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BY FACSIMLE 
FOLLOWED BY HA DEUVRY 

Jack W. Murhy 
Asate Diecor
 

and Chief Counl . 
Division of . 
 Investmert- Mangeent 
Seties and Exchge COmmssion


. Judici Plaza 
450 Fif Strt, N.W.
 
Washigton, DC 20549
 

Re: Morga Greel Investment T rut:
 
European Small Cap Equity Fund and
 
Interntional Small Cap EqJlity Fund
 

Dear Mr. Murhy: 

We are wrtig on behalf of Deutse Ban AG, Morga Grenel As
Mangement Ltd. ("MGAMfl) and Morgan Grenell Investment Tnit (the 'trut"), an 
investment company regitered under the Investment Company Act of 1940, as. 
amended (the "1940 Act") of which the European Smal Cap Eqty Fund 


Interntional Smal Cap Equity Fund are series (the European Smal Cap Fund andand the

the IntemationaI Small Cap Fund, collectively, the "Funds").
 

We sek your assurance that the staff of the Diviion of Investment
Magement (the "Staff') wi not recom.end enorcement action under
 
Setion 17(a) of the 1940 Act againt Deutse Bank AG, MGAM, the Trot
 
or the Funds if MGAM purchases froIJ the Funds the serities describe below.
 

Deutsche Ban AG, Morgan Grenfell"In:vestment Services Ltd. C'MGIS"), the 
Funds' London-based investment adviser, the Trust and the Funds feel strongly 

, il t the proposed transactions 
 are in tl$ best intereSts of the Funds and their 
)shareholder and that the proposed tranactions would be consistent with prudent 
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portfolio mangement of the Funds, and tht under the unusual cicutance
presnted, a no-action. position is approprite in th mattr. 

i. Background on the Pares, the Investigation, the Secuties and the
 

P~posed Tr.actions
 

1. The Partes
 

MGIS is regitered as an in'Vesent advisr under the Investment Advi 
Act of 194, as amended (th "Advi Act") (Fe No. 801-128). MGIS is a wholly-

own subsidia of MGAM, an invesent mageent servce holding company
 
which is in tu an ìndirçt wholly-owned SUbsidiary of Deutse Ban AG. 
Dets Ban AG, a publicly held Germ ban is the Iai:t ban in Gey and
one of the lagest ban in the world. 

The Trut Was orga as a Delaware busines trt by a Deartion of 
Trut date Seteber 13, 1993. Th Trut is a sees investment COmpany with
 

18 sees, including the Funds. The Trot's regitrtion statement Was deced 
efve uner the Seties Act of 1933, on Janua 3, 1994 (Fil NoSe 3304;

811-80). 

The investment objecve of each of the Funds is to m.e capital
 
apprection 1h Eurpe Sma Cap Fund pur th objecve by invesg

priy in equity an equity relate seti of sm caitation companes
located in European countres. The Internationa Sma Cap Fund pures th

objeve by investig priarily in equity and equity reate seties of smal

capitalition compaies located in countres other than the United States. 

The Eurpea Small Ca Fun, wh coence options on November 1,

1994, had net assets of approxiatey $9.8 Millon as of Augut 30, 1996. The 
European Sma Cap Fud ha two sharelders (excludig nomial se capita
 
investe by its admator and a nomial investment by an employe of Morg 
Grenell Capital Mangement, Inc. (ltMGCM'), a U.S.-based investment advir
 

retere under the Adviss Act (File No. 801-271)and a subsidiar of MGAM).

Th two shareholdtt are large Intitutional investors. There has be only One 
purchas or redemption tranactn in shar of the Europe Small Cap Fund from 
June 1 to September 5, a redemption that occured on Augut 8, 1996... .
 
) The futernationl Sma Cap Fun which commened Opertions on January 3,
 
1994, had ne as of approxiately $107,825,621 as of Augut 30, 1996. Th
 

Intetinal Small Cap Fund has 16 shareholders (excludig nomil se capital
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investe by its admitrtor). Of thes, 12 ar intitutional shareolders, one is an
 

omnbus account held of reord by an unafated investment advir, and the
 
remaig thee are employee or officers of MGC. Ther have be 14 purchass
or reemptions of the Inteationa Small Cap Fund's shaes betwee Jun 1 and 
Setember 5, 1996. 

