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WHAT ARE THE 
PROSPECTS FOR THE 
GROWTH OF INDIAN 
ASSET MANAGEMENT 
INDUSTRY GIVEN THE 
RISK AVERSION OF THE 
MIDDLE CLASS? 

 

 

WHAT KIND OF FISCAL 
INCENTIVES SHOULD 
THE GOVERNMENT USE 
TO PROMOTE 
INVESTING IN MUTUAL 
FUNDS? 

 

INDIAN MUTUAL FUNDS 
ARE RELATIVELY MORE 
REGULATED AS 
COMPARED TO 
COMPETING PRODUCTS 
SAY FOR INSTANCE 
ULIPS. HOW SHOULD 
THE INDUSTRY TACKLE 
THIS? DO YOU THINK 
ULIPS ARE 
CANNIBALIZING THE 
MUTUAL FUNDS? 

 

 

The prospects are bright and I do not think that the Indian middle class is normally 
risk averse. In my opinion, a middle class investor particularly on the higher end 
has a good appetite for risk. If we look at the balance of a household, 50 percent of 
its savings is invested in fixed deposits and in my opinion fixed deposits are the 
riskiest product for an investor. Most investors ignore the role of inflation while 
considering it. Equity markets are volatile; thus many fund houses have started 
focusing on offering quasi equity products to customers. Today the value of the 
asset management industry would be anywhere between US$ 150 Billion to US 
$170 Billion and going forward these numbers are only expected to increase. 

 

Any kind of tax incentive would be a welcome step. A mutual fund has to come up 
with investment strategies which provide maximum returns to the investor.   The 
best way to invest for a consumer is via Systematic investment Planning (SIP). So, if 
the government comes out with any tax incentives related to longevity of investing 
in an SIP, many people would start investing and as a result more money would 
pour into the asset management industry. 

 

 

I do believe that the Indian Mutual fund industry is tightly regulated but I do not 
consider ULIPs as a competing product.  In terms of regulatory structures, even 
ULIPs are tightly regulated. ULIPS are seen as a long term game plan and if we can 
bring the same obligatory practise in the mutual fund particularly for SIP; it can be 
a game changer in the asset management industry. Secondly, and most 
importantly Indian investors equate investing in equity products with investing 
directly in stocks and end up losing money in stocks. The major challenge comes 
from the mindset of an Indian investor who invests directly in the stock market 
rather than ULIPs. 



 

HOW SHOULD THE 
INDUSTRY EXPAND ITS 
REACH   TO RURAL 
INDIA WHERE 
PENETRATION OF 
BANKING IS VERY 
MODEST?  

 

GIVEN THE FACT THAT 
DISTRIBUTION IS 
IMPORTANT FOR 
SURVIVAL AND 
SUSTENANCE OF 
MUTUAL FUNDS, HOW 
SHOULD INDUSTRY 
ESTABLISH NON 
CONVENTIONAL 
CHANNELS OF 
DISTRIBUTION?  

 

INVESTOR EDUCATION 
IS VERY CRUCIAL TO 
DISPEL FEARS IN THE 
MINDS OF PROSPECTIVE 
INVESTORS. DOES THE 
COST OF INVESTOR 
EDUCATION HOLD THE 
INDUSTRY BACK? 

 

 

HOW DO YOU 
COMPARE THE QUALITY 
OF INDIAN TALENT VIS-
À-VIS GLOBAL? 

 

The expansion to rural India will take time and would require some patience. The 
growth of consumer banking industry in rural India has taken several years and 
similarly penetration of the asset industry will also take considerable time.  
However, the regulatory incentives and benevolence from the government can 
expedite the process. The mutual fund industry has witnessed phenomenal growth 
in the recent past, it is now very crucial to give it an impetus by taking the 
incremental steps to accelerate the rural participation.  

 

 

In the current market it becomes difficult to be a non- conventional distributor 
because of the present scenario of segregations. The distribution will happen 
through traditional routes rather than by innovative methods. The question today 
is that how does one incentivize the distributors? The cost involved in getting a 
customer is around a thousand to two thousand rupees. Unless, fund managers 
see commercial interest and reward for such costs, they will not be incentivized to 
spend. This is the biggest challenge we are facing and if we are able to overcome 
these, I believe we will be able to perform far better. 

 

 

 

 

 

The cost of educating the investor is quite high and it is one of biggest challenges 
that we are currently facing. At this moment, no Asset Management Company can 
afford to educate the Indian investors because of low margins, on the one hand, 
and the huge effort, on the other. To get over this there needs to be a shared 
initiative between the Asset Management Companies and the Distributors.   Having 
said that a lot of effort is currently being undertaken to educate the customers 
about the SIP and Monthly Income Plan (MIP). 

 

 

 

Our industry has a superior talent pool across the spectrum with diverse skill sets 
and domain expertise but we require an institutional learning process for 
continuous enhancement and upgradation. The talent at the top is limited since 
the Indian asset management industry is relatively new in comparison to the rest 
of the world’s. However, as we march forward, we shall have better and more 
experienced talent.  

 



 

WHAT ARE YOUR 
LEARNINGS FROM THE 
SUCCESS STORIES IN 
THE GLOBAL MARKETS? 

It is very important to control the risk and pass on and sell that risk to the 
customers. It is not advisable to hog the limelight all the time because it can be 
counterproductive and can lead the firm to pick up more risk than what has been 
communicated to the investor. However to sum it up the prospects for the industry 
look bright and we can expect around 20 to 30% growth in the next five years.  

