the Investment Firms Act) should also form part of the rules relating to providing information for investors, they are special, because their activity is related to a set of invested assets rather than to individual investment vehicles.

1.8 EMPLOYMENT OF INTERMEDIARIES

Investment firms and commodity dealers may carry out investment service activities or provide commodity exchange services through intermediaries. The following may function as intermediaries: tied agents or investment firms.
Investment firms and commodity dealers shall bear full responsibility for the activities of their intermediaries, and for compliance with the provisions of the Investment Firms Act.

An investment firm may enter into an agreement concerning intermediary activities
a) with a tied agent who has a registered office, permanent or temporary residence in the territory of Hungary, and who is listed in the MNB’s register described in Section 159 (2) of the Investment Firms Act, or
b) with a tied agent who has a registered office, permanent or temporary residence in another EEA Member State, who is authorised by the competent supervisory authority of the country where established for the activities in question, or who is registered by the MNB under Section 159 (3) of the Investment Firms Act.

Commodity dealers may conclude an agreement concerning intermediary activities only with a tied agent covered by Paragraph a).

Upon entering into an agreement with an investment firm for the mediation of investment service activities, ancillary services or commodity exchange services, investment firms and commodity dealers shall notify the MNB thereof within 5 working days following the conclusion of the agreement, accompanied by a copy of the contract for such services.

Subject to the exception set out in Section 114 (2) of the Investment Firms Act, activities for the intermediation of investment service activities, ancillary services or commodity exchange services may be carried out by a tied agent, acting as such, who is listed in the MNB’s register described in Section 159 (2) of the Investment Firms Act, and who is able to meet the conditions set out in Sections 111–116 of the Investment Firms Act.

Intermediaries established in other EEA Member States may engage in operations in the territory of Hungary in the form of cross-border services, or may set up a branch if authorised by the competent supervisory authority of the country where established for the activities in question, or if registered by the MNB under Section 159 (3) of the Investment Firms Act.

The MNB shall register – upon request – any tied agent who is able to meet the conditions laid down in the Investment Firms Act and in specific other legislation adopted by authorisation of the Investment Firms Act. [Sections 111, 113 and 114 (1)–(3) of the Investment Firms Act]

In the course of the continuous distribution of the investment units the investment fund manager may rely on the services of an intermediary for the sales and redemption of the investment units. The provisions of Sections 111–116, Section 123(1)e), Section 123(4)a) and Section 159(2)–(4) of the Investment Firms Act shall be applied to the intermediary. The distributor shall be liable for the activity of the intermediary in the same way as for its own activity.
(Section 112 of the Collective Investment Trust Act)

The UCITS manager may also act as an intermediary for the activity of marketing collective investment instruments and distribution of collective investment instruments managed by the UCITS manager.
[Section 6 (3) of the Collective Investment Trust Act]

The AIFM may perform the distribution of collective investment instruments and the distribution of collective investment instruments managed by the AIFM, specified in paragraph (2)b) also as an intermediary.
[Section 7 (4) of the Collective Investment Trust Act]



1.9 COMPLAINT MANAGEMENT

The service provider shall provide the client the opportunity to lodge complaints regarding its conduct, activities or omissions in verbal (in person or by telephone) or written form (in a written document submitted in person or by another party, by mail or e-mail). The service provider shall not charge customers for the investigation of complaints.

All complaints lodged by telephone and the conversation between the service provider and the consumer shall be recorded, and the recording retained for a period of five years. The client shall be informed thereof at the start of processing by telephone. At the request of the client, a sound recording shall be replayed, and, as requested, a certified report on the sound recording, or a copy of the sound recording shall be made available free of charge within twenty-five days. 

The service provider shall archive the complaint and its reply issued thereto for a period of five years and present them at Supervisory Authority’s request. The service provider shall appoint a contact person in charge of consumer protection matters and report any changes in the appointed person or their particular to the Supervisory Authority within fifteen days.
(Section 121 of the Investment Firms Act)

UCITS managers shall provide facilities for their investors to submit any complaint they may have relating to the UCITS fund manager’s conduct, activity or any alleged infringement orally or in writing, free of charge. UCITS fund managers shall allow investors to file complaints in the official language or one of the official languages of the place where the collective investment instruments are marketed.

