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FIFA’s representation to SEBI finds support from its IAB on Migration to Fee Based Model

The IAB took note of the extant framework for investment advisory business in India including role of
mutual fund distributors and regulatory arbitrage between the investment advisor and mutual fund
distributor providing advice. The board also took note of the international regulatory developments
aimed at addressing inherent conflicts of interest and introduction of more transparency in relation to
inducement and commissions received by financial advisers and distributors in jurisdictions like Aus-
tralia, United Kingdom, USA, Canada, European Union and Singapore. The IAB also deliberated on
Robo Advisory. The IAB advised that fee for advice is the journey which needs to be completed. The
IAB however advised that the proposed migration needs to be calibrated. The IAB made the follow-
ing observations in this regard:

e Commission based as well as fee based approach to investment advisory can co-exist for the
time being. The transition from commission to a fee based approach has to be gradual. Such
transition has to happen in tandem across regulatory segments to have uniformity in regulatory
stringency across competing segments like securities market, insurance and pension business-
es.

e Regulators need to keep in mind the financial viability and the business model of the advisory
business. Proper due diligence before transition in requlatory regime is essential.

e Distinction between retail and sophisticated investors should be clear. There is a felt need for
greater awareness among investors on cost of commission versus fees based advisory.

e More transparency is required on distributors’ commission in all financial products.

e Before undertaking any effective steps, SEBI may consider undertaking a study of migration to
fee-based advisory model under RDR, FOFA and robo-advisory models.

e Promote ETF investments as they entail low investment management costs.

There is a clear direction given to SEBI by its IAB to:

1. Move ahead with a fee based model only when it is possible to implement this across all financial
products including insurance

2. Conduct an impact analysis on viability of intermediation models before attempting to push
through a fee based model, and

3. Conduct an independent review of the actual experience in the UK (RDR) and Australia (FOFA) to
understand better the pros and cons of such a move.

4. Allow commission based as well as fee based advisory to remain for now.
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What SEBI's IAB has said is exactly what our industry participants have been repeatedly asking
SEBI to do. The irony of the situation is that while SEBI keeps talking about embracing interna-
tional best practices, it is finally a set of international experts who have asked SEBI to take a step
back and not rush through with its RIA proposals.

Out of the 4 international members of SEBI's IAB, one is a former chief of New Zealand's market
regulator and a leading light in IOSCO, the second is a leading European academician and expert
on regulation of financial institutions, the third is one of Asia's leading fund industry experts hav-
ing worked with HSBC, Morgan Stanley and Nikko and the fourth is the ex chief of Hong Kong's
market regulator.

Our industry should indeed be grateful to these luminaries who have asked SEBI to pause, think
carefully and act wisely. Now that we have all the recommendations of the IAB on record, SEBI
will have to address these recommendations satisfactorily before pushing through its RIA pro-
posals.

As the IAB mentioned, this is a journey that must be completed, but needs to be carefully calibrat-
ed. It would be prudent to assume now that there will perhaps be no immediate rush to complete
this journey with undue haste. Distributors will be relieved that the issue of not being permitted to
give incidental advice may now go to the back burner, after the I1AB's specific recommendation to
permit commission based as well as fee based advice to co-exist.
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Recent Developments:

Economists may be have fretted over how demonetization would hit India's economic growth,
but the subcontinent's central bank is focused more on its old foe, inflation.

The Reserve Bank of India on Wednesday kept interest rates on hold at its policy meeting on
Wednesday. That surprised the market, which had leaned heavily toward expecting a cut, in part
because the government's cash curbs had weighed on economic growth.

The demonetization program, which started in November, removed 86 percent of India's curren-
cy in circulation by recalling existing 500 ($7.47) and 1,000 ($14.93) rupee notes and later grad-
ually replacing them with newly printed 500 and 2,000 rupee notes.

With much of India's economic activity still cash-based, that had a chilling effect on business.