SNAPSHOT - 2010 
• Despite Indian Mutual Fund Industry clocking a 

phenomenal growth rate as compared to other 
countries, it continues to be a very small market 
comprising 0.6% of global mutual fund industry1. 

• The ratio of Asset under Management to India’s 
GDP is expected to be between 10 – 11% by 2010 
year end. 

• The Average Asset Under management for the 
quarter October – December 2010 is US $ 149 
Billion in comparison to US $175 Billion for the last 
quarter in the year 2009.2 

• The top 5 Asset management companies represent 
a total of 57% of the Indian Asset Management 
Industry. 

• Hope of strong economic growth in India has led 
foreign funds to pump more than US $ 28.5 Billion 
into equities in 2010, out of which US $ 18.4 Billion 
were in equity and US $ 10.1 Billion were in debt 
instruments. 

• The cumulative investments by FIIs in India, has 
already crossed the highest investments India has 
ever received in any calendar year so far. 

• According to KPMG, Indian Asset Management Industry is likely to continue in the range of 15 – 25% from the 
period 2010 - 2015 

• The overseas inflows have driven the main index by almost 15% higher in year 2010. Russia’s Benchmark Index 
RTS is up 13% this year, while Brazil is up 1% and China is down 13% 

• The Indian Index trades currently on a PE level of 16.5 times, higher than China’s Shanghai Composite Index at 
11.5 times; Korea is trading at 9 times and Taiwan at about 12 times. 

 

 

1: The City UK Fund Management; 2: AMFI 

Source: Amfi India – as on 31st December 2010

Investments By FIIs (USD mn)

Source: SEBI 



 

CHANGE IN PERCEPTION: Till date, a very small fraction of household savings are allocated to investments in 
mutual funds, as they are perceived as risky assets. In addition, the majority of savings that are invested are for a 
very short period of time which further increases the risk level of the investment. 

The Asset Management companies need to play with the mindset of the Indian customer and make the Indian 
household aware of the long term benefits of mutual funds. Keeping in mind the risk aversive nature of Indian 
investors especially in Tier II and Tier III cities, it becomes extremely important to take the requisite initiatives to 
tap the small investors. It would be beneficial form AMCs to realise that this small /retail investor can turn the 
wheel of fortune for them taking a cue from the experience in USA (while the retail participation in India is still 35 
– 45%, in USA, it is as high as 75 – 85%).3 

 

AWARENESS OF MUTUAL FUNDS: Although Indian Asset Management companies have clocked in phenomenal 
growth in the last 5 years, the retail participation is quite low in comparison to the developed countries. One of 
the key reasons is that Indian household in Tier II and Tier III cities still prefer investments in bank fixed deposits 
and in assets such as buying of physical gold and silver being highly unaware of the options for investments in 
Mutual Fund.  

 

IMPROVEMENT IN DISTRIBUTION: An improved distribution system will not only create awareness among the 
individuals but also keep a check on the costs. Public sector banks and rural cooperative banks have access to the 
semi-urban and rural demographic areas of India and could enhance the distribution mechanism. At the same 
time, these banks enjoy good credibility which can further boost the Indian AUM.  

Reputed AMCs, of both Indian and foreign origin can collaborate with the local banks which will give immediate 
impetus to the AUM and also help the AMCs improve their profitability. 

 

 

 

3: KPMG  

THE ROAD AHEAD 



 

 

RELAXATION OF REGULATIONS: To tap the retail sector, it is of extreme importance to offer flexible structures 
or at least a flexible and easier route, as applicable to ULIPs, for investing into mutual funds. This will not only 
provide the much needed access to investors in Tier II/III towns but also help channelize their illiquid sums of 
money into productive use for national growth. Also, as ULIPs are indirect competition with the mutual fund 
industry, there is a need for a level playing field. Rural folks should be made to invest into mutual funds with 
the same ease with which they invest into ULIPs. 

TALENT CRUNCH: The Indian Asset Management industry, at this stage, requires much experienced talent to 
meet the bigger and newer roles & responsibilities as such talent is well equipped to understand the risk 
management required. At the same time, an experienced top management can build relationships with the 
existing clientele and earn their trust and confidence based on parameters of return on investment and 
growth. Interestingly, there exists ready made pool of domain expertise, which could further multiply if AMCs 
provide good training to their interns and fresh appointees to prepare them in the art and science of risk 
management.  

 

ABOUT EXECUTIVE ACCESS  
Executive Access India was setup in 1995 and is today one of the most prominent global executive search firms 
in India. We cover 9 industry practices and have till date executed more than 1400 search mandates at 
leadership levels. Our client list is a health mix of Fortune 500 companies as well as most respected Indian 
corporates. Although a firm with global capability and coverage we are still boutique at heart because we 
understand the need to be nimble and innovative.  

Our core strength is undoubtedly our knowledge base and a team of efficient and experienced consultants with 
in-depth understanding of their chosen sectors. We are the pioneers of the “Accountability Clause” in the 
Indian retained search and have always striven to align our business model with the needs of our clients. 

 Our services include the following 

 
• Executive Search 
 
• Leadership and Board Consulting           
 
• Executive Intelligence 
 
• Capital Introduction Services  

 

 

 
 
 

 

 

For queries please contact: info@executiveaccess.co.in 
 
Executive Access (India) Private Limited,  
Unit 6, D2, 3rd Floor, Southern Park,  
Saket District Centre,  
Saket, New Delhi: 110 017.  
Phone No: +91-11-40511200,  
Email: delhi@executiveaccess.co.in, www.executiveaccess.co.in 