Where complaints are handled by telephone, the UCITS manager shall record the conversation between the UCITS manager and the complainant and shall retain this recording for a period specified in its internal regulations but in any case for at least 5 years. The complainant shall be informed thereof at the start of processing by telephone. At the request of the complainant, a sound recording shall be replayed, and, as requested, a certified report on the sound recording, or a copy of the sound recording shall be made available free of charge within twenty-five days. 

The UCITS fund manager shall retain the complaint and the response to it for a fixed period, which shall not be shorter than 5 years, and present it upon the request of the Supervisory Authority.
(Section 23 of the Collective Investment Trust Act)

[bookmark: _GoBack]The crypto-asset service provider shall provide the customer the opportunity to lodge complaints regarding its conduct, activities or omissions in verbal form (in particular, in person or by telephone) or written form (in particular, a written document submitted in person or by another party, by mail or e-mail). 

Where complaints are handled by telephone, the service provider shall record the conversation between the crypto-asset service provider and the customer, and shall retain this sound recording for a period of five years. The customer shall be informed thereof at the beginning of the telephone consultation. At the request of the customer, a sound recording shall be replayed, and, as requested, a certified report on the sound recording, or a copy of the sound recording shall be made available free of charge within twenty-five days.

The crypto-asset service provider shall archive the complaint and its reply issued thereto for a period of five years and present them at MNB’s request.

The crypto-asset service provider shall not charge customers for the investigation of complaints.

The crypto-asset service provider shall appoint a contact person in charge of consumer protection matters and report any changes in the appointed person or their particular to MNB within 15 days.

Complaints shall be managed in the Hungarian languages unless the service provider and the customer have agreed in a different language.
[Section 10 (1)–(6) of Act VII of 2024 on the Crypto Assets Market]

According to Section 121(1) of the Investment Firms Act, the service provider shall accept
(a) oral complaints on the premises open to all customers during business hours or in the absence thereof, at its registered office between 8:00 a.m. and 4:00 p.m. on every working day;
(b) oral complaints lodged on the phone on every working day from 8:00 a.m. to 8:00 p.m. on at least one working day per week;
(c) written complaints lodged electronically on a continuous basis, providing an alternative avenue in the event of malfunction.

The service provider shall, if complaints are handled via phone, ensure call receipt and administration within a reasonable waiting time.

The service provider shall immediately investigate oral complaints and take the necessary corrective action. If the customer disagrees with how the complaint is handled, the service provider shall draw up minutes of the complaint and its relevant position and hand over one copy to the customer in case of oral complaints or send one copy to the customer – together with the reply – in case of complaints lodged by telephone, and otherwise proceed in accordance with the provisions governing written complaints.

If the complaint cannot be immediately addressed, the service provider shall draw up minutes of the complaint and hand over one copy to the customer in case of oral complaints or send one copy to the customer – together with the reply – in case of complaints lodged by telephone, and otherwise proceed in accordance with the provisions governing written complaints.

The service provider shall send its position regarding the written complaint, along with an explanation, to the customer within 30 days of the lodging of the complaint.

During complaint management the service provider shall act in a way that financial consumer legal conflicts are avoided as much as the circumstances allow.

If the complaint is rejected, the service provider shall notify the customer of the option to initiate consumer protection proceedings at the MNB in the event of the violation of the consumer protection provisions defined in Act CXXXIX of 2013 on the Magyar Nemzeti Bank or in the case of a legal dispute concerning the conclusion, validity, legal effects or termination of the contract, as well as of a breach of contract and its legal effects he may bring the matter to court or initiate the proceedings of the Financial Arbitration Board (FAB), if he qualifies as a consumer according to the rules on FAB proceedings. The service provider shall notify the consumer if he has made a general subjection statement, and specify the registered address of the FAB, along with its phone number and internet and postal address. Furthermore, upon the consumer’s separate request, it shall submit the request form that has been compiled by FAB and made available for the service provider.

The service provider shall draw up complaint management regulations, outlining the effective, transparent and quick management of customer complaints, the related complaint management procedures and the related record-keeping (hereinafter: complaint management regulations). In the complaint management regulations, the provider shall inform customers on the location, mailing address, e-mail address, phone number and fax number of the complaint management function concerned.

The service provider shall keep records on customer complaints and the action taken to resolve and address the complaints. The complaint management records shall include
(a) a description of the complaint, the underlying event or fact forming the grounds for the complaint,
(b) the date of the lodging of the complaint,
(c) a description of the action taken to resolve or address the complaint, or the grounds for rejecting the complaint,
(d) the time limit for implementing the measures and the person responsible for implementation, and
(e) the date of reply to the complaint.