But RBI Governor Urjit Patel called the effects of demonetization "transitory" and instead pointed
to concerns that a "fire sale" in perishable foods was distorting what could be a worrying outlook
for inflation.

Goldman Sachs said the move, while it surprised markets, was in line with its expectations.

"RBI's relatively more hawkish tone at this meeting and their goalpost of achieving 4% inflation
over the medium term support our view that there are no further rate cuts likely in this cycle,"

Goldman said in a note on Thursday. "We expect headline_inflation to hover at the upper end of
RBI's target band. Further, abundant liquidity following demonetization, easing lending rates, de-
monetization's potentially transient impact on growth, the global reflationary environment and
higher U.S. bond yields, are all likely to keep the RBI on hold."

Many analysts were expecting a rate cut from the RBI by April given inflation fell to a two-year
low of 3.41 percent in December, below the central bank's medium-term target of 4 percent.

But the RBI dashed those hopes, saying on Wednesday the fall was largely on the back of a de-
cline in volatile food prices, and warned core inflation had been "unyielding" at 4.9 percent since
September.

The RBI also said it wanted more time to gauge the impact of global risks on the rupee, which
fell more than 2 percent against the dollar last year as expectations of higher U.S. interest rates
triggered a flood of capital outflows from emerging markets.

Hi Friends,

Please do contribute generously to the newsletter. Looking forward to original articles or
shares meant for the distributor community. Events which you are hosting could be shared
via photos and short write-ups. Do send your contribution to response@fifaindia.com

Nisreen Mamaiji- Editor
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No Nonsense Budget and Fiscal Prudence by Government

The finance minister (FM) delivered a pragmatic budget on 2" February 2017; just before
assembly elections in a few states including U.P. and Punjab. The FM stuck to fiscal discipline
instead of distributing freebies in order to gain votes. The positive approach taken by the
government can be summarized as follows:

Fiscal deficit under check: Owing to the disciplinary approach of the FM the govern-
ment’s fiscal deficit shall be under control leading to lower borrowings, lower infla-
tion and lower interest rates in future.

Increase in tax revenues: Government has attempted to widen the tax net with this
budget by reducing the tax rate in the 2.5 lac to 5 lac bracket from 10% to 5%. This
will have two effects i.e. leave more money in the hands of people in this bracket
and shall attract more people to pay their taxes. In order to induce more people to
pay taxes, government has also said that there shall be no scrutiny for people who are
filing their returns for the first time. The taxation revenue from the money received
during demonetization shall help government to boost the tax revenues further. This
augurs well for the economy and equity markets.

Reducing wasteful expenditure: With the direct cash transfer using Aadhaar and Bank
accounts to the beneficiary the government shall be able to prevent siphoning off the
funds meant for the poor people.

Outlay to outcome: Each welfare scheme launched has now an outcome based approach
instead of an outlay approach. There is a clear link between the input and output of
these schemes which shall fix accountability and ensure proper implementation.

So we are witnessing sensible politics backed by wise economics. Government has in-
creased allocation towards infrastructure and housing sector in this budget. This will lead to
increased economic activity across spectrum of industries enabling India to grow faster than
most countries in the world. Long term equity investors shall benefit tremendously from the
good work done by our government. As we have been saying for past few months that in-
vestors should increase their equity allocations with a medium to long term perspective.
Sensex has moved from 26595 to almost 28000, a movement of 5.25% since 1* Jan 2017.
Although short term volatility cannot be ruled out, equity markets in India a set for an un-
precedented bull run over coming years.
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Events:

Creating Long Term Wealth & Providing Value Added Services to your Customers by Ms. Roopa Venkatkrishnan.

The event was held in Goa on 21 January 2017. The event was bifurcated in two sub events..

1) Afternoon event which started after launch for all Goa IFA'S, the event started with a welcome by Mr.
Karande and then a welcome to Mrs Roopa Venkatkrishnan by our Zonal Head.