2. The Investii:tion
 

MGAM ha be conductg an internal investigation in conjuncton with the
UK Inves1mt Mangeent Regutoiy Qartion ("O"¡ COce the
 
citaes ledi to th supeion of trading in ce no-U.s. op-.d

fuds mange by MGAM aftes. Two of these non-U.S. fuds ar U.K unt
trts managed by Morgan Greell Unit Trut Maagement Ltd. ("MGU') and
the thd is an Irh fu ma by Morg G-ill Intetina Fuds
Management Lite ("MGIF"). Each of MGIS, MGtn and MGIF are "sister" 
subsidiares of MGAM. 

Tradig in thos no-U.s. fuds was SUpeed as a reult of th diovei
 
that th fu had sicat holdig: of unte seti th vauati of some

of wlch Wer quetible as a ret Of possible inguties involvig Mr. Peler 
Young, the portli mage of two of th fuds. It was ag wi th fuds'
 
indepndent trtee that only seties whose price could be validated on an
 
onging, fai and veriable basis and in accordance with applicable reglations


should be reined in th fu. A tea comprig anys of MGA Dets 
Morga Gre Group Compli. 
 and Mo Grell Deelmet Capitäsupported by Ernt &: Young, anlyz al of the unlte seties in thes fuds.
 

Th team collected al in-hous rearch material on 


additina innntion as Was redily avaiable fr any appropriate outsde sour.
 
The te sought to establih tht an indepdent th par price Was avaible for


the companes and such

each sety. Th was gey eviden by a scree quote Wh the price or 
value of th sety could not be inependently veried in the tIe avaible, or wa
 

depedent solely upon dirct input from certain" brokers, notably Fiba Nordic 
Seurties (fuer described below), the team generally recommended that the
 

sety be purchase from the th fuds. Where convertble seties were
 
convertble into listed seurties and tlie conversion formula could 


securties were retained With the fuds. 
be veried those
 

The valuations of the unted seurities, as of Augut 30, were teted in th 
'ray becUS of thir bein the fi valuations used priorto th SUSion of

/trading of shares 
 of the thee fuds. In order to eliinate uncertaities in the 
valuations of thes fuds' portfolios, Deutsche Bank AG, the ultiate parent of
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MGAM MGIS, MGU and MGlF, acquied frm thes fuds cert unte
 
seties tht could not satify the retention crteri desbe above. Thes 
pur we made betw Augut 30 


and Sete 5, dur th suspeion of
trdig in th fuds' shares. The valuation for thes purchas was tht

dete as of the clos of bus on Augut 30, 199. "T Augut 30 valuation 
of thes seties was determed by th team's COnsderg a varet of factors
 

in hirica and prec ear, Saes, prouct, magement and ree
vant nikets, the natue and qualty of th isuer's asts, the cost of the seties'
 

intial pur and developments since tht date. Bas on the inormation then

availe, it wa dete by MGA tht th váluation of Augut 30 was at leat 
fa to th fuds. Dels Ban AG als underk to compete th non-U$.

fuds and/or th wuthol!ien if ÚTti Wer disVer subseuently 
concerng the origi mvestment decion to purchas thes seties or which
 
other indicated the- Augut 30 valuation Was not fair to thes fuds. Th

reslutin wa prepar in close coultation with iMO and Was aCcte by th 
fuds' trtee. Tradig in these non-U.S. fuds resumed on September 5, 199.
 

