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India’s asset management industry has enjoyed strong asset growth over the past few years, but has also had to deal with
runaway costs. Has this asset growth translated to higher profits, and how profitable are asset managers operating in India? 

Drawing on Cerulli’s previous studies of the Indian asset management industry, this focused report puts the spotlight on
asset manager margin and profitability.

This  report  helps  asset  managers  and  distributors:

INSIDEINSIDE LOOK:LOOK:
Key  Findings:

• The Indian mutual fund industry is recovering slowly, and continues
to be dominated by institutional investors.

• Indian private sector managers have outperformed their foreign 
counterparts in assets, revenues, and profitability.

• Average asset manager revenues from operations rose to 57.1 bps
and operating expenses rose to 46.6 bps in FY09, the highest in 
three years.

• There are indications that many global and domestic firms are set 
to join the 36 mutual fund managers currently operating in India.

Exclusive  data  in  this  report:

• Asset manager revenue and operating 
expenses

• Operating profits and margins 

• Mutual fund assets under management 
and projections through 2013

• Proprietary survey findings from asset 
managers
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• Assess which Indian market entry strategies are most
successful 

• Analyze the cost of doing business in India

• Understand expected revenue

• Understand the changing distribution landscape in 
India

• Evaluate the implications of banning of front-end 
loads
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USER  SCENARIOS:

The  following  are  examples  of  how  this  report  can  be  applied  to  business  planning  and  strategic
decision-mmaking:

Scenario  1: A U.S.-based asset management firm is interested in the Indian marketplace. Before they
make any serious commitments of senior management time, they need an assessment of the size of the
market, product opportunities, and primary buyers of mutual funds in India. Cerulli  Reppoort:  Asset
Maanaagement  in  Indiaa:  Revenue,  Coost,  aand  Prooffitaability provides insight into the following questions:

• How big is India’s mutual fund marketplace and how fast its expected to grow? (Exhibits 5, 28)

• How volatile is the market in India, and what is the asset allocation for mutual funds? (Exhibits 
6, 8, 15, 16)

• What is the source of new assets? (Exhibits 9-11, 17)

Scenario  2:  A large multinational asset management firm has had a joint venture operation in India for
the past two years. As part of a strategic review of all international operations, the global head of strate-
gic planning needs to undertake a benchmarking exercise. Cerulli  Reppoort:  Asset  Maanaagement  in  Indiaa:
Revenue,  Coost,  aand  Prooffitaability  provides the following data metrics and Cerulli assessment:

• A comparative and competitive assessment of the joint venture in India by revenue, expenses,
profits and margins. (Exhibit 54-71)

• A comparative and competitive assessment of all foreign-owned asset management firms 
operating in India by revenue, expenses, profits and margins. (Exhibit 45-53)

• Updates on the latest regulatory changes that are likely to impact the future role of asset 
managers operating in India. (Exhibit 86)

Scenario  3:  A large European mutual fund platform distributor has been approached by an Indian nation-
al distribution company interested in establishing a joint venture. Cerulli  Reppoort:  Asset  Maanaagement  in
Indiaa:  Revenue,  Coost,  aand  Prooffitaability  2009 provides the following insights into the distribution landscape
of the Indian mutual fund marketplace:

• A detailed understanding of the key distribution channels in the Indian asset management 
marketplace. (Exhibits 7, 19, 21, 22)

• An examination of the distribution charges in India. (Exhibit 20)

• An assessment of the impact of SEBI’s directive on front-end fees. (Chapter 4)

For  more  information  on  how  to  apply  this  report  to  your  firm’s  unique  needs,  please  contact  our  Marketing
&  Business  Development  team  at  +1  617-4437-00084,  CAmarketing@cerulli.com.  
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EXHIBIT 1: INDIAN MUTUAL FUNDS ASSETS UNDER
MANAGEMENT AS A PERCENTAGE OF GDP, 2004–2008

Source: Bloomberg, Cerulli Associates

In the context of the global asset management industry, of which the

United States accounts for some 50% of the assets, India is still very much a

minnow. Its industry assets accounted for a tiny fraction of the US$17.6

trillion global mutual fund management industry in 2008. 
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Fee analysis
Annual management fees for equity funds are higher than other funds,

save for some equity-oriented balanced funds that are more or less on par.
While these numbers may be in line with the regional average, funds in India
are largely invested in domestic stocks. Management fees for fixed-income
and cash funds are rather low; an indication that asset managers with AUM
mainly consisting of debt assets and relying on institutional customers do not
earn much. 

The importance of a good mix of assets, comprising a generous
proportion of equity assets, cannot be overemphasized for the financial
viability of an asset manager. With SEBI doing away with front-end
commissions, and managers having to dig deep into their management fees
to pay for extra incentives to persuade distributors to sell their products,
unless they earn enough on their existing assets, they cannot sustain this
business for long.

