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T
he strict product launch  
conditions under the MF 
Lite framework leaves little 

room for innovation by asset man-
agers opting for this newly intro-
duced route to enter the mutual 
fund (MF) business, experts said. 

In phase one, MF Lite players are 
allowed to launch products only in 
popular passive categories, as the 
Securities and Exchange Board of 
India (Sebi) has mandated a ~5,000 
crore threshold for domestic indices 
to qualify for product launches. 

According to the framework, an 
index must already have passive 
funds with an aggregate asset under 
management (AUM) of over ~5,000 
crore. For indices that serve as pri-
mary benchmarks for active 
schemes, the AUM of these active 
schemes will also be included. 

“The restriction under the MF 
Lite licence, allowing fund houses 
to launch only passive schemes 
linked to indices with over ~5,000 
crore AUM, significantly limits their 
ability to offer differentiated pro-
ducts. It confines them to replicat-
ing strategies tied to well-estab-
lished indices, leaving little room 
for innovation or niche products 
tailored to emerging themes like 
ESG (environmental, social, and 
governance) or tech-focused sec-
tors,” said Jidesh Kumar, managing 
partner, King Stubb & Kasiva, 
Advocates and Attorneys. 

“The ~5,000 crore AUM criterion 
will also hinder the launch of diver-
sified index funds and exchange-
traded funds (ETFs). Given that the 
industry already has norms around 
diversification and other measures 
to protect investors, adding the 
AUM requirement doesn’t make 
sense,” said a senior MF executive. 

“MF Lite or non-MF Lite, inves-
tors are already getting access to 
similar schemes. If the objective is 
to ensure investors do not get cer-
tain schemes, then the norms 
should be consistent across both 
frameworks,” he added. 

Currently, only 10 indices are 
tracked by passive funds with an 
aggregate AUM exceeding  
~5,000 crore.  

These include Nifty 50, Sensex, 
Bank Nifty, Nifty Next 50, and Nifty 
200 Momentum 30. A few sectoral 
indices, such as information  
technology, pharmaceuticals, and 
healthcare, may qualify as they are 
primary benchmarks for several 
active funds. 

The Association of Mutual 
Funds in India (Amfi) will release 
the list of qualifying indices at the 
end of each year. The same con-
ditions apply to debt offerings. For 
international funds, the AUM thres-
hold is set at $20 billion. 

“The indices on which overseas 
passive schemes can be launched 
shall be standardised across indus-

try and broad-based by nature. 
Overseas ETFs/index funds and 
fund of funds (FoFs) investing in 
overseas ETFs/index funds must 
comply with the diversification 
requirement of at least 10 securities 
in an equity index portfolio,” Sebi 
said in a circular on Tuesday. 

The regulator has introduced a 
relaxed regime for players exclu-
sively offering passive funds. 

“A relaxed regime with light-
touch provisions, the MF Lite 
Framework, is being introduced 
only for passive mutual fund 
schemes. The intent is to promote 
ease of entry, encourage new 
players, reduce compliance require-
ments, increase penetration,  
facilitate investment diversifica-
tion, enhance market liquidity, and 
foster innovation,” it added.

Starting January 1, 2025, 
pensioners under the Employees’ 
Pension Scheme, 1995, have the 
flexibility to access their 
pensions from any bank branch 
in India, under the Centralised 
Pension Payment System. Here 
are the new Employees’ PF 
Organization rules: 

ATM withdrawal facility 
The EPFO will soon issue ATM 
cards to members, allowing 24x7 
access to their provident fund 
savings for quicker withdrawals, 
especially during emergencies. 
 
Higher pension deadline 
EPFO announced a final deadline 

of January 31, 2025, for empl-
oyers to submit wage details and 
January 15, to respond to 
clarifications. 
 
New rule for EPF death claim 
The new rule allows temporary 
acceptance of EPF death claims 
without Aadhaar seeding, subject 

to verification.  
 
Change in contribution limit 
EPFO is considering the removal 
of contribution cap, allowing 
employees to contribute based 
on their actual salary and 
helping build a larger retirement 
corpus.

 New rules for EPFO pensioners now in effect

Link: https://mybs.in/2ejoRrG COMPILED BY AYUSH MISHRA
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Funds under the National 
Pension System (NPS) have 
delivered strong returns over 
the past year across all asset 
classes, exceeding their longer-
term averages. Equity (E) 
schemes generated an average 
return of 18 per cent, corporate 
bond (C) schemes offered 9.4 
per cent, while government 
bond (G) schemes provided 
10.4 per cent. 

“Past year returns have been 
exceptional where all the asset 
classes outperformed their 3-, 
5-, and 10-year returns by a wide 
margin,” says Abhishek Kumar, 
Securities and Exchange Board 
of India (Sebi)-registered invest-
ment adviser (RIA) and founder, 
SahajMoney.com. 