3. The Securi~
 

(a) Alulux and Sandvest
 

In th cour of its investitin, MGI intiy dier tht th Eurpe
Sma Cap Fun he in its porli ~o of th sa serities held by th non-U.s.
fuds tht ar the subjec of th c:t investition an tht Wer pur by
Dets Ba AG frm th non-U.s. fuds. "T Eurpe Si Cap Fund 
. pur th seties, eqty sh of AIuiux Mig r AIulux") an Sadvest

Petr ("dvest') on Ma 22, 199. Neithr sety Was held by th
 
Interntiona Smal Cap Fund. The purchas amounts Were as follows:
 

Issuer Ag2regate Price 
Ahùux 

$311,533.69 
Sandvest 

$38.807.61 
TotaL $620,31.30 

Alulux and Sandvest are Lu.embonrg regitei;ed companes which 'Were 
represnte to be engaged in the busines of developing cerain proces for the
 

ptacton of oil and mineral_ "T seties are denomiate in Detsmarks and
-wer clasifed at the tie of purhas as "unted" serities as thy were not lited 
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on any exchange but they wer exed 
 to be lite on a reogniz Europeanexchge within twelve (12) month of the purchas date. 

The seties were purchas frm their respetive issuer. FIANordic 
Seties ("FIA"), a U.K.-bas broker-dealer subje to reguation under the U.K.

Financial Sece Act (the "FSA"), act as agent for MGIS, MGU and MG.I in
their respeve purch. 

Beuse there was not yet any trditional market for the seties they have 
be considered ilquid for pur of the European Smal Cap Fund's ilquidity

lits. 

Mr. Stewar Arer, along with Mr. Jonathan Wild, had seed as a portolio
 
manager for the EuroPean SmaI Cap Fund throughout the relevant peod. 


1Mr. Arer is a direor of MGIF and has ben "seonded" to MGis though an 
intercompany arrangement. Mr. Aner focu on European seties other th

U.K seties and Mr. Wild foc on U.K securties. As such, the decions to 
purchse AIUiux and Sadvest were Mr. Arer's reponsibilty. Mr. Pete Young,
who is a foc of the cuent investigation and who ha be suded by MGl, 
has had no responsibilty for investment decions of the Europea Smal Cap Fund 
and ha no direc afation with MGIS or the Fund. Mr. Armer did di thes
 
seties, however, with Mr. Young who had expresse a very favorable view of
 
them. 

. The seties had bee valued by the European Smal Ca Fund bas on
valuations supplied by; (a) FIA from. their purch in March, 199 though July 12, 
1996; and (b) ICE Seties C1CE"), a U.K. broker reglated under the FSA,
 

threafer. The deciion Was made in July of 1996 to uti ICE beus of 


knowledge of Alulux and Sadvest fOllOwing ICE's appointment by each company to
ICE's
act as its agent in sekig litigs on a reogned European stock exchge. Each of 
FIA and ICE valued the secuties on the basis of asst valuations in the loc 
cuency. Each is independent of MGIS and its affiiates. 

..In th cOui of MGIS' contiuing investigation, it was belied tht Mr. Aner may
have violated MGI' staf dealig rules will repet to a serity in hi persna account. TI sety 
bear no relationp to Ah.ùux, Sadvest 01' any gf the other unte seriti in th Eurpe Si
 

\ Cap Fund's portolio. The decion was made tdsusnd Mr: Armer and rela hi with Mr. Jul

J Johnon, an expeence MGIS portolio manger. as co-portolio niger with Mr. Wild. Th

/ continues to be no evence tht Mr. Armer was involved in the possile ireguti tht ar th
 

foc of the investigation. 
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The aggegatevalue of the seties (as detrmed by the sae procedures
 
us with re to the non-U.s. fuds' holdigs) as of the close of business on
 
Au.gut30 and the pecentage of the European Smal Cap Fund's total asts on that
 

date are as follows: 

Issuer A~~e2al: Value
 % of ToW Assets 
Alulux $171,071.77 

1.7%
Sandvest 94.98S.ID 

1.0% 
Total $266,057.. 2.7% 

A telephoruc m~tíg of the Trut's Board of Trutee Was convened at 
9:30 A.M. New York Time on Septebe 4 to di th investigatin geeraly and
 