The service provider shall publish its complaint management regulations on its website and in the customer area of its premises, or in the absence thereof, at its registered office.
[Government Decree No 435/2016 (XII. 16.) on the Detailed rules pertaining to the complaint management procedure of investment firms, payment institutions, electronic money institutions, voucher issuing undertakings, financial institutions and independent financial service intermediaries, and to their complaint management policies]

According to Section 23 (1) of the Collective Investment Trust Act, the UCITS manager
a.  accept oral complaints at premises open to all customers during business hours or in the absence thereof, at its registered office between 8:00 a.m. and 4:00 p.m. on every working day;
b. accept oral complaints lodged on the phone on every working day from 8:00 a.m. to 4:00 p.m., but at least one working day a week from 8:00 a.m. to 8 p.m;
c. accept written complaints lodged electronically on a continuous basis, providing an alternative avenue in the event of malfunction.

The UCITS manager shall, if complaints are handled via phone, ensure call receipt and administration within a reasonable waiting time.

The UCITS manager shall immediately investigate oral complaints and take the necessary corrective action. If the complainant disagrees with how the complaint is handled, the UCITS manager shall draw up minutes of the complaint and its relevant position and hand over one copy to the complainant in case of oral complaints or send one copy to the complainant – together with the reply – in case of complaints lodged by telephone, and otherwise proceed in accordance with the provisions governing written complaints.

If immediate investigation of the complaint is not possible, the UCITS manager shall draw up minutes of the complaint and hand over one copy to the complainant in case of oral complaints or send one copy to the complainant – together with the reply – in case of complaints lodged by telephone, and otherwise proceed in accordance with the provisions governing written complaints.

The UCITS manager shall send its position regarding the written complaint, along with an explanation, to the complainant within 30 days of the lodging of the complaint.

Upon rejecting the complaint, the UCITS fund manager shall inform the complainant in its response that concerning his complaint he may initiate the proceedings of the MNB, acting within its duties related to the supervision of the financial intermediary system, or of the FAB depending on the nature of the complaint and whether the complainant files his complaint in his capacity as an investor or customer. Depending on the foregoing, the customer shall be provided with the postal address of the Supervisory Authority or the registered office, phone number, website and postal address of Financial Arbitration Board.

The UCITS manager shall draw up complaint management regulations, outlining the effective, transparent and quick management of complaints, the related complaint management procedures and the related record-keeping (hereinafter: complaint management regulations). The UCITS manager shall display its complaint management regulations at its premises open to customers and investors, or in the absence thereof, at its registered office, and publish them on its website.
[Government Decree No 438/2016 (XII. 16.) on the complaints handling procedure and the detailed rules of the complaint handling regulation of the UCITS fund management company] 

The investment firm and the UCITS fund manager (hereinafter collectively: service provider) shall investigate the complaint in full and provide the customer or investor (hereinafter collectively: customer) with a response to his complaint concerning the service provider’s conduct or omission prior to concluding the contract, concerning the conclusion of the contract or – during the existence of the contract – concerning to service provider’s performance, and concerning the termination of the contractual relations and its thereafter (hereinafter: complaint).

Should it need further information for the examination of the complaint, the service provider shall, without delay, contact the customer for the necessary details.

If the service provider operates a website for the fulfilment of its statutory obligations, the service provider shall make available, on its webpage, the template form published on its website by MNB, for the submission of the complaint. The service provider shall also accept written complaints accepted in a different form.

If the customer does not send its written complaint to the address of the organisational unit in charge of complaint management defined in the complaint management regulations, or if the customer does not submit its written complaint to the dedicated staff member at the service provider’s premises open to customers, the service provider shall immediately forward the complaint, following its receipt, to the organisational unit in charge of complaint management.

After the oral complaint is received, the service provider shall inform the customer about the contact data of the organisational unit that is involved in the further processing thereof, and shall, in the case of complaints lodged on phone, notify the customer of the complaint’s identifying data.
Unless it is otherwise required by the customer, the service provider shall submit its reply, alongside its reasoned position, electronically, through the same channel as was used for the complaint’s submission, if the customer
a. has sent the complaint from an electronic address that had been notified for liaison and registered by the service provider, or
b. has filed the complaint on an internet portal operated by the service provider, which is only accessible by the service provider’s customer.