There was a very powerful and power pack presentation given by Mrs Roopa Venkatkrishnan on changing
scenario in mutual fund industry and how the IFA fraternity has to equip themselves to handle the changes.
She also shared a lot of real life experiences with the IFA'S. There was a Iot of dlscussmn on regulatory
changes happening in MF industry and how unitedly '

the IFA community can face them. She also requested
IFA'S to refrain from pass back practises to investors.

76 IFA'S attended the event and all were very satisfied
and expressed their happiness about the presentation.

2) Evening event was especially for investors of
Mr.Hari Kamath the leading IFA of Panaiji.

Mr.Hari had invited his HNI and regular investors for
the evening event. The event started with a welcome
to investors by Mr.Hari Kamath and then followed by a
presentation by Ms.Roopa Venkatkrishnan.

Ms. Roopa in her second presentation emphasized to
the investors about the benefits of investing in Mutual
Fund with not only equity fund but also Debt funds
which give superior returns as compared to FD'S. Her presentation also explained on considering inflation
cost that is eating away investment.

She also explained goal planning and spoke on SIP mode of investment
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Creating Long Term Wealth & Providing
Value Added Services to your Customers by
Ms. Roopa Venkatkrishnan.

The event was held at Borivali, Mumbai on
23rd Jan 2017 with audience of around 95
and 25+ members joined FIFA .

Some key takeaways were:

Investment planning should be for mini-
mum 5 years.

Redeem units only after goals achieved.

Show growth of inflation with example of
Bread, milk etc..

Invest money on self-development and upgrading your presentation skills .

Post her talk Mr. Sanjay Khatri also shared his insights I«/ith the audience

As the CEOSpacé@éXsl| andSwodhaariGintayn, oEl on Musk alvjays
what the billionaire entrepreneur does to make

Master of Email Musk relies heavily on forms of communication that don't require real-time responses, like email and
texts. Avoiding phone calls whenever possible lets him to stick to his own schedule. "I'm very good at email," Musk
has joked. "That's my core competency."

Inaccessible on Purpose Musk doesn't make himself easily accessible to people outside his company. He uses an ob-
scure email address so he doesn’t have to waste time sorting through idea pitches or requests.

Always Multitasking Musk refers to it as "batching": He conducts business on his phone during meetings and emails
while he checks invoices. He also sends work-related texts with his children on his lap, though the merits of that are
up for debate.

The Flattened Learning Curve Musk subscribes to first principles thinking--he always makes sure he understands the
most basic "why "behind a scientific theory or rule. This reduces the amount of time he has to spend learning new
concepts..

Just Enough Shuteye-Even though Musk works insane hours, he sleeps around six hours a night for maximum produc-
tivity. Two daily cups of coffee help and several Diet Cokes. (That's down from eight sodas a day ).

Optimized Agenda-Musk keeps an extremely specific schedule, breaking his calendar into five-minute slots. And he's
always trying to optimize it. "That's the single best piece of advice: constantly think about how you could be doing
things better and guestioning vourself." he has said.
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FIFA WELCOMES ITS NEW MEMBERS:

Jan-17
M Type Member- Type Name of Organisa- Representative(s) NAME CITY
General B .
01165 Indv Sant Consultancy Manjit Kaur Panipat
General . . . .
01166 Indv Gupta Financial Ser- Sonia Gupta Ludhiana
General
01167 Indv Ashok Chandulal Shah | Ashok Chandulal Shah Mumbai
General .
01168 Indv Sonar Investment & Mounesh Rachappa Sonar Navi Mum-
Navi Mum-
General . o .
01169 Indv Anand investment Vaidehi Waman Bam bai
Candida Vishal
General . . -
01170 Indv Deshmukh Candida Vishal Deshmukh Mumbai
General . . . .
01171 Indv Unique Investment Anil Shriram Zade Amravati
General .
01172 Indv Janak Merchant Secu- | Jaideep Janak Merchant Pune
General . .
01173 Indv Indus Capital Parmanand Devnani Ahmedabad
General ) . . ) .
01174 Indv Kanika Jatindra Kapur Kanika Jatindra Kapur Mumbai
General . . .
01175 Indv B K Chhajed & Sons Akshay Bansikumar Chhajed Dhule
General . . .
01176 Indv Financial Advisor Punamchand Dagdulal Kawad Dhule
General . . . :
01177 Indv Jaykap Finvest Jayant Hansraj Kapadia Mumbai
General . .
01178 Indv DCB Investments Divyesh Bhatt Mumbai
Samata Investment &
General . . .
01179 Indv Services Vijay Kumar Mumbai
General s . ;
01180 Indv Wealth Vriddhi Siddharth Dagadu Kamble Mumbai
Jaya Krishna Yampara-
General .
01181 Indv la Jaya Krishna Yamparala Ongole
General . . . ;
01182 Indv M Power Financial Anish Arora Mumbai
General . . -
01183 Indv Rajesh Padmakar ka- Rajesh Padmakar kadam Mumbai
Founder | F121 Indv Sanjay Damani Sanjay Damani Mumbai
General . .
01185 Indv L A Investments Lancy Willie Kareethara Kochi
General .
01186 Indv Santhosh N lyer Santhosh N lyer Kochi
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General 01187 Indv Parab Dhanjay Narayan Parab Dhanjay Narayan Mumbai
General 01188 Indv Rishi Khanna Rishi Brijmohan Khanan Mumbai
General 01189 Indv Siddharth Investment Ashish Navinchandra Shah Mumbai
General " .
01190 Indv Evergreen Investments Vijay Sadanand Ghosalkar Mumbai
Jayeshkumar Harkisandas
General . . . .
01191 Indv Mistry Jayeshkumar Harkisandas Mistry Mumbai
KNR Financial Consultancy
General . .
01192 Indv Services Kamlesh Natverlal Raval Mumbai
General 01193 Indv Furgan Investments Furgan ul hag Qureshi Mumbai
General . . . . .
01194 Indv Vipulkumar Nagindas Shah Vipulkumar Nagindas Shah Mumbai
General 01195 Indv Truvalue Investments Simple Manish Shah Mumbai
General 01196 Indv Prasad M Wagle Prasad Mashukar Wagle Mumbai
Varghese Varghese Fallipa-
General . . .
01197 Indv rambil Varghese Varghese Falliparambil Thane
General 01198 Indv K S Investor Shoppe Pradeep Keshav Sawant Mumbai
G | Mumbai
enera 01199 Indv Capital Management Services | Mahendra Naik
General 01200 Indv Ketan Ramesh Mehta Ketan Ramesh Mehta .
Mumbai
General Mumbai
01201 Indv Gurdip Singh Arora Gurdip Singh Jasbir Singh Arora
Mumbai
General 01202 Indv Investment Consultant Hitesh Khatry
Mumbai
General 01203 Indv Clifford Dsouza Clifford Dsouza
Mumbai
General 01204 Indv Hitesh Khona Hitesh Khetshi Khona
Mumbai
General 01205 Indv Sunil Jaiwant More Sunil Jaiwant More umoal
General 01206 Indv Dipali Diptesh Pandya Dipali Diptesh Pandya Mumbai
General 01207 Indv Dhiraj Das Guru Dhiraj Das Guru Mumbai
General 01208 Indv Dharmendra Parikh Dharmendra Vinodrai Parikh Mumbai
General 01209 Indv Hemant Mansukhlal Shah Hemant Mansukhlal Shah Mumbai
General 01210 Indv Devang Shashikant Mehta Devang Shashikant Mehta Mumbai
General 01211 Indv Akash Mahesh Kothari Akash Mahesh Kothari Mumbai
General Shanbhag Wealth Manage- )
01212 Indv ment Vinayak Sadanand Shanbhag Mumbai
General 01213 Indv Sureshkumar D Pursnani Sureshkumar D Pursnani

Mumbai