Alulux and Sandvest specificaly. At that meetig MGIS inormed th Board tht

Dets Ban AG, diecy or thugh an affite, is prear to pun the tw
 
seties fr th Eurpean Small Cap Fun at the sae vaue det for th

in connecon with th non-U.S. fuds purchas, as of the clos of busines on 
Augut 30, 199, subjec to the grantig of approrite no-actn or exptive relef

by th ColIon. Th Bod, whi COnsts of five "diintete" trte and 
two trte who ar "interested persns," was given a report by MGI ori the
 

cita slmunding th investition of Mr. YOun's acvities. Specay,

th Bo wa Wor of th SUSPenn of 1r in the noUS. fu mage
by sile compan of MGIS, th CO caus MGA to be an inte 
investin of Mr, Youn's purcha in A1ulux and Sadvest and th term an
 
conditions of the purchase of thes serities by Deutse Ban AG .frm thenon-U.s. fuds. .
 

MGIS inormed the Board of the valuation proc (described. above) to arve
at the Aug 30 valuation. MGIS inrmed the Boar if belies that th Augut 30,

199 valuatin propos for USe in detength price to be paid by Detse

Ban AG or on of its afiates contiued to be, to the bet of its knWled, at least 
a fa and reable one frm th pepeve of th European Sma Cap Fund, but
 
tht given the uncerinties inerent in valuation of thes unquote seties, MGl 
fuer Pl'pOse that if irlarities '!l' subsequetly dicovered wlucl indite that
tls vauation Was not fair and reasonable from th perspeve of th Eurpean 
Sma Cap Fund, Deutse Bank AG Or a"! of its afilte would rn approrite
 
~díushnts to compeate 'he European Small Cap 'Fund and/or its shareolders\ .

~ccordingly. MGrs undertook to organize the purchase, on term identical to the

Álulux and Sadvest purcas referred to above, and agr to make identical 
assurance of subseuent compention concerng, an other secrities subs"'uently 
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dicovered to involve irguarties in th investigation and a brech of the
 

obligations of MGIS to the Funds. 

The Board voted unously to approve the sped trctons as well as
 
any additional purch, on identical te, of any other serities suseently

identied as havig ben subje to any ireguarties, and authori the Trut's
offcer and counl to apply to th Commion for the approprite no-acton or
exemptive relief. The Boar's detations and approvals were exprely 
conditioned on the under1gs desòe above. 

(b) Qpcon and Sendit
 

Subseuent to the Setebe 4 Bord zneetig, MGIS identied two other
unlited serities, the "price of which could not be veried as .f and sutable;
specifcaly equity securities of Opon AB C"Opcon") and Sendit B ("Sedif'). Unle 
Alulux and Sand 
 vest, which are hed only 
 by the European Sma Cap Fund, thes.seties are held in the portolios of both Funds. Opcon was purchas by both 
Funds on November 23, 1995, and Sedit was purchase by both Funds on 


1996. The purch amounts for each of the Funds were as follows: June 13, 

£! Issuer Agirgate Prce

Europea Smal Cap Fund Opcon 

$ 61..79.2 
Sedit $ 67.924.67
 

Tota $129,803.96 

. Interntional Small Cap Fund Opon 
$263,4.95 

Sedit . $32,091.00 
T ota!
 $625,519.95 

Opcon is a holdig company for four automotive component busines. 
Sedit is a software provider speci~ing in eleconic maiL.
 

Lie Alulux and Sandvest, these serities were purchas from thei 
respective isuers. FIA acted as broker"in the tr~action. Alo, they Were classifed
 

as unsted seties but wer sceduled to be lited on a recogned EuroPean
 

exchange within twelve (12) month. Like Alulux and Sandvest, thes have be 
considered iliquid seurities for both U-S. Funds' iliquidity 


liits. 
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The purch decion for thes seties 
 was the resnsibilty of Mr- Armer
 
in the ca of the European Smal Cap Fund. In the ca of the Interntional Smal
 

Cap Fund, the purc. decion was alo made by Mr. Arer, as a contienta
 
Europe eqty spet, but under the supeision of the overa portolio 
coordintor, Mr. Gra Bamping. Mr. Young, th subject of MGAM's investigation,

had no responsilties with respe to the Intertiona Sma Cap Fud, just as he 
had no rensibilties with res to the European Small Cap Fund.
 