EXHIBIT 26: INDIAN MUTUAL FUND MANAGEMENT FEES,
JUNE 2009 (BASIS POINTS)

Sources: Morningstar Direct, Cerulli Associates

Competitive analysis
Money market and bond funds have been assigned the lowest risk

ratings of 1 and 2, respectively, with balanced and equity given higher ratings
of 3 and 4. A risk rating hovering around 2 implies the asset manager has the
bulk of its assets in cash and bond funds. Out of the top managers, seven fall
into this category, with LIC Asset Management’s rating dropping well below
1.5. Cash and bond assets earn managers very little, although they bulk up
their AUM.

Only two managers—SBI Funds and Franklin Templeton—exhibit a
larger proportion of fee-bearing equity assets, and hence their ratings are
close to 3. The size of AUM and position in the league tables alone therefore
are not a reflection of profitability; the mix of assets is.

High Low Average
Equity funds 145.0 39.0 107.4
Fixed-income funds 131.0 10.0 60.1
Balanced funds 135.0 90.0 117.7
Liquid funds 125.0 10.0 36.3

Fund Type
Annual Management Fees
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EXHIBIT 64: PREDOMINANTLY INDIAN JV MANAGERS’
REVENUE FROM OPERATIONS AND OPERATING EXPENSES,
MARCH 2007–MARCH 2009 (RS BILLIONS) 

Sources: Cerulli Associates

HDFC Asset Management, ICICI Prudential Asset Management, and
Birla Sun Life Asset Management are the top three managers of Group C; all
three are in the top five of the industry league table. ICICI Prudential saw its
average AUM fall 6.6% and RO dip 27% in FY09. HDFC Asset Management
and Birla Sun Life Asset Management notched up handsome gains, both
increasing their average AUM by about 29% and their RO by 32% and 50%,
respectively.

Out of the seven managers in Group C, four have a local banking
partner—two private sector banks (HDFC Bank and ICICI Bank), and two
state-run banks (State Bank of India and Canara Bank). The other three have
strong Indian brands—Birla is a household brand in India, while DSP Merrill
Lynch and the Sundaram Group are well known financial brands.
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players will sell out. A consolidation in the industry is likely to ensue.
Increasingly, as the asset base grows, managers will have to pour in more
capital as and when required, since the business is in an investment mode.
Only the committed players will want to follow this path. 

Reassessing distribution dynamics
The growing bargaining power of the distributors will prompt asset

managers to reconsider their reliance on a third-party distribution network.
Cerulli’s analysis showed that all of the top five Indian asset managers have
their own distribution arms or a bank that helps distribute their products.
Admittedly, these channels distribute a relatively low share of their group
company mutual fund products, but this will increase and emerge as an
important differentiator in the time to come. Out of the seven foreign
managers that are in predominantly Indian joint ventures, four have Indian
private sector and state-run banks as their local partners. The other three have
distribution companies under their parent group. Captive distribution,
through a bank, a distribution company, or even a platform, will be a huge
advantage to any manager. Cerulli foresees a few asset managers setting up
their own distribution arms, but this will need significant capital investments;
something that only the most serious, and largest, managers will be able to
pursue.

The importance of being local
Only those foreign managers that have partnered with a strong Indian

brand have thrived. The only exception is Franklin Templeton, which has
been operating in India since 1996 and has been highly profitable. It acquired
Kothari Pioneer Mutual Fund in 2002 and this gave it a large retail investor
base, which it has capitalized on quite well. The rest—operating singly or in
joint ventures where they are the dominant partner—have fared poorly in
terms of (weak) asset growth, (bloated) cost structures, (huge) operating
losses, and (low) brand awareness.

Much to the chagrin of global asset managers, a foreign pedigree does
not mean much in the Indian context. Beyond the top eight cities, global
names are more often than not unheard of, and hence have little cachet with
the local community. In fact, it often works against them. For a new foreign
manager contemplating an India entry strategy, the best option would be to
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METHODOLOGY

Asset Management in India: Revenue, Cost, and Profitability is a
special report that examines the revenue and cost trends in a marketplace that
has seen remarkable growth rates from 2004 to 2007. This report follows our
2008 report, The Cerulli Quantitative Update: Asset Management
Opportunities in India 2008, and builds on Cerulli Associates’ ongoing
analyses of fund management industries throughout the Asia-Pacific region.
Our firm believes that, in the long term, Asia will most likely emerge as the
largest asset management region in the world outside of the United States. 

