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MF AUM likely to increase by 15% over the next decade, 
passives to lead 
The MF industry is expected to report close to 15% CAGR over the next decade i.e., FY 2022-32E, estimates 
Kotak Institutional Equities Report. However, this is lower than the 20% growth reported in the last decade 
i.e., FY 2012-22.  
The projection is based on anticipated growth across asset categories.  
With an assumed rise of around 25%, penetration of passive products is likely to outpace active equity AUM. 
Explaining the basis of assumptions here, the report said, “Passive penetration is likely to continue in the next 
decade driven by pension investments directed into ETFs, improving adoption of passive products by mass 
retail investors, use of passives in HNI portfolios driven by shift to advisory models and use of cheaper passive 
alternatives by debt investors, especially for gilts funds.” 
Though nascent, passive investing is growing at a fairly rapid pace mainly due to increased EPFO allocation 
in select ETFs. But unlike institutional participation, retail participation is playing out on a low base. 
“Distribution models in India currently do not fully support significant substitution of active funds”, said the 
report. 
The report also believes that active equities will increase by around 15%, as against 25% CAGR in the last 
decade. Such lower growth expectation is based on net inflows of around 5% of gross household financial 
savings (assumed close to 9% of nominal GDP), annual returns of 10% and implied gradual loss of market 
share to passives.     
In the case of debt and liquid assets, the report estimates 10% and 7% growth respectively.  
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2022: A year of several changes for the MF industry 
2022 was quite an eventful one for the Rs.40 lakh crore MF industry. 
While the industry saw a lot of high numbers in terms of net equity inflows, gross SIP inflows and AUM, there 
are lot of events that can significantly change the MF industry for a better tomorrow. Let us look at a few 
notable highlights from the year gone by: 
MF industry presents a lot of opportunity 
The penetration of the Indian mutual fund industry is very low. India’s MF AUM to GDP ratio is significantly 
lower at 15.9% in March 2022, compared to the world average of 75. 
In fact, India’s AUM to GDP ratio is much lower than many developed economies such as the US. at 148.9% 
and the UK at 74.8%. 
Nomination is compulsory 
Mutual funds have to compulsorily take a declaration from investors if they opt for nomination by filing it with 
the MF application form or skip it.  Mutual funds can also take the declaration online by using e-Sign facility. 
Stringent KYC norms 
KYC Registration Agencies (KRAs) stopped accepting scanned copy of KYC documents. Further, the KYC 
application form has to have the wet signature of the applicant. 
Also, bank statements and passbook copy cannot be used as a valid proof of identification or proof of address 
for doing KYC. 
From November 1, KRAs are not accepting copy of Aadhaar. They insist investors to submit eAadhaar or 
Aadhaar XML or virtual ID (VID), which requires them to follow a due process to download. Further, the 
downloaded Aadhaar must have QR code in it which can be scanned by KRAs. 
Two factor authentication 
SEBI implemented two factor authentication for MF redemption.  With this, investors need to key in OTP to 
invest in mutual funds through online mode. Soon, the two-factor authentication will also be implemented for 
subscription of mutual funds. Currently, it is applicable at the time of redemption. 
Launch of apprentice MFD program 
In an effort to increase the number of individual distributors and promote financial inclusion in the country, 
AMFI introduced an internship plan to bring in new individual MFDs. 
Under this initiative, fund houses can have exclusive partnership with an individual MFD and pay them a 
monthly stipend of up to Rs.15,000 for the first 12 months. During this period, fund houses will be responsible 
for training and development of the individual MFD. 
Passives in new avatar 
Quite a few steps like putting a cap of Rs.25 crore on unit creation through AMCs, giving recognition to market 
makers and asking AMCs and AMFI to launch passive focussed IAPs can give a much-needed boost to the 
passives in India. 
Also, SEBI has allowed fund houses to launch index funds/ETFs focussing on corporate bonds, government 
securities and ELSS. 
Bundling other products with MFs no longer allowed 
SEBI discontinued the practice in which mutual funds bundle insurance or any other financial product with 
their mutual fund schemes. Many fund houses were offering 'SIP insure' plans that came with free term life 
insurance for SIP investors. Also, there were couple of schemes which were similar to ULIPs.  
Temporary ban on industry to launch NFO 
SEBI restrained mutual funds from launching new schemes between April and June due to mutual funds’ 
failure to comply with pooled account norm 
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Consolidation among existing players 
Year begins with the announcement of Sundaram Mutual Fund completing the acquisition of Principal Mutual 
Fund. 
This was followed by merger between Baroda Mutual Fund and BNP Paribas Mutual Fund. The new fund 
house is named Baroda BNP Paribas Mutual Fund. Another key development was entry of new player 
WhiteOak Mutual Fund through acquisition of YES MF. 
Later in the year, HSBC MF joined the party with acquisition of L&T Mutual Fund.  Also, a consortium led by 
Bandhan Financial Holdings, the promoter of Bandhan Bank acquired IDFC AMC. 
Many new players showing interest in MF Business 
Flipkart-Walmart backed digital payment service provider PhonePe, Emkay Global, Abira Securties applied 
for mutual fund license with SEBI. Meanwhile, Samir Arora's PMS firm Helios Capital received the in-principal 
nod from SEBI to start mutual fund business in India. 
Concept of swing pricing introduced 
SEBI introduced the swing pricing framework for mutual fund schemes. Swing pricing is a concept which 
allows AMCs to change NAVs when there is heightened redemption or massive inflows. They can lower the 
NAV by a certain percentage in case of big outflows and increase it when they see high inflows. 
The purpose of swing pricing is to preserve value of debt funds during tough times. A reduction in NAV 
demotivates investors who are looking to redeem and attracts fresh inflows during difficult times. Hence, it 
ensures stability for the debt fund. 
Prashant Jain bids adieu to HDFC MF after 28 remarkable years 
Prashant Jain quit HDFC Mutual after 28 years of service. Notably, Prashant was the CIO of the fund house 
for the last 19 years. 
Delay in settlement to attract penalty 
SEBI directed fund houses to transfer the redemption/repurchase proceeds to the unitholders within three 
working days from the date of redemption/repurchase. However, the timeline in the case of permissible 
overseas investments is five working days. 
 