From thei respeve purchase dates, thes seties had been valued at cost
in the locl. cuency bas on valuations supplied by FIA. . 

The aggregate value of thes seties in each Fund's portolio base on the
 
Augut 30 valuation ¥ld their percetage of each Fund's assets are as follows: 

Fund Issuer Awe~ate Value % of T otaI Assets 

Europea Small Cap
 Opon $ 60,782.24 0.62% 
Fund 

Sedit ?230.44 ~% 
Total $133,086.68 1.36% 

Interntional Small Cap Opon $25,758.68 0.24% 
Fund 

Sedit 3.85.58.3a QJ% 
Total $6l37.06 0.60% 

Given th additional developments it was considered appropriate to convene 
another meetig of the Trust's Board on September 5 at 11;30 a.m. At that meetig
 

the Board was inormed of Mr. Armer's unlated suspeion. Furer, MGis
 
reportd tht the Opcon and Sedit secuities had al bee purchas by Deutse 
Ban AG from the non-U.S. fuds, and that both the European Smal Cap Fund and 
the Interntional Small Cap Fund hiild these senties. An offer by Deutse Ban 
AG to purchse thes seurties, either direcy or though an affiate, at their 
respetive Augut 30 valuations (detenpined in accordance with the process 
cìesribe above) was communicated to the Board: The valuation proces usd in
 
reaclùg thes purchse valuations was again reviewed with the Board and was
 

discusse in greater 
 detail, including the involvement of Ernt & Young receiving
legal advice frm Slaughter & May, a U.K. law firm. The circumstances of all of the 



SEP 1 J . 36 i 5: 34 FR HRLE RND DORR 2373 TO 12029429659 P.13 

JackW. Murhy 
Septêrnber 13, 1996
 

Page 9
 

s.ties, including Alulux and Sandvest, were reviewed. Given the citace

that the very reasn for the propos purchases was the lack of certty cocem.g 
the value of these seities, th apparent lack of any market for the seties, and 
the credential of the valuation tea us by MGAM, the Board deteed the 
Augut 30 "fair value" arved at by the valuation proes describe by MGI formed 
a reasnable basis for the trarctOns to be effected, but only in reance upn the 
fuer undergs in the same term as those given in repe of Alulux and
SandvesL The proposed purchse were unanously approved by the Board on 
thes term and expressly subjec to thes conditions. The Board al authri
 
officer of the Trut and coun to take all necesary actions to pure appropriate 
exemptive or no-acton relief from the Commsion, 

MGAM propose 'to purch the seurties from the Fuds on thes te
 
upon receipt of a favórable repons of the Staff to ths lettr makg payment in the 
currencies in which thes seties are denominated, which are the sae cuencies 
in which they were valued as of Augut 30. 

4. Follow-Up Study by Slaughter &; May with Ernst & Young
 

MGAM ha commioned Ernt &; Young, as expert in such mattrs, thugh 
Slaughter &; May to undere a follow-up study and fuer fuvestigation With
 

respe to any ireguarties in the purchas of the seties des as wel as any 
circumstaces which might indicate afr the fact that the Augut 30 valuation was 
not adequate. TI investigation wi be conducted in respe of the Funds as well as
 

the non-U.S. fuds dicuse above. Slaughter &. May and Ernt &. Young wi 
presnt to the indepedent trtee of the Funds their fidings as to wheter 
additional competion is due to the Funds, 


The indepedent trtee wil have an
 
opportuty, with the asistance of 
 such additional expert advice as they may requi,to question and evaluate these fidings and ultiately to determe whether any 
such compeation is due puruant to the undertakgs. The Board wil demand for 
the relevant Fund the direnæ between: (a) the Fund's original cost and the 
Augut 30 valuation for the relevant seties, with reasonable interet from the
origil purchse date, in the event it determes the purch decion for such 
serity was madè improperly or in breach of MGIS' obligations to that Fund; or 
(b) the Augut 30 valuation for the relevant serities and a corrected valuation, with
reasonable interest from the date of..MGAM's purchae, in the event it determines the 
Augut 30 valuation with respect to such a security was inadequate. In either event, 
the Board's determinations wil be bincYg on the matter.. ..
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II. Anysis
 

