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What is a Mutual Fund and Why a Mutual Fund

 A mutual fund is the trust that pools the savings of a number of 
invetors who share a common financial goal.

 Anybody with an investible surplus of as little as a few hundred 
rupees can invest in Mutual Funds.

 The money thus collected is then invested by the fund manager in 
different types of securities. These could range from shares to 
debenture to money market instruments, depending upon the 
scheme’s stated objective.

 It gives the market returns and not assured returns.

 In the long term market returns have the potential to perform 
better than other assured return products.

 Mutual Fund is the most cost efficient distributors of financial 
products
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How Mutual Fund works?
 A vehicle for investing in portfolio of stocks and bonds
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Structure of Mutual Fund

Custodian keeps safe custody of the investments (related documents of securities invested).
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Types of Mutual Funds

Types of

 Mutual Funds

By 

Constitution

By 

Investment 

Objective

Close Ended Open Ended Interval Equity Funds Cash FundDebt Funds
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Types of Mutual Funds
Classification based on Objectives
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Additional Type of Mutual Funds
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Financial Savings in India
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• Indian incomes are expected  to rise at faster rates this decade…

• India, being a dominantly savings oriented economy, growing 

incomes imply a continued  growth in savings rates with savings 

being channeled into both physical and financial investments 

• 

As Economy grows, savings grow and demand 
for investment products rise

9

Source: McKinsey Report

Avg. Household Disposable Income (Rs.)
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Significant growth potential exists for the 
industry supported by strong fundamentals
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Penetration = Ratio of Mutual Fund folio holders to economically active investors

High savings rate indicates potential
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However, financial inclusion is still very low, 
offering scope for ample growth
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MFs are poised to take away share from 
deposits
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— India remains under-penetrated for Banking. As Banking grows, demand for 
investment products grow even faster..
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Industry Structure
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Origin of Mutual Funds in India

14

— The foundation for the mutual fund operation in India was laid by 

parliament in 1963 with an enactment of UTI
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Current Status

15

— 44 Players-Ranging from Govt. institutions to private sector and 

foreign players

— Mutual Funds along with insurance companies form the largest 

local institutional investors

— More than Rs 15 lakh crores under management

— Almost 5 crore Investors
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Indian MF Industry: AUM - 18x in 19 years

INR 15, 63,177 
Crores

•Assets managed by the Indian mutual fund industry have grown from  Rs. 85,000 Crores 
in 1997 to 15,63,000 Crores in August 2016.

•The AUM of Mutual Funds has grown more than 18 times in the last  19 years

•The pace of growth has increased in the last 10 years

Assets Under Management

Source: AMFI, RBI

Industry 
CAGR  16% 

Industry 
CAGR  16% 
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Indian MF Industry: Asset Class Composition

•Debt assets make up about 42% of the industry AUM while Liquid / Money 
Market Funds contribute about 25% of assets

•Equity assets make up about 31% of the total industry AUM

Source: AMFI



Page 18

Indian MF Industry: Investor Distribution

•Individual Investors hold about 45% of the industry AUM

•Institutional investors hold about 56% of Industry AUM

Source: AMFI
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Mutual Fund Benefits
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Advantages of Mutual Funds

1.Professional Management

2.Diversification

3.Convenient Administration

4.Return potential

5.Low cost

6.Liquidity

7.Transparency

8.Flexibility

9.Choice of schemes

10.Well regulated

11.Tax benefits
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How do I make money from a mutual fund?

1. Capital appreciation: 

As the value of securities in the fund increases, the fund's unit price will also 
increase. You can make a profit by selling the units at a price higher than at which 
you bought 

2. Coupon / Dividend Income:

Fund will earn interest income from the bonds it holds or will have dividend income 
from the shares

3. Income Distribution: 

The fund passes on the profits it has earned in the form of dividends

Disclaimer

As the value of securities in the fund increases, the fund's unit price will also increase. You can 
make a profit by selling the units at a price higher than at which you bought. Although Mutual 
Fund does not guarantee the same. 
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Taxation Benefit investing in  Mutual Funds

Capital Gains

Under Indexation, you are allowed by law to inflate the cost of your asset by a government notified 
inflation factor.

