“Rally has shown the benefit
of long-term investing”

Pr:?s.identai id CEO,
BeliaiiceM ul.ii.il Fund
and Chairman, AMFI

The sharp rally in the market,
and thegood long-term results
pfinvestors who stayed
invested through the turbulent
(jha$e of thepast fewyears,
demonstrate theimportance of
investing inthe equity markets
for the long term, says, says
Sundeep Sikka inan interview
withSanJayKumarSingh.

BHARATCHANDA

Haveretailinvestors byandlargemissed
thisrally,oraretheyparticipatingin it?
Retail investors have started cominginto the
equity markets. Overthe last 3-4years, most
investors came into the debtsegmentdue to
the prevalentmarket conditions. Those who
invested in equities did notcreate much
wealth. Thissharprally hastaught us a les-
son-the importance ofstaying invested for
the longterm inequities. Investors who have
invested via SIPs (systematic investment
plans) and forthe longterm have made good
returns. Amongour funds, Reliance Growth
Fund hasgivenareturn of65 timesover 19
years; The keypointisto remain invested for
long. Many ofthe long-term retail investors
willbecome brand ambassadors ofthe mu-
tual Itind industry. Giventhe kind ofreturns
they have made, they will come back to the
industry with more investments. And seeing
theirperformance, those investorswho have
beensitting on the sidelines for the last 3-4
yearswill alsostartinvesting in mutual
funds.

Themutualfundindustrywantsto manage
the corpuso finsurance companiesandpen-
sionfunds. Whatwould be the benefitofthis
totheseentitiesandto investors?

Theworld overthe assetmanagement busi-
nessisdividedamong mutual funds, pen-
sion funds and insurance companies. Invest-
mentis the core function ofthe mutual fund
industry. When an insurance company man-
agesitsown corpus, ithastosetup asepa-
rate research and investmentteam. Thus,
there is unnecessary duplication ofthe same
function. By outsourcing it, insurance com-
paniesand pension funds can achieve con-
siderable costsavings. And ifmutual funds
do thejob well, ofwhich am confident, it
will resultin wealth creation forinsurance
policyholders and pensic n fimd investors.

Sebiismiffedwith themutualfundindustry
overthe20-25norm. Whtitistheissuehere?
Andwhatareyourviewsittthis regard?
Sebi had come out with the 20-25 rule a long
time back. The rule says thatevery scheme
must have at least 20 investors and no single
investorshould accountfor more than 25%
ofthe corpus. Theidea is thatevery scheme
should be broad-based. Ibelieve thatsince
ithisispartofa Sebi circular, the mutual fund
industry isfollowing it. Ifascheme is broad-
based, thatisgood lor all investors,
|including retail investors]

Sebiwantsthatdebtschemes
shouldhaveaminimum corpus
of?20crore. Whatareyotir
viewsonthisrulingsinceit
couldresultintheclosureof
manydebtfunds?

Sebiwantsthatascheme Should

have a certain minimum size. In the debt
markets, securities are available in minimum
marketable lot sizes. Youcan’tbuy many lots
unlessyou have a certain Corpus size. Also, a
scheme should be ofa certain sizeto be
meaningful to both the asset management
company and the investor. Sebihas allowed
fund houses some time. Many ofthe
'schemes thatcurrently have an AUMofbe-
low 720 crore will, in my view, manage to
crossthatlevel and won't close down.

Sebihadearlierallowednttitualfundsto
chargeahigherexpenseratioita certain
portionoftheirAUMcam ;from B-/5 (be-
yondtS)towns. Hasthisittillativeyielded
positive results?

Sebi wanted that the mutual fund industry
Should focus more on smaller citiesand
towns. The level ofactivity in these smaller
centres has increased substantially. The in-
dustry has held a large nuijnber ofinvestor
awareness camps. Ithasalso openeda large
number ofbranches. Allthisisresultingin

deeper penetrationinsmallertownsand cit-
ies. More distributors have becomeactive in
these areas. Lastyear the industry grew by
16%. Retail AUMgrew by 20.60%. In March
2014,13.65% of AUMcame from B-15
locations.