India’s asset management industry has enjoyed strong asset growth
over the past few years, but has also grappled with rampant cost rises. Has
this asset growth translated to higher profits? Are India-based asset managers
profitable? With 19 foreign/joint venture firms and 16 local firms operating
in the Indian market, Cerulli Associates puts revenue and cost trends under
the microscope at a point in time when growth at any cost is no longer an
option. Drawing on Cerulli’s previous studies of the Indian asset
management industry, this focused report puts the spotlight on foreign asset
manager margins and profitability.

Cerulli has sought to sort through the anecdotes and has assembled
more actionable data in two forms:

• Consultative qualitative information designed to help readers of this
report understand the peculiarities of the Indian marketplace and the
opportunities it presents. This also includes explanations that highlight
regulations, key developments, and industry trends in India.

• Granular quantitative information that provides a clear picture of the
cost structures and revenues prevalent in the industry. Financial
statements of asset managers were examined in detail to provide an
assessment of their performances and the reasons for the same.

In 2005, Cerulli became one of the first international research firms
to conduct proprietary surveys of Indian asset management firms, and our
coverage has increased every year. Cerulli is one of the few research houses
anywhere in the world to have conducted proprietary surveys of asset
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managers, banks, and insurance companies in all of the main asset
management markets in Asia ex-Japan. 

Information in this report was obtained from public and non-confi-
dential sources, as well as proprietary surveys. Cerulli believes that the data
herein is reliable and has made every reasonable effort to verify statistics
presented; however, Cerulli does not guarantee its accuracy or complete-
ness. All data in this report is calculated and presented in local currency or
U.S. dollars, which allows for comparative analysis. Exchange rates from
June 2009 have been used.

Cerulli has benefited from the co-operation of a number of
regulators and trade industry associations in the region, and is especially
grateful for assistance from the following:

• Association of Mutual Funds in India, Mumbai

• Reserve Bank of India

• Securities and Exchange Board of India

• Pension Fund Regulatory and Development Authority, India

• Insurance Regulatory and Development Authority, India
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REPORT SCOPE

Beneficiaries of this Study

The primary beneficiaries of this research are global asset
management firms requiring high-quality information on India’s asset
management marketplace. In addition, this research will prove to be most
useful for those international or local firms already operating in India. 

Finally, data and the supporting analyses in this report will also
benefit distribution firms and banks in understanding the changes that will
develop in the distribution landscape.

Report Roadmap

Asset Management in India: Revenue, Cost, and Profitability has
five main sections:

• Overview sets the stage for the rest of the report and summarizes the
background of the Indian financial market and the asset management
industry.

• Chapter 2 on Mutual Fund Indicators examines the Indian mutual
fund industry in terms of market sizing, asset growth, net flows, and
distribution and asset manager analyses.

• Chapter 3, which looks at Revenue and Cost Analysis, is the heart of
the report, and minutely analyzes the financials of 22 asset managers—
both local and foreign, and draws conclusions based on this in-depth
exercise.

• SEBI’s Directive on Front-End Fees is covered in chapter 4, and looks
at the implications of the market regulator the Securities and Exchange
Board of India’s (SEBI’s) ruling on the ban of front-end fees for all
mutual funds effective August this year.

• Finally, chapter 5 examines The Future of India’s Asset Management
Industry and highlights key trends that will play out in the market in
the future.
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EXHIBIT 11: INDIAN DEBT (FIXED INCOME)-ORIENTED ASSETS
UNDER MANAGEMENT BY INVESTOR TYPE, MARCH 2009

Sources: Association of Mutual Funds in India, Cerulli Associates 

As is well-known, it is equity assets that provide asset managers the
bulk of their revenue, not bond and money market assets. According to
Cerulli’s proprietary asset manager survey conducted in 2009, asset
managers averred that more than three quarters of their revenues come from
their retail customer base. Their equity assets contribute to more than 60% of
their revenues.

EXHIBIT 12: INDIAN MUTUAL FUND REVENUE BY INVESTOR
TYPE, MARCH 2007–MARCH 2009

Sources: Cerulli Associates
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EXHIBIT 37: REVENUE FROM OPERATIONS AND OPERATING
EXPENSES AS A PERCENTAGE OF AVERAGE ASSETS UNDER
MANAGEMENT, MARCH 2007–MARCH 2009 

Sources: Cerulli Associates

Consolidated Operating Profits and Operating Margins results
The global average for operating profits was 11.5 bps in 2008, as per

BCG estimates. The global average for operating margins over the past five
years has ranged between 27% and 40%.

The overall operating profits as a percentage of average AUM for the
22 managers in our sample have been steadily falling over the past three
years. This has gradually declined from 18.4bps in FY07 to 13.8 bps in FY08
and further down to 10.5 bps in FY09.

Consolidated operating margins, calculated as Operating Profits as a
percentage of RO, is 18.4% in FY09, down from 24.9% in FY08 and 32.7%
in FY07. As the balance sheets of asset managers have expanded, operating
margins have fallen.
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