Seon 17(a) of the 1940 Act prohibits, among other thgs, an afated persn
 
of a regre investment company or an affted pen öf such persn, actg as
 
pricipal, frm knowingly purchasing any sety or other prope from such 
regtere investment company. Seon 17(a) woud 


proscr the proposed tran

actons, as they would involve purchas ôf seties from the Funds by 


an afte
person of an affiated person of the Funds, actg as pricipaL. We recogniz tht as
a genral matter, the ordiary mecan for relef under Se0I117(a) of the
1940 Act is the exemptive order proces and tht the Staf wil not normaly enter 
noacton requests in th contet. 2 . The Staff has reogn, however, tht no-acton 
positins under Setion ~7(a) may be appropriate in "very unusual or novel cIcu
staces:'3 Indee, on a number of recent occasions, the Staff has taken no-acton 
positions under Setió~ 17(a) in circutances not une that faced by the Funds."
 

MGIS, the Funds' management and the Trut's Board beeve strngly the
 

Propose purchas are necesar to eliate uncertties concern the acçucy
 
of the valuation of the Funds' portolios. Elition of thes seties from the
 

2. Setion 17(b) of the 1940 Act provides a statuto mec for exemptive re frm 
th proson of Seon 17(a). Under Seon 17(b), th Con sha isue an order to exempt
a propo tron frm Seon 17(a) upo application when it fids tht (1) the te of th 
pro tron, includig the consertion to be paid or reved, ar reonle an fai and

do not involve overrg on the par of any pe c:ec, (2) the Pro trcton is

COIslet with the poli of eac: regite invesbnt coany COD as rete in its 
reti statet and report, and 
 (3) the propo trcton is coent With the gera pur of th 1940 Act. 

3 Se Masachus Investors Tru SEC No Acton Leer (D 8, 199). 

.. Se, e.g.. PameWebber Mage Invèstments Tru, Se NtrActon Jett (Augut 4,
 
1994) (Sta gite noaction reuest under Setion 17(a) to pet puras froin a.fd by an
 

afte of th nmd's advi of èert ilquid fai valued seti); Noiwest Fuds _ Muncipa
 
Mony Maket Fund, SEe No-Action Lett (August 8,1995) (Sta 


Seons 17(a) an 17(d) to pet lettr of crt arangemt involvig a money market .fd and an
grted no-acton reuest under

afilte of the fud's advisr involving a trfer of defaulted seties from the fud to the afte);
Bingh Dan &: Goul -1784 Tax Fre M9tiey Fund, SEC NtrActon Lettrauly 17, 1995) (Staff 
grate no reuest under Setion 17(a) to peImt stadby purse agrent betwee money maket 
fud and its advis or an affilte of the advir and successive purchs of defaulted seurties); 
Liquid Gree Trot, SEC NtrActon Letter (De 19,1991) (sta grted ntracton request under
 

Setions 17(a) and 17(d) to pet a purse by an advisr of defaulted commrcia paper hel by 
money market fud). .
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Funds' portfolios appears to be the only exient mean to adùeve th relt. No 
inormtion has come to light in the cour of the investigation thugh the prest 
which would justify an upward adjustment in the Augut 30 valuation. Accordigly, 
MGis strongly beleves the price is at leat a fa, and perhaps al an advantageous,
from the perspecve of the Funds. Furer, the undertkigs of Deuts Ban AG 
or its afates to 
 pay additional competion in th event that it is detemed tht
the applicable purchase decions invoh,ed irguarities disovered in the investiga
tion and a breach of the obligations of MGJS to the Funds or in the unely event the
Augut 30 valuation is det.ed to be indequate, together With the fuer 
saeguard of subseuent review by the Funds' Board described above, should serve to 
protect the interests of the Funds and their shareholders. 