IDBI Bank signs pact to transfer mutual fund schemes to LIC 
MF  
IDBI Bank on Friday said it has signed an agreement to transfer schemes of IDBI Mutual Fund to LIC Mutual 
Fund. 
"In terms of Regulation 30 of the SEBI (LODR) Regulations, 2015, we hereby advise that on December 29, 
2022, a Scheme Transfer Agreement (STA) has been signed between IDBI Mutual Fund and LIC Mutual Fund 
for transfer of schemes of IDBI MF to LIC MF to comply with regulation 7B of Sebi mutual fund regulations," 
IDBI Bank said in an exchange filing. 
IDBI Bank, the parent of IDBI MF, is majority owned by LIC. Sebi rules bar a single promoter from owning 
more than 10% stake in two asset management companies (AMCs). Hence, there were either attempts to sell 
IDBI Mutual Fund or merge the assets with LIC Mutual Fund. 
According to reports, there were at least two attempts to sell IDBI Mutual Fund that could not be successful, 
and it resulted in the merger with a company owned by the same parent. 
LIC MF manages assets over Rs 18,000 crore, while IDBI MF has AUM of just over Rs 3,800 crore. 
While LIC has a larger presence in the debt and passive equity products space, IDBI MF is strong in the 
actively managed equity funds space. A few schemes in the equity space - large cap, large and midcap, tax 
saver and flexi cap - are common between the two. IDBI MF has focused, value, midcap, health care and 
small cap schemes, which are not present in the LIC portfolio. 
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Missed your SIP instalment? Know the consequences 
 A missed SIP instalment happens when there isn’t sufficient balance in the account. 

 Mutual funds do not penalise you for missing a SIP instalment. 

 However, the bank will charge you a penalty for insufficient funds and missing the auto-debit payment. 

 A mutual fund will cancel the SIP only after three consecutive instalments are missed. 

 The existing investments will continue to be invested and earn returns. 
 

