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Industry news

w Industry assets under management (AUM) cross Rs300,000 crore for the first time: The total assets
under management of the mutual fund industry rose by 8.9% from Rs287,088 crore to Rs307,106 crore. In an
interesting trend UTI Mutual Fund (MF) regained the top slot in its asset tally after three months, pushing
Prudential ICICI MF to the second spot. UTI MF reported the highest increase in its corpus by Rs4,069 crore in
absolute terms followed by Prudential ICICI MF at Rs2,687 crore. HSBC MF was the biggest loser in absolute
terms and lost Rs528 crore. However in percentage terms Sahara Mutual witnessed an increase of 40% in its
corpus from Rs175 crore in the month of July while the assets under management of BOB MF saw a decline of
14% compared to the previous month.

w Sandeep Sabharwal, CIO Lotus MF quits: Temasek's launch party for its mutual fund, Lotus Asset Manage-
ment may have just turned sour. In an unexpected move the fund's CIO Equities, Sandeep Sabharwal has put
in his papers. Personal reasons have been attributed for his resignation. According to distributors, who were
in talks with Lotus Mutual Fund about the fund's equity launch, this will have a dampening impact on the
fund's launch as Lotus Mutual Fund was going to launch an equity fund that was its Contra Fund. This fund is still
awaiting the securities and exchange board of India (SEBI) approval though the road shows seem to have begun.

w Reliance Equity, Reliance Growth resume sale: Reliance Mutual Fund has withdrawn the restriction on
subscription to Reliance Equity Fund and Reliance Growth Fund with effect from August 18, 2006. All fresh as
well as additional subscriptions (including subscriptions through the Systematic Investment Plan) for any
amount would now be allowed in both the schemes. Earlier, the trustee of Reliance Mutual Fund had withdrawn
the sale of units for subscriptions of above Rs5 lakh in Reliance Growth Fund and Reliance Equity Fund with
effect from May 3, 2006, and April 15, 2006, respectively. This upper limit in Reliance Growth was subse-
quently increased to Rs1 crore, with effect from August 2, 2006.

w Vinay Kulkarni joins Tata Mutual Fund: Vinay Kulkarni has joined Tata Mutual Fund as a Senior Fund Man-
ager. He would be managing Tata Equity Opportunities Fund, Tata Contra Fund, Tata Mid Cap Fund, Tata
Monthly Income Fund and Tata MIP Plus Fund, with effect from August 18, 2006. M Venugopal earlier managed
these schemes. Prior to this assignment, Vinay Kulkarni was a fund manager at Deutsche Mutual Fund.

w New fund offers will now come with a higher filing fee: The SEBI has hiked the filing fees for a new fund
offer document by a mutual fund, from the existing Rs25,000 to 0.03% of the amount raised in the new fund
offer, subject to a minimum of Rs1 lakh. The MFs will have to pay the minimum fee while filing the offer
document and pay the balance within such time as may be specified by the board. According to industry
watchers, the increase in the fees is not huge enough to deter fund houses from launching new offers.

Highlights

w The AUM for equity funds increased by 7.6% to Rs114,215 crore in August 2006. The rise was in line with the
general upward movement seen in the equity markets.

w Fund managers made purchases worth Rs8,852 crore and turned net buyers for the first time since May 2006.
They bought equities to the tune of Rs426 crore during the month.

w Equity mutual funds registered a net outflow of Rs427 crore. The outflow was higher as compared to the
previous month on account of a higher volume of redemptions and an absence of collections made by new fund
offerings (NFOs).

w The domestic equity-oriented mutual funds are sitting on a comfortable kitty of cash of Rs10,002 crore, which
will be deployed in the markets in the coming months.

w The improving market sentiment has prompted mutual funds to revert to a strong investment mode by de-
creasing their cash holdings.

w Mutual funds have slashed their exposure to automobile, miscellaneous and electrical & electrical equipment
companies, and have bought stocks in the banking, oil & gas and shipping sectors.

Positive market sentiment boosts mutual funds' AUM
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w  Major movers for August 2006

Month Purchase (Rs cr) Sales (Rs cr) Net (Rs cr)

Aug-06 8851.58 8425.14 426.44

w   Stock Market Activities for Mutual Funds

Mutual Funds turned net buyers of equities in the month of August 2006.

