Headline: ETF market will grow 20% a year

Source: Business Standard

Date: 27 October 2015

ETF market will grow 20% ayear”

The launch of new products and the entry of new categories of
investors will boost the Indian exchange-traded fund (ETF) market,
says DEBORAH FUHR, managing partner of ETFGI. In an interview with
Samie Modak, she says the high commission paid to financial advisors
in India is the biggest impediment to growth in the passive fund

DEBORAH FUHR
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Whyisn't the ETF marketin
Indiaasdevelopedasin other
markets?
Oneofthe biggest challengesin
India is financial advisors.
Here, financial advisors are
paid to sell products. ETEs
don't pay anyone to sell.
Advisors tend to prefer selling
products they are paid for. But
asfinancial reforms happen, as
we have seen incountriessuch
asthe UK and Australia, we will
see people looking for advice
at low costs. In markets such

sector, Edited excerpts:

as Hong Kong, we are seeing
people approach robots or
computers for advice, At some
point, this will happen in the
Indian market, too.

Doyouseethe ETF landscape
changinginIndia?

Some of the challengesin India
are changing, Now, we have
clarity on pension fundsbeing
allowed toinvest in ETEs. Also,
there is clarity on insurance
companies being allowed to
invest. Going forward, thiswill

lead to growth in assets. The
pension and insurance chan-
ges are really helpful and will
be beneficial tothe sector here.
In time, regulators will look at
how financial products are
sold to retail. Discussions on
the impact of costs and per-
formance are very important.

Whyis the active fund sector
inIndiaso big comparedto
the ETF segment?

[nIndia, the active fund sector
seems to be doing quite well

Active funds are consistently
delivering an out-performance
at a rate much higher than in
other countries. That is some-
thing that's different about
India.

Whatarethe new innovations
inthe ETF space?

There has been a revolution
around the conceptofan index.
We have seen new index met-
hodologies come out; people
are looking at weighting stocks
within an index in a different
way, often called ‘smart beta.
Many investors want highdivi-
dends. That's something you
could use an index for. Fixed
income is another area. Anoth-
er trend is ETEs are providing
exposure to active funds,

For many, thisis aninteresting
opportunity, as  ETEs
are listed onexchanges and dis-
tribution becomes easy.

Howdoyousee the Indian
ETF marketgrowing?

The Indian ETF market will
grow 20 per cent every year.
Growth in new products and
allowing new investors such
as pension funds will drive this
growth, Also, fixed-income
products will help the mar-
ket grow. In markets such as 4
the US, the UK, Australia §
and !
Thailand,

banning pay-

ments for sale of

products

changed how peo- i

ple think about
investing, We will

see similar reforms \§
inIndia. ‘
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