The above shall not apply if the service provider fails to ensure
(a)	the fulfilment of the legislative conditions as prescribed in connection with the sending of the package that the response is included in or
(b)	the protection of the data, protected by privacy rules and regulations, against unauthorised third persons.

The financial institution, the agent responsible for the independent mediation of the financial service, the investment enterprise and the UCITS asset manager shall, in the case of an oral complaint lodged on phone, act as could be expected in such a situation so that the customer service representative could become available within five minutes after the live voice call of the customer service representative was successfully started.

After the thorough investigation of the complaint, the response shall in detail specify the findings of the comprehensive investigation, just like the measures to take for the settlement of the complaint, and the reason of dismissal in case the complaint is rejected. Additionally, the reply shall contain the exact wording of the contract terms and conditions, as well as the regulation and constitution applicable to the subject of the complaint, if applicable. The service provider’s reply shall be clear and unambiguous.

In the event the customer repeatedly files a complaint with the same content as was rejected, and the service provider still maintains its earlier position, its obligation of response may also be fulfilled by way of referring to the previous reaction or by providing information in accordance with a complaint dismissal procedure.

In the case of the dismissal of a complaint, the service provider shall notify the customer qualifying as a consumer of whether the complaint:
a. was geared towards the resolution of a legal dispute pertaining to the conclusion, the validity, legal effects or termination of the contract, or breach of contract and the legal effect thereof, or
b. the investigation of the violation of the consumer protection provisions laid down in the MNB Act.

If, according to the service provider, the complaint also covers points (a) and (b), as described above, customers qualifying as consumers shall be informed about which parts of the complaint fall under point (a) or (b).

Upon any such customer’s request, the service provider shall, without delay, freely dispatch the templates that have been published on the MNB website for the submission of a request with the intention to initiate the FAB (Hungarian Financial Arbitration Board) procedure or the MNB procedure for consumer protection control.

If the complaint of the customer, qualifying as a consumer, has been dismissed, the service provider shall, in its response, indicate the FAB headquarters, its phone number and internet as well as postal address, along with the postal address and phone number of the MNB’s customer service set up to receive financial consumer protection petitions. In addition, it shall also indicate the template’s electronic accessibility, and inform whether the consumer may make a request for the free-of-charge dispatch of these templates by the service provider. Herein it shall specify the service provider’s phone number, electronic mail and postal address in order to enable the notification of the consumer’s need for template postage.

The service provider shall publish information about the above in a clearly visible location suitable for adequate notification.

The service provider shall send its reply to the customer in a manner that allows the identification of the recipient and the recipient’s address to which the reply was sent, and furthermore conclusively certifies the fact and date of sending.

In the case of an electronic response, the fulfilment of the above conditions may be ensured by a closed, automated logging system that is equipped with protection against any subsequent amendment. Therein the system records the dispatch of the electronic mail, along with the date of delivery, the recipient and the electronic print of the contents of the response.

If legislation stipulates the drawing up of minutes, the minutes shall contain at least the following elements:
a. the customer’s name;
b. the customer’s address, registered office and mailing address, as necessary,
c. the place, date and method of lodging the complaint,
d. the name and address of the service provider affected by the complaint,
e. the detailed description of the complaint, separately specifying the respective items of the complaint, 
f. the number of the agreement targeted by the complaint, and the customer number,
g. a list of the documents and other evidence presented by the customer,
h. the location and time of the minutes, and
i. in the case of personal oral complaints, the signature of the administrator who made the records and that of the customer.

The service provider will follow-up the complaints based on the records and
a) will, within reasonable intervals, arrange them by topic,
b) present and identify the underlying facts and events of the complaint,
c) examine whether the facts and events specified in point (b) could have any impact on other procedures, products or services,
d) initiate action to address the facts and events specified in point (b) and
e) summarise recurring or systemic issues and legal risks.

The service provider will publish its complaint management rules in a clearly visible and attractive way, and post it in the customer areas on its premises. Furthermore, in the event it maintains a website under its statutory obligations, it shall publish these regulations on the homepage under a separate menu for complaint management.
[MNB Decree No 66/2021 (XII. 20.) MNB on the Detailed Rules of Forms and Methods of Complaint Processing Procedures of Financial Organisations]
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