The AUM of equity mutual funds
increased by 7.6% from Rs106,106
crore in July 2006 to Rs114,215 crore
in August 2006. The rise in the AUM
was more or less in line with the
market trend. The AUM for the
equity-diversified funds surged by
8%, whereas that of tax planning and
sector funds rose by 8.5% and 4.1%
respectively. The Index funds saw a
massive increase of 26.6% in their
AUM.

HDFC Mutual Fund clocked the
highest increase of Rs1,137 crore in
its AUM. UTI Mutual Fund and Franklin
Templeton Mutual Fund followed JM Financial Mutual Fund and recorded increases of Rs1,017 crore and Rs1,013 crore
respectively in their equity AUM. The top loser was Sundaram Mutual Fund, which saw its equity AUM declining by Rs92
crore, followed by Principal Mutual Fund.

Equity fund flow

Equity mutual funds registered a net
outflow of Rs427 crore in August 2006.
The outflow was higher than that of the
previous month, primarily on account of
higher volumes of redemptions (Rs4,714
crore) as investors booked profits in a
rising market scenario. Coupled with this
was the absence of collections made by
NFOs in the month of August, which
further brought down the fund flow
figure. The collections made by Tata
Capital Builder Fund and ING Vysya
C.U.B. Fund have not been included in
the August figures as these funds were
launched but did not close in August as
the allotment of their units have not yet
been completed. The collections made
by these funds will be reflected in the next month's fund flow figures.
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Cash levels

Liquidity

The absolute cash levels for all equity
funds launched before August 2006
declined from Rs10,957 crore in July 2006
to Rs10,002 crore in August 2006, as
mutual funds started deploying their cash
aggressively, with the market sentiment
improving. The cash as a percentage of
the total corpus also followed a similar
trend declining to 9.8% of the total corpus
in August 2006 from 11.8% in July 2006.

Note: includes all equity funds in the industry launched before August 2006

Sentiments

With the market sentiment improving
and a higher amount of discipline
returning to the market, mutual funds
have reverted back to being in a strong
investment mode. Cash as a percentage
of the total corpus (for all funds which
are at least 3 months old) declined from
10.9% in July 2006 to 9.8% in August 2006.

Note: Includes all equity funds in the industry with a NAV track record of 3 months+.
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Performance of sector funds

In line with the upward movement seen
in the equity markets, all fund categories
have generated higher returns in August
2006 as compared to the returns clocked
in July 2006. Auto, banking, pharma and
technology funds have outperformed the
Sensex by margins of 3-4%, whereas the
fast moving consumer goods (FMCG)
funds have underperformed the Sensex.
Additionally, funds in the auto, banking,
pharma and technology sectors have
outperformed their respective
benchmark indices (the BSE Auto index,
the BSE Bankex, the BSE Healthcare index
and the BSE IT index respectively)
whereas the funds in the FMCG sector have marginally underperformed the BSE FMCG index in August 2006. Pharma
funds gave the highest returns in August 2006, followed by banking and auto funds.
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Sector allocation
Major shifts in the sector allocation for the equity-diversified category are as under:

Sector name August 2006 July 2006 % change

Amount (Rs cr) % of net assets Amount (Rs cr) % of net assets

Increase in exposure

Banks 6040.4 7.8 5591.6 7.4 0.4

Oil & gas, petroleum & refinery 3305.1 4.3 2974.8 3.9 0.3

Shipping 594.0 0.8 335.5 0.4 0.3

Diversified 11150.8 14.4 10703.4 14.2 0.3

Telecom 3045.7 3.9 2809.3 3.7 0.2

Pharmaceuticals 3872.3 5.0 3629.3 4.8 0.2

Decrease in exposure

Miscellaneous 3539.5 4.6 4324.5 5.7 -1.1

Auto & auto ancilliaries 6477.3 8.4 6769.4 9.0 -0.6

Electricals & electrical equipments 3122.3 4.0 3241.8 4.3 -0.3

Transport & travel 418.9 0.5 514.5 0.7 -0.1

Sugar 457.3 0.6 528.6 0.7 -0.1

Fertilisers, pesticides & agrochemicals 591.5 0.8 655.6 0.9 -0.1

R
et

u
rn

s 
(%

)

-10.000

-5.000

0.000

5.000

10.000

15.000

B
S

E
 A

ut
o

A
ut

o

B
S

E
B

an
ke

x

B
an

ki
ng

B
S

E
F

M
C

G

F
M

C
G

B
S

E
-H

C

P
ha

rm
a

B
S

E
 IT

T
ec

h

B
S

E
S

en
se

x

Aug-06 Jul-06