Bank statement is no longer a valid KYC document for individual 
investors 
From January 1, 2023, bank statements and passbook copy cannot be used as a valid proof of identification 
or proof of address for doing KYC. 
KYC Registration Agencies (KRAs) have clarified that they will not accept bank statement and passbook copy 
of any individual investors including NRIs. 
However, KRAs will continue to accept bank statement or passbook copy with entries of at least two months 
as a valid KYC proof for non-individual investors and Hindu Undivided Family (HUF). 
From November 1, KRAs are not accepting copy of Aadhaar. They insist investors to submit eAadhaar or 
Aadhaar XML or virtual ID (VID), which requires them to follow a due process to download. Further, the 
downloaded Aadhaar must have QR code in it which can be scanned by KRAs. 
In addition, KRAs have stopped accepting scanned copy of KYC documents. Further, the KYC application 
form has to duly signed with the wet signature of the applicant. 
This will affect entry of new investors at least for some time. In fact, AMFI data shows that the MF industry 
added 78,045 investors in November 2022, the lowest since April 2022. Between April and October, the 
industry added over 3.75 lakh new investors on a monthly basis. Experts attribute this massive decline in new 
investor registration to change in KYC norms. 
 

Aadhaar-PAN linking mandatory by March 2023: How to check if 
your PAN is linked with Aadhaar 
The Income Tax department has recently said that it is mandatory to link your permanent account number 
(PAN) with your Aadhaar card number by March 31, 2023. 

 "As per Income-tax Act, 1961, it is mandatory for all PAN holders, who do not fall under the exempt 
category, to link their PAN with Aadhaar before 31.3.2023," the tax department said. 
 

 If you fail to link your PAN with your Aadhaar by March 31, 2023, your PAN will become inoperative 
from April 1, 2023, the tax department added. 
 

 If you are wondering if your Aadhaar and PAN are linked or not, here is an easy way to check them. 
a) Go to the income tax e-filing website: www.incometax.gov.in 
b) You will find the 'Link Aadhaar Status' option under Quick Links 
c) Enter your PAN and Aadhaar number and click on the 'View Link Aadhaar Status' option. 
d) If your PAN is linked with your Aadhaar, a message will display on your screen. It will go as Your 
PAN <10 digits PAN> is linked to Aadhaar number <12 digits Aadhaar card number> 
 



 
 

 Disclaimer: Property of SakthiFinance Financial Services Limited. For internal circulation only. Strictly Private & 
Confidential. Mutual Fund investments are subject to market risks, read all scheme related documents carefully, the past 
performance of the mutual funds is not necessarily indicative of future performance of the schemes. 

 

  

Massive decline in new MF investor registration due to change in 
KYC norms 
AMFI data shows that the MF industry added 78,045 investors in November 2022, the lowest since April 2022. 
Between April and October, the industry added over 3.75 lakh new investors on a monthly basis. 
Experts attribute this massive decline in new investor registration to change in KYC norms. 
SEBI had revised KYC norms effective from November 1, 2022, in which it has done away with scanned copies 
of KYC documents. Now, it is mandatory for investors to submit KYC documents with wet signatures. 
Industry participants believe that the new guidelines have made the entire process cumbersome, thereby 
dissuading investors. 
AMFI data shows that the MF industry added 78,045 investors in November 2022, the lowest since April 2022. 
Between April and October, the industry added over 3.75 lakh new investors on a monthly basis. 
Experts attribute this massive decline in new investor registration to change in KYC norms. 
SEBI had revised KYC norms effective from November 1, 2022, in which it has done away with scanned copies 
of KYC documents. Now, it is mandatory for investors to submit KYC documents with wet signatures. 
Industry participants believe that the new guidelines have made the entire process cumbersome, thereby 
dissuading investors. 
The new investor count recorded an eight-month low in November 2022. Consequently, the rise in total folio 
count was also modest. 