For the reasons . 
 indicate above, a no-acton position enablig the purch to 
proceed on the term propose is urgently neeed as a busines matter. Durig the
 

tie tht would be requi for Oeutse Ban A.G., one or more of its afates and 
the Trut to fie, and for the Com.ion to act upon, an exemptive application under
 

Setion 17(b): (a) these ilquid seties would effectively have to reai in the
 

Funds' portfolios for lack of an other market¡ (b) the Funds would contiue to ru 
the sigrficant rik they prestly face that one of their large intitutional share

holders will redee a sigrficant pecentage of its shares, requig the liqudation of 
saleable portolio securties and causing thes unaleable serities to constute a
 

larger percentage of the Funds' holdings, reducig the portfolios'overallliquidity and
 
exacerbatig valuation uncertties; (c) the Funds would not have the beeft, for an


exended period, of the additiona Ca the Propose tractons would imedtely 
produce which cash could be reeployed in a maner which MGJS beeves would be
advantageus to the Funds and their shaolders; and (d) the Funds and thir 
shar!iolders would 
 be dened the relief that has already be afforded on substa
tially identical terms to the non~U.s. fuds holdig the same seties and their 
unitholders. We believe the proposed tranaction is dearly in the bet interests of the 
Funds and their shareholders, and the ter of the propose tranction, including
 

the consideration to be paid to the Funds when combined with 


the foregoingundertkigs and follow-up safeguards, are reasonable and fair and do not involve 
overreachig on the part of any of the parties. The benefits to the Funds and thei 
shareholders of an exeditious purchas are dear, as are the riks and disdvantages 
of a protracted exemptive proces. 

# 
#In conclusion, becaus the proposed. tranacton is fair and reasnable and in 

the bet interests of the Funds and their shareholders, and becaus busins
 
i exigencies and the potentially advers effects of delay militate againt undertakg a


/ lengthy exemptive process, it is appropriate for the Staff to take the no-acton 
posíHon requested. We understad that the Staff wil not take any position on any 
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other underlyi asec of th mattr, including the valuation at which the
 

tractons wil be effecd.
 

If you reuie furter inormation with respect to th letter, pleas contact 


underigned at 617-526-32 or Ernest V. Klein of th offce at 617-526-76. the 

** TOTRL PRGE.016 **
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Our Ref. No. 96-465-CC
 
Morgan Grenfell
RESPONSE OF THE OFFICE OF CHIEF COUNSEL
 Investment TrustDIVIßION OF INVESTMNT MAAGEMENT
 
File No. 811 - Sb06
 

By letter dated September 13, 1996, you request assurance
 
that the staff will not recommend that the Commission take
 
enforcement action under Section 17 (a) of the Investment Company
 
Act of 1940 (the "1940 Act") against Deutsche Bank AG, Morgan
 
Grenfell Asset Management Ltd. ("MGAM"), and Morgan Grenfell
 
Investment Trust, an investment company registered under the 1940
 
Act, of which the European Small Cap Equity Fund and the
 
International Small Cap Equity 


Fund (collectively, the "Funds")
are series, if MGAM enters into the purchase transactions with

the Funds (the "Purchase Transactions"), i as described in your
letter. 

On the basis of the unusual facts and circumstances
 
described in 
 your letter, and the specific representations made

therein, we will not recommend enforcement action to the
 
Commission under Section i 7 (a). This position applies solely to
 
the Purchase Transactions specifically identified in your letter.
 
We take no position' with respect to any other aspect of the
 
underlying matter, including, but not limited to, the valuation
 
of the securities that are the subj ect of the Purchase
 
Transactions. You should note that any different facts or
 
representations might require a different conclusion. Moreover,
 
this response expresses the Division's position on enforcement
 
action only and does not express any legal conclusions on the
 
issues presented.
 

~~.~c w. Murphy
 

Associate Director (Chief Counsel)
 

.. 
.. 

The letter describes. the proposed purchase of four
 
specific securities:. AluluxMining, Sandvest Petroleum,
 
Opcon AB, and Sendit B. This response is limited to
 
the purchase of these securities.
 


