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The industry has shown decisive growth post the dip in December 2011 - doubling its assets under management in four years

MUTUAL FUND

SUNDEEP SIKKA

HE mutual fund indus-

try has posted all-round

growth this year and

reached new highs

across several aspects.
Investors, distributors, and asset
management companies (AMCs)
alike are enthusiastic about the fu-
ture, mindful of the key positives in
favour of the industry and India’s
growth storyasawhole.

There are several signs that clearly
show the growingmaturity of themu-
tualfundindustrysuchasgrowingin-
vestor base, higher focus on investor
education, and continuous improve-
mentsintheregulatory environment.
Thoughithasawaytogocomparedto
moredeveloped economies, theindus-
tryis goingintheright direction.

The mutual fund industry has
shown decisive growth post the dip in
December 2011 —effectively doubling
itsassetsfrom36lakhcroreincloseto
fouryears. Assetsundermanagement

crossed %13 lakh crore in October
which is an all-time high for the in-
dustry, which continues towitness in-
flows in the equity category. Equity-
oriented schemes are now around
33% of the industry’s assets, up from
30% in December 2014. One of the
positive trends has been the in-
creased participationinsystemat-
ic investment plans (SIPs) which
points towards more stable in-
flows and a long-term view of the
investors. Infact, SIPshave
registered month-on-

month growth since

stand at88.751akh.
Retail participa-
tion continues to
be a highlight
of the indus-
try. In 2015 so
far, close to 41
lakh retail fo-
lioshavebeenadded, tak-
ing the overall folio count of the in-
dustry toaround 4.5 crore in October.
We are witnessing a trend where
more and more investors are
coming back into financial
assets - this is 17th
successive month

witnessing
steady rise in
number of folios.
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in a big way this year, and it is heart-
ening to see that folios have risen sig-
nificantly.

Domestic retail investors have
started recognising the potential for a
strong recovery and we are beginning
to a witness clear shift in investment
preferences from physical assets tofi-
nancialassets. Thesamecanbesub-
stantiated by the record high re-

tailinflows inmutualfunds over
the year, defined by inflows in
equity, equity-linked savings
schemeandbalanced cat-
egories. The industry
has witnessed retail
inflows of close to
R1.71akh crore in the
first nine
months of 2015.
This is a major
upswing com-
pared to 1.3
lakh crore of re-
tail inflows in the
entire2014. Retailflows, net
of redemptions, have alsobeen consis-
tently positiveinthelast18monthsina
row.
There are a
few key tenets
that investors
need to follow, such as
seeking professional financial
advice,avoidingtimingthemar-
kets, asset allocation, investing
as perrisk profile, etc. However,
not all investors follow invest-
ment discipline. For instance,
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) First step: Retail participation
continuestobe ahighlight of the
industry. In2015so far, close to 41
lakh retail folios have beenadded

» Balancing space: Over the year,
balanced space has emergedasone
ofthe fastest growing equity
categories, asitoffersanideal
option for first-time equity investors

» Growth potential: Equities are
likely to emerge as one ofthe best
performing asset classesinthe
longrun

investors who terminated their SIPs
during times of slower market perfor-
mance havemissed outonthe bullrun.
It is, therefore, advisable to avoid tim-
ingthemarkets. Anotherbasic tenet of
investment that mutual investors
should adhere to is asset allocation.
Mutual fund investors also need to fo-
cus on long-term investment. Long-
term investment and sound asset allo-
cationarethekeytosustainable wealth
creation. Rather than missing out on
the opportunities completely, market
exposure could be sought primarily
through equity funds with more than
10-yeartrackrecord.

From a fundamental perspective
things have never been better with all
thekey macroeconomic variableslike
lower inflation, lower oil prices,

falling interest rates, falling subsidy
burden and control in fiscal deficit,
supporting a strong recovery. On the
policyfront,boththe governmentand
the Reserve Bank of India areempha-
sizing on growth revival. The central
bank has front-loaded the key policy
rate cut to encourage investment and
boost economy. The government is al-
sofront-ending capexrevival through
public spending with focus on roads,
railways and rural development.
Withintheequity space, investment
trends point towards a preference for
relatively conservative offerings like
balanced funds (debt exposure 25% —
35%)and equity savings funds (equity
exposure 30% -40% ) which provide po-
tentially higher returns as compared
to fixed income offerings with lower
volatility than pure equity fund and
tax efficiency. Over the year, balanced
spacehasemerged asone of thefastest
growing equity categories and offers
an ideal investment option for first-
time equity investors. Going forward,
we expect the domestic economic to
continueitsrecoverypathandIndiaof-
fers an attractive investment opportu-
nity. Equities are likely to emerge as
one of the best performing asset class-
esinthelongrunand investors are ex-
pected to prefer theassetclass on high-
er growth potential coupled with
relatively lower attractiveness of al-
ternative investment options.
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