 

Industry can aspire to reach $5 a person monthly SIP in five years: 
Bhatia 
The rising trend of retail systematic investment plans (SIPs) in mutual funds (MFs) has presented an 
opportunity to increase monthly investment of $1.2 per person to $5 in the next five years, said Ashwani 
Bhatia, whole-time member of Securities and Exchange Board of India (Sebi).  
Addressing the Business Standard BFSI Insight Summit, Bhatia said with a $5 per person monthly SIP, the 
industry can aspire to grow from the current monthly inflows of Rs 13,000 crore to Rs 50,000 crore in five 
years. “Five years back when the asset under management (AUM) was at Rs 20 trillion, the AUM deposit ratio 
was 18. Today we are touching 23. The AUM-to-GDP ratio, which was 12, has now touched 16, while the 
global average is 60. So, you can imagine the potential of the MF industry,” said Bhatia. 
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SEBI fines DSP Investment Managers for bearing expense ratio of DSP Nifty 50 ETF from 
its books 
Markets regulator Sebi has levied a fine of Rs 1 lakh each on DSP Investment managers and DSP Trustee for 
bearing the expense ratio of Nifty 50 ETF scheme onto its own books. The DSP Nifty 50 ETF was launched in 
2021 December and the total expense ratio was supposed to be 0.16%. However, the fund house charged 
just 0.07% from the scheme and soaked up the remaining 0.09% on its own books. 
 
BSE StAR MF registers a new record; processes 2.44 Cr transactions in December 2022 
Surpasses its all-time highest monthly record of 2.32 crores transactions in November 2022. India's largest 
regulated Exchange-based online Mutual Funds Distribution platform – BSE StAR MF- has once again set a 
new record of 2.44 crores transactions in December 2022 as against its previous best of 2.32 Cr transaction 
in November 2022. 
With all mutual funds and majority distributors channelising their transactions through online platforms, BSE 
StAR MF is moving consistently towards transforming itself into a unique end-to-end-value based platform. 
 
Frauds fall nearly 50% at banks: RBI Data 
Instances of financial frauds is falling in the banking system as institutions have become more aware of the 
cyber threats, said the RBI report. According to data shared by the regulator, the quantum of frauds fell 46% 
to Rs 19,485 crore between April to September 2022. Frauds reported were at Rs 36,316 crore during the 
same period a year ago. 
 
UPI transactions jump to ₹12.8-lakh crore in December 
Payments transactions via the Unified Payments Interface (UPI) rose 7.7 per cent month-on-month to a high 
of ₹12.8-lakh crore in December, reported Business Line. The volume of transactions also increased by 7.1 
per cent to 783 crores during the month, according to data by NPCI (National Payments Corporation of India). 
 
BOI MF settles 'inter-scheme transfer' case with Sebi, pays Rs 3.93 cr 
The BOI MF along with the five individuals have together paid Rs 3.93 crore to the regulator for the 
settlement. BOI MF paid Rs 1.36 crore. The Chief Executive Officer (CEO) at the time, Sandeep Dasgupta, his 
wife and his daughter together remitted an amount of Rs 1.72 crore. The then compliance officer Rajesh 
Chawathe and Alok Singh (fund manager) paid the rest Rs 84.5 lakh. According to the regulator, the fund 
house was found to have violated regulation in 2018-2019 by transferring downgraded debt securities to 
schemes categorised as low or medium risk funds. 
 
Budget 2023: Growth & manufacturing focus within fiscal consolidation theme 
Echoing Finance Minister Nirmala Sitharaman’s statement that India's fiscal 2024 budget will follow the spirit 
of the earlier ones, economists expect it to be a pragmatic, rather than a populist, budget, even though this is 
the last full budget before the 2024 general elections. 
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Why HSBC Multi Cap Fund? 
 The fund with minimum weight to Large, Mid and Small Caps (25 per 

cent each) and flexi allocation of up to 25 per cent to equity or Debt 
Securities & Money Market instruments, has potential to offer effective 
diversification and consistent better performance. 

 The fund will focus on bottom-up stock picking which is rewarding 
across cycles. Stock selection using our investment approach. 

 Explore well researched Large Caps with visibility on earnings growth, 
relatively under-owned Mid-Caps and under explored Small Cap 
businesses through HSBC Multi Cap Fund. 


