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What you should do if your mutual fund gets
acquired

Synopsis
With several fund houses shutting shop or selling out, the trend of consolidation within
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With several fund houses shutting
shop, selling their funds to others, the
trend of consolidation within the
mutual fund industry is getting
stronger. Should this worry investors?
When a fund is sold off, it could see
several changes. A change in the fund

manager is just one among many.
IN THE SPOTLIGHT

Sanjiv Goenka highlighted the
Apart from a likely shift in the recovery of India

investment philosophy, there may also

be changes in internal processes, risk management practices and, perhaps,
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research capabilities. In some cases, to align the fund with the investment

philosophy or product mix of the new fund house, there may be a change in Who has to file ITR >
the fundamental attributes of the scheme being taken over—changes in
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expense ratio, exit load, scheme objectives etc.
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However, past instances of fund acquisitions have often worked out well for Login to file ITR s
investors. Some of today’s flagship schemes are those absorbed from other
fund houses. For instance, Franklin Templeton Bluechip Fund, one of the best Fill the Form ?
performing large-cap funds, has built on the erstwhile Pioneer ITI Bluechip Claim Deductions >
Fund (formerly Kothari Pioneer MF) which was acquired in 2002.
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How schemes have fared after acquisition
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New scheme Earlier scheme Scheme | Index | Scheme | Index
L&T India Large Cap Fidelity India Growth 7.4 3.7 16.1 10.9 Track Refund ?
L&T India Spl. Situations | Fidelity India Spl. 9.9 3.6 18.2 11.9
Situations
L&T Tax Advt Fidelity Tax Advt 8.8 36 17.3 119
L&T Equity Fidelity Equity 81 36 17.2 119
HDFC Large Cap Morgan Stanley Growth 0.1 0.9 12.0 128
HDFC Small and Mid Cap | Morgan Stanley A.C.E 1.4 -6.0 27.3 28,5
L&T funds’ performance comparisonis before and ofter 31 Dec 201 2. HOFC funds” performance comparison is before
and after 31 Dec 2012, Compiled by ETIG Database. “3-year retum; Areturn as on 27 Nov 2015; Source: Ace MF
Birla Sun Life Frontline Equity, another popular fund, with a proven track
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record, is the formerAlliance Frontline Equity Fund. Most of HDFC MF's
flagship funds—HDFC Top 200, HDFC Equity and HDFC Prudence, among TDS on cumulative FDs: Your money loss is more

. . than the tax deducted
others—are those absorbed from the stables of the erstwhile Zurich MF.
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Renu Pothen, Head, Research, Fundspermart.com, says, “These funds are some DISCOVER MUTUAL FUNDS
of the best performers in their respective categories. They have created wealth
for investors in the long term.” However, Mimi Parthasarathy, MD, Sinhasi All Mutual Top Tax Saver
Consultants, argues that the timing and circumstance of these takeovers Funs Funs
worked in favour of the investors. “Another positive was that key personnel setter Than .
from the exiting funds were retained,” she says. This may not be the case with Pee s et Funds.

all acquisitions. Take for instance, L&T’s acquisition of Fidelity in 2012. The
biggest concern at the time was L&T not retaining Fidelity’s equity fund
management team. The transition period saw a noticeable drop in the

ortfolio holdings of many Fidelity schemes. . .
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existing investments in the outgoing fund house, without any exit load, within
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a month. However, one must not exit in a hurry, insist experts. “Whenever
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there is an acquisition, investors should not immediately press the panic
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button. They should wait for the entire transition to happen, before deciding
to hold on to or exit the fund,” suggests Pothen.

Where a scheme is being merged with another from the fund house, investors
need to evaluate the track record of the existing fund into which the other
scheme is being merged, insists Pothen. On the other hand, if the fund is going
to be managed independently, investors need to check the credibility of the
fund management team and their track record in managing such a fund, she
adds.
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Currently, the value of 1IBTC stands at Rs 43,021,03; however, exchanges like CoinSwitch
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