Preface

The mutual fund industry has established itself globally. The size of the
industry in terms of number of funds is the largest in Europe, while United
States ranks at the top in terms of volume of Assets under Management. Driven
mainly by a favourable global business environment, the industry in the recent
past could register for itself spectacular growth as total profits in both the
developed and the emerging markets in the world could reach unprecedented

heights.

From economic perspective, the mutual funds industry serves as an important
intermediary in the savings-investment channel and so is rightly seen today as
a crucial source of economic growth. As per reports released by World Bank,
the assets under management of the mutual fund industry currently accounts
for a significant proportion of the GDP especially in the developed-country
markets. The industry, as is claimed, offers attractive returns to shareholders,
which are often decisively higher than the returns offered by the banking and
other financial sectors. The numerous shifts that have taken place within and
around the mutual funds industry (which include, among others, the shifts in
flows from traditional mutual funds to alternative products and from stellar
growth of ETF products, and also the rise of direct-to-consumer distribution
channels) together with the ongoing technological advances (more
particularly, digital distribution, mobile telephony, social media, big data,
analytics, cloud computing, block chain, FinTech and robo-advisors, to mention
a few) have brought in for the asset management industry a paradigm-shift
and are shaping now the direction and the growth of the industry across the

globe.

The Indian mutual funds industry too could register for itself a modest growth
as is evident from its having more than 17 trillion of assets (in Rupee terms)

under management. This signifies nearly a five-fold increase within a span of



less than 10 years. This current size of the industry needs to be weighed
against the fact that industry’s journey was started with the formation of Unit
Trust of India which could have its first sale recorded only in July 1964. Not
less than 40 asset management companies are currently operating in the
country that together offer more than a thousand schemes spread across 5.2

crores of investor accounts.

However, despite growth, the mutual funds industry’s penetration levels in
India still appear unimpressive when compared with the attained levels in the
developed economies of the globe. Investors’ contribution towards mutual
funds has consistently remained skewed towards the investments coming
from the corporate sector; the investments by the retail investors have lagged
far behind. The focus of the industry has been by and large on the investors in
metros and other cities; while the inclusion of the population in the
countryside in MF schemes remained throughout rather a remote proposition.
This certainly is indicative of the less-than optimal actualisation of the growth-
potential of the industry in this country. A more serious concern, of course, has
been the industry’s ability or initiative in coming closer to the investors,
particularly, in the matter of maintenance of transparency of operations and in
promoting an unhindered framework/channel of information-flow.
Knowingly, in an ideal state of affairs it is normal that investors would base
their investment-decisions on informed choices. To put it differently, when
things are normal and ideal, the volume of investment to be garnered by firms
in the Mutual Funds industry would crucially depend not only on the firms’
specific records of performance or of profits, but also on their ability to fulfil
the information-needs of investors via their maintenance of timely and fair
disclosure practices. The question that arises in the given context is how far
the Indian Mutual Funds industry could ensure so far fair and timely
disclosure practices? As within the framework of a regulatory environment,
disclosures are governed by statutory disclosure requirements, one also needs
to know how the firms in Indian mutual funds industry have responded to the
statutory disclosure requirements? Further, as information routinely released

via disclosures promote both investors’ awareness and investors’ confidence,



and as the major players in the industry (i.e., the firms with superior
performance and larger market-shares) are expected to play a greater role in
this respect, the question whether performance had any visible impact on

disclosures and vice-versa needs also to be examined.

[t is against the above backdrop that the idea of undertaking the present study
came up. The aim of the study naturally has been on examination of the trends
of growth and performance of the mutual funds industry in India and on
assessing the real-life response of the firms in the industry to the statutory

disclosure-requirements.
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