Drivers of returns 

The equity market showed 
remarkable strength, with the 
Sensex delivering 8.7 per cent 
over the past year, while the 
midcap and smallcap indices 
returned 26.7 per cent and 30.6 
per cent, respectively. This 
robust equity performance 

boosted NPS equity funds. On 
the debt side, declining interest 
rates played a critical role. 
“Returns have been better than 
usual over the past year due to 
declining interest rates, both 
internationally and in India, as 
inflation started coming under 
control,” says Vishal Dhawan, 
chief financial planner, Plan 
Ahead Wealth Advisors. 

Experts caution against 
expecting a repeat. “Returns 
of all asset classes tend to 
revert to mean sooner or lat-

er,” says Kumar. 

Equity allocation 

The active choice option allows 
investors to change their asset 
allocation, but decisions should 
not be based solely on recent 
performance. “The decision on 
equity allocation should be 
based on the investor’s risk 
appetite and ability to handle 
volatility,” says Dhawan. He 
notes that while equities have 
delivered strong gains, they 
may underperform during cer-
tain periods. Younger investors 
can afford higher equity expo-
sure early in their investment 
journey but should gradually 
reduce this allocation as they 
near retirement. Dhawan advis-
es reviewing equity allocation 
every 5-10 years. 

“If recent gains have caused 
equity allocation to rise dispro-
portionately, rebalancing may 
be necessary,” says Deepesh 
Raghaw, Sebi RIA. 

Debt allocation 

Debt allocation requires under-
standing the nuances of differ-
ent schemes. “C schemes are 
more stable because they hold 
shorter-duration bonds. 

However, they carry slightly 
higher credit risk as they are not 
issued by the government. On 
the other hand, G schemes have 
minimal credit risk but are 
more sensitive to interest rate 
volatility due to the longer dura-
tion of the bonds in the portfo-
lio,” says Dhawan. 

Dhawan advises basing the 
choice between C and G schemes 
on the investor’s time horizon. 
Investors with longer horizons 
may allocate more to G. 

What should new investors do? 

New investors entering NPS 
should be aware of its benefits 
and limitations. Raghaw high-
lights its low-cost structure and 
tax-free rebalancing feature. 
“Taxes only apply when you exit 
NPS,” he says. He suggests treat-
ing NPS as part of a broader 
portfolio, and using it strategi-
cally to rebalance, thereby mini-
mising tax liabilities. 

Before joining NPS, 
however, investors must under-
stand the restrictions on  
withdrawal.  

Only three partial withdra-
wals can be made, for up to 25 
per cent of the investor’s own 
contributions, for specified  
purposes. 

Over the long term, portfo-
lios with higher equity exposure 
tend to outperform, but this 
comes with volatility. “Investors 
who are comfortable with vol-
atility may benefit from allocat-
ing more to equity in their port-
folios. For those who find 
managing volatility challeng-
ing, opting for the auto choice 
option may be a better alter-
native,” says Dhawan. 

Past returns don’t guarantee 
future outperformance. “Select 
NPS funds with lower expense 
ratios and decent AUM sizes,” 
says Kumar. 

YOUR 
MONEY

Equity-debt allocation: 
Let risk appetite, not 
past- yr returns, decide

NPS FUND RETURNS 

HIGH RETURNS OVER PAST YEAR ACROSS CATEGORIES 
Average returns ( in %) 
Tier 1 schemes   Scheme E    Scheme C    Scheme G

         1-year                   3-year                   5-year                  10-year 
Source: npstrust.org.in

LEADING FROM THE FRONT 
AUM of passive funds tracking key indices

Index                                    AUM (~ trn) 

Nifty 50                                  3.58 

Sensex                                    2.05 

Bank Nifty                              0.32 

Nifty Next 50                         0.31 

Nifty 200 Momentum 30      0.12 

Nifty Midcap 150                   0.07 

Nifty Smallcap 250                0.06 

Nifty 100 Low Volatility 30   0.05 

Nifty IT                                    0.05 

Nifty 500                               0.03 
Data until November 2024; Source: Value Research 
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The Securities and Exchange Board of India (Sebi) on Wednesday issued 
a settlement order on Manu M Parpia, former independent director of 
NESCO for alleged lapses of Listing Obligations and Disclosure 
Requirements regulations. The matter has been settled following the 
payment of ~21.45 lakh as the settlement amount. Sebi had issued the 
showcause notice on this issue in May 2024 alleging that Parpia 
continued to serve on the board of the company for more than a year 
as an independent director even after cessation of his tenure on May, 
2022, and misleading disclosure in 2023 that he meets the criteria of 
independence and eligibility at the time of appointment.  BS REPORTER

Former NESCO director pays ~21.45 lakh 
to settle disclosure violation case 
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