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AMCs – Product focus and financial advisory taking root 
 

We spoke with Mirae AMC CEO Swarup Mohanty recently. Key takeaways: 

(1) India’s AMC industry is increasingly focusing on products rather than 

distribution as industry assets have not beaten respective benchmarks over 

long horizons. (2) Most investor portfolios lack prudent asset allocation, 

offering tailwinds to financial advisory. (3) Yields are likely to shrink further 

given growing market efficiencies and a rising mix of passive funds. (4) Equity 

flows could remain muted till Dec’20. 
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RECOMMENDATION SNAPSHOT 

Ticker Price Target Rating 

HDFCAMC IN 2,421 3,000 BUY 

NAM IN 281 210 SELL 

Price & Target in Rupees 
  

  

Focus on products rather than distribution: According to Mr Mohanty, the 

AMC industry has followed a distribution-led business model, which is slowly 

making way for a product-based model. This stems from (a) a shift in market 

dynamics owing to the mid-cap meltdown post-FY17, (b) disruption to 

traditional distribution channels by online platforms, and (c) inability of industry 

assets to beat respective benchmarks even over longer horizons. A mix of long-

only assets (debt/equity) delivers better returns and so the broadly accepted 

thesis that only equity makes more money will need to be gradually unlearnt. 

Investors are now looking at good products over good brands. 

Financial advisory taking root: Financial advisory services have become 

increasingly popular during the Covid-19 lockdown, as investors who have been 

onboarded since FY15 are mostly first-time entrants to equity products and are 

nascent to current market volatility. The lack of prudent asset allocation for new 

and old investors alike offers vast scope for financial advisory. 

Yields to shrink but can be offset by opex reduction: Mr Mohanty believes yields 

are likely to shrink further due to better market efficiencies and an increasing mix 

of passive funds in AUM. Opex could reduce as digitisation and financial advisory 

drive changes in the current physical sales model over the medium term while an 

increased focus on product development will shift manpower needs elsewhere. 

Active vs. passive debate has started in India: With many first-time equity 

investors shying away from volatility, financial advisory taking root and markets 

becoming efficient, flows into passive funds are likely to increase. We are also 

likely to see more thematic funds and solutions, where sustainable alpha 

generation is feasible. First-time investors could enter through the passive 

route to eliminate the downside risk of beating the benchmark. 
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Better pricing power for AMCs  

With both institutional and individual investors moving towards direct plans, assets 

managed by distributors have come off from 66% of industry AAUM in FY13 to 

41% in FY20. Given the proliferation of technology aggregators selling a bouquet 

of funds at a low fee and the increase in registered investment advisors (RIA), we 

expect distributors to manage a lower proportion of industry AAUM in the near term. 

FIG 1 – COMMISSIONS DIPPED ~23% IN FY20 DUE TO 

FULL TRAIL MODEL 

 FIG 2 – SECULAR INDUSTRY AAUM SHIFT TOWARDS 

DIRECT PLANS (SANS DISTRIBUTOR) 

  
Source: AMFI, BOBCAPS Research  Source: AMFI, BOBCAPS Research 

The top-5 distributors, viz. NJ IndiaInvest, Axis Bank, HDFC Bank, State Bank of 

India and ICICI Securities, have been gaining share in the commissions pool over 

FY13-FY20 due to their pan-India reach and vintage client relationships. As of 

FY13, they accounted for 17% of AAUM managed by distributors, which increased 

to 29% in FY20. We expect this concentration to continue in the near term, rising 

to ~35% of distributor-managed AAUM by FY22. Consequently, commission 

rates are also better for these players – at an average of ~25bps higher. 

We expect the top-5 distributors to continue to command a premium in the near 

term. However, smaller distributors are likely to alter their business models due to 

lower volumes and consequently lower commissions. AMCs would benefit from 

this churn as commission expenses will taper down – leading to increasing pricing 

power of AMCs over distributors. 
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FIG 3 – TOP-5 DISTRIBUTORS MANAGING 

INCREASING SHARE OF AAUM… 

 FIG 4 – …THEREBY EARNING BETTER COMMISSIONS 

THAN OTHER DISTRIBUTORS 

  

Source: AMFI, BOBCAPS Research  Source: AMFI, BOBCAPS Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

17 20 21 22 24 26 29 29
11

15 16 16 15 14 15 17

72 65 63 61 60 60 56 54

0

20

40

60

80

100

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

(%) Top-5 Next-5 Others

84
92

138

80
93

125

92

73

79
86

125

73
87 114 87

64

50
64

92

60
72

93
79

61

0

20

40

60

80

100

120

140

160

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

(bps) Top-5 Top-10 All distributors



DIVERSIFIED FINANCIALS  

 

 

 

EQUITY RESEARCH 4 02 September 2020

 

Disclaimer 

Recommendations and Absolute returns (%) over 12 months 

BUY – Expected return >+15%  

ADD – Expected return from >+5% to +15% 

REDUCE – Expected return from -5% to +5%  

SELL – Expected return <-5%  

Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce) 

Rating distribution 

As of 31 August 2020, out of 100 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 21 have ADD ratings, 11 are 

rated REDUCE and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months. 

Analyst certification 

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the 

subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific 

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS. 

General disclaimers 

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited 

and BSE Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries 

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory 

authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till  

03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 

20 November 2017. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of 

any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory 

board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the 

opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 

expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of 

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation 

or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this 

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.  

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 

investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not 

provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions — 

including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all 

investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such. 

Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in 

this material, but regulatory, compliance, or other reasons may prevent us from doing so.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or 

“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose 

of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed 

in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment 

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies. 
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 

the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 

issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse 

effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign 

currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the 

Risk disclosure document before entering into any derivative transactions. 

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed 

in Canada or used by private customers in the United Kingdom. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014 

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.  

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her 

relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of 

publication of this report. 

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on 

any specific merchant banking, investment banking or brokerage service transactions. 

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.  

The research analyst(s) has not served as an officer, director or employee of the subject company. 

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more 

securities in the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject 

company for any other assignment in the past 12 months. 

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking 

services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect 

of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or 

specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or 

brokerage services from the subject company in the past 12 months. 
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