This factor is called the ‘Cost Inflation Index’, from which the word ‘Indexation’ has been derived. 

This inflation index is used to artificially inflate your asset price. 

This helps to counter erosion of value in the price of an asset and brings the value of an asset at par 
with prevailing market price.

This cost inflation index factor is notified by the government every year. This index gradually 
increases every year due to inflation.

The amount invested in tax-saving funds (ELSS) is eligible for deduction under Section 80C, However the aggregate 
amount deductible under the said section cannot exceed Rs 150,000 (in a financial year). 

Taxation of dividends of mutual fund schemes

Category Tax Rates for Individuals/HUF/NRI
Liquid Funds 28.84%
Other Debt Funds 28.84%
Equity Funds Nil
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Portfolio Management Services
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PMS

24

— Portfolio – means bundle of assets (Equity, Debt, Mutual Funds, etc)

— So PMS means managing bundle of assets on clients behalf

— Why so? Because HNIs who are not able or willing to track, monitor their 

own portfolios invest with PMS providers

— As per SEBI minimum ticket size i.e. (minimum investment) is Rs. 25 lakh 

per client. 

— The target clients are HNIs and Institutions/corporate investors.

— Regulations more liberal, no cap on fees. 
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Almost every MF has a PMS division
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Current Status

26

— Rs 8 lakh crore under management from ~55000 clients

— Around 300 registered PMS providers ranging from Stock brokers to 

Mutual Fund houses

— Three segments:

— Discretionary PMS 

— Non-Discretionary PMS

— Advisory
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Investment Advisors
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Investment Advisory

28

— Ownership of Assets and execution remain with client

— The investment advisor provides advise

— Binding Advice

— Non-binding Advice

— Advisor earns a fee for advice offered

— Asset ownership as well as returns, stay with clients

— Can be useful for institutional investors including FIIs as well as HNIs



—F

inancial planners/Distributors

—F

und raising for corporate clients - Debt/Equity

—I

nvestor awareness initiatives

—K

YC/KYD/ FATCA issues

—C

ompliance, regulatory audits

Where Chartered Accountants can help

1.29
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Questions?



THANK YOU



 Important Disclosures
The information contained herein is provided by DHFL Pramerica Asset Managers Pvt. Ltd. (Formerly known as Pramerica Asset Managers Pvt. Ltd.) (the AMC) on the 
basis of publicly available information, internally developed data and other third party sources believed to be reliable.  However, the AMC cannot guarantee the 
accuracy of such information, assure its completeness, or warrant such information will not be changed.  The information contained herein is current as of the date of 
issuance* (or such earlier date as referenced herein) and is subject to change without notice. The AMC has no obligation to update any or all of such information; nor 
does the AMC make any express or implied warranties or representations as to its completeness or accuracy. There can be no assurance that any forecast made herein 
will be actually realized.  These materials do not take into account individual investor’s objectives, needs or circumstances or the suitability of any securities, financial 
instruments or investment strategies described herein for particular investor. Hence, each investor is advised to consult his or her own professional investment / tax 
advisor / consultant for advice in this regard. The information contained herein is provided on the basis of and subject to the explanations, caveats and warnings set out 
elsewhere herein. These materials are not intended for distribution to or use by any person in any jurisdiction where such distribution would be contrary to local law or 
regulation. Distribution of these materials to any person other than the person to whom it was originally delivered and to such person’s advisers is unauthorized, and 
any reproduction of these materials, in whole or in part without the prior consent of the AMC, is prohibited.
      
The views of the Fund Manager should not be construed as an advice and investors must make their own investment decisions regarding investment/ disinvestment in 
securities market and/or suitability of the fund based on their specific investment objectives and financial positions and using such independent advisors as they 
believe necessary.

Pramerica is the brand name used by Prudential Financial, Inc. (“PFI”) of the United States and its affiliates in select countries 
outside of the United States. Neither PFI nor any of the named Pramerica entities are affiliated in any manner with Prudential plc, a 
company incorporated in the United Kingdom.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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