Doyou seethepoormonsoonactingasa
breakonthemarketrally?

Inthe lastdecade or so, we had the Iraq War,
sanctionswere imposed on India after the
nucleartests, and we have had several
droughts. Investors should notallow them-
selvesto be excessivelyworried about these
events. They shouldjust keep on investing
with fund houses and fund managers who
have good long-term track records, and who
have demonstrated their ability to perform
indifferent markets cycles. The failure ofthe
monsoon and the eventsin Irag are short-
term issues. India's structural growth st<ry
remains intactand there isalotofweal 111to
be made by staying invested in equities for
the longterm.

Withthemarketshavingrun upa lot, retail
investorsaregettingwaryaboutvaluations.
Whatwouldyouradviceto them be?
Retail investorsshould notbothertoo much
about market levels. They should have long-
term goalsand investbased on the>se
goals. Alotoftimes investors make
the mistake oftrackingthe mar-
kets, and events therein, too
closely. Theyshould leave this to
the fund manager. Ourbanking
fund has grown 15times inthe
lastllyears. Thisdemonstrates
thatthere can be upsand downsin
the marketsand the economy. Bui so
long asyou invest regularly and stay invested
forthe longterm, you can create a lot of
wealth. Today, with the marketstouching
new highs, alotofinvestorsare asking:
should linvest further or should Iredeeni?
Butthiscould alsobe the start ofthe nejtl
bull run. Whatview you take depends on
your perspective.

Whichsectorsareyou overweighton now?
Weremain bullish oninfrastructure, power
and the financial sector. Ifthe long-term In-
diagrowth story happens, then infrastruc-
ture, power and even consumption will do
well. We are also optimistic on the automo-
bile industry. Ifthe Indian economy grows,
then the banking sector willgrow much
more. Bothbankingand the financial sector
will capture the upside ofthe Indian econo-
my’sgrowth.

Please send your feedback to
etwcaltimindlalimcs.com



A recent survey by global financial services giant,
Aegon, says that Indians are the most well-prepared
for retirement The study had 16000 respondents
from Bcountries, including 1,000 Indians. Here are
some of the findings of the survey in India.

India’s high score onthe Aegon Retirement Readiness Index is also linked to the
strong savings culture inthe society. Many are optimistic about future prosperity,

India Brazil

HIGH: A score of 8 and above
means the individual iswell-
prepared for retirement One in
six globalemployees (13%) had
a high readiness score.

China USA UK

MEDIUM: A score between 6 and
3 means the individual is planning
his retirement, but needs to do
more, InIndia, 39% respondents
were in this category.

LOW: A score below 6 means the
individual needs to do much more
to be ready for retirement. 55% of
the global employees had a low
score in2014,

Expectations for both the economy and one's own financial situation for
the next 12 months are far more positive than negative.
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Almost half of the future retirees expectto
be better off than the present crop.

Don’t know

Despite the relatively positive picture, only 1 in five
Indians has written down his retirement plan,

Have a plan but not
written down

Have awritten plan

Don'tknow

One intwo Indians doesn't have a back-up plan in case
he has to stop working before the planned age for

retirement,

Want lower but
guaranteed
returns.

GRAPHIC/ ILLUSTRATION

Prefer higher
eeturns even if
uncertain.

RAJ

Though lack of
money is a hurdle,
transparency of
retirement savings
better advice and
simpler products
also help.

Simplerinvestment
products

Most prefer aregular
Income, possibly with
alump sum payment
aswell.

Receive alump sum
reinvest all in atax
deferred vehicle

Don't know

One out of five Indians will
continue to work even
after retirement, I

Ease oftracking and managing
retirementsavings

Better information on
retirementsavings

Receive a

Betterretirement plan
match from employer

More certain economic
environment

Don't have
retirement savinos
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