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The Rise of Money Managers

Are you planning to outsource your portfolio to professional
managers? Here's what you should know. nirya varaparajan

ATELY, A LARGE NUMBER OF
Lhmkun are gerting ingo port-

falio management—
essentially iloring vour portfo-
lios tor your requirements and man-
aging the same for a fee. The busi-
ness 15 huge and growing as the
number of high ner-worth ind-
ividuals rises as well, Bur there'sa
reason why you could consider
portiolio managers: This business
has come of age.

Many portfolio managers have
been around for a couple of vears,
Says Shashank Khade, Senior vr,
Kotak Securities: “We have been
through the learning curve and have
seen it all.” From your perspective,

that essentially means a better han- =

dle on managing your stocks.

The Service

Portfolio managers are wsually from
companies that deal with equities,
Stockbrokers find portfolio man-
agement services (PMs) a way of
augmenting revenues, so do fund
houses and boutique investment
bankers, The services on offer are
both discretionary and non-
discretionary, depending on vour
requirement. A discretionary sery-
ice 15 where the broker or fund
house takes all the decisions of in-
vesting, i.¢., buving and selling
shares on your behalf, leaving vou
hassle-free.

There are concept schemes or
procucts thar targer specific ideas or
themes in the market. Like in the
case of mutual funds, you can opt
for a product depending on your
taste and risk appetite. However,
mstead of a bunch of units, your
holding is in stocks of companies
against your name. You can start by

138

BUAIMEBSS TODAY  JUNE 17 200

RAIRUMAR

Hitan Jain/ Head (PMS) Religars Secusities

"A PMS manager can invest a
smaller corpus either on a high
risk theme or a low risk theme”

TR
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Shashank Khade/ Senior YP/ Kotak Securities

“Many companies talk of big
asset bases. PMS should be of a
manageable size to benefit all”

The Management Mantra
What you should know about portfolio services.

B Unless itis a high risk fund (with market triggers on volatility),
the: longer you stay, the better

# Check out on the services provided, and the fee. Transparency
and retall interfacing are important, So is the SEBI registration
in case you have a grievance

B Portfolios can be tailored according to your preference or choice

B The more experienced your PMS provider, the better. He will
understand the ups and downs of the market, Nevertheless,
monitor your portfolio regularly and keep up with related news
and prospects

B If you reafise that direct investments in stack markels or mutual
funds could deliver the same or more, you can go it alone, There
are good online brokers, if you want to buy stocks, where ]
can get suggestions and buy calls
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A Choice of Styles
There's a lot to choose from the different
schemes on offer.

Hotak Securities
= Origin

bESCRIPTION: Small- and mid-cap portiohe with focus on future stas
anmmaL ranes: The fooed and variable companents & nol excesd

4 per cent of portfolio totally and levied

MINIEUM (NVESTMERT: Not sgecifiad, thouph average collachons

range Rs 25 lakh
Refigare Securities
u Panther

per person

oescriPnon; Aims 1o achieve higher refurns by taking aggrosseme

positions across sechds and marked caps

AXMUAL RATES: 2 per cent frosd and parformance-based vanable
from 10-20 per cenl with a hurdis rabe o 12 per cent ratum kvied

MIKIMUM IRYESTHENT: RS 25 lakh

hotilal Oswal
m Value PMS

pescRIPTION: A Jow cheam portioBa that zims o buy undenalued .

stocks and sell overvalued omes with 3 capital preservation
conscipusngss but mot guarantee

Parag Parikh Financial Advisory Services

= Cognito
pescripToN: Equity stocks: conservative ouflook with teady rebums
and no cyclicats
ANNUAL RARES: 7 et cent Blat or | per cent and 10 per cent of profits
maNiou vsiMenT: Rs 5 lakh

Franklin Templeton Mutual Funds
m FT Select

DESERIPTION: Large-cap stocks benchmarkad against BSE Sensex
with good Eauidiy and with hedged strategy

ANNUAL RATES: Fined is 2.5 percent of he daily averaps of net assets
engluding brokerage, Varisble s 1.5 per cent of daily average of net
assets of the account exchiding broerags plus profit shanng of 20
per cend with a bandie rate of 12 per cent par ansum

MimiMus INVESTMENT: Rs 50 Bakh (cashi or Rs 1 crone (or portioda)

HSEC Mutual Funds

m  Signature
pEsceIPTION: Slocks with a keng-1emm growth potenfial avaiabie ata
dEscount fo intrinsi valee: masamu slock exposure is 10 per cent
angl maamu Sechor eposaen is 25 per cent
ANNUAL RATES: Three opfions, 1., Upfrant {175 per cent with
0.5 per cent per anmum of daily average of net assets); 2.5 par cend
per annum charped monthly of datly awesagn of nel assets.or fread
1,25 per cent per annum charged monthly of dady average of

anmaL mares: Notgven
MINIMOM IESTIENT: Rs 50 fakh

Producd samales avadable nith biokers and fusd hedass

a minimum of Rs 10 lakh; bur
this varies berween schemes and
brokers.

The Costs e o
Usuaally, the fees are fixed or vari-
able or a combination of both, de-
pending on the scheme or your
manager, A fixed fee is charged
on the corpus, much likeé a my-
tual fund. A variable fee, on the
other hand, is charged on the prof-
its that the portfolio has gener-
ated, For example, Religare
Securities charges a fixed fee of 2
per cent per annum and the per-
formance-based variable fee Fanges
from 10-20t per cent on profits
with a hurdle rate 6f 12 per cent
return on portfolio (up to this
nothing is charged), In another
scheme, it charges only on “our
performance,” which is scheme re-
mirns minis benchmark retarns.
Bue there's a flipside ro the
charges. The losses have 1o be ent-
irely borne by you, “Remember
that it is only the profis that ger
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et assets and 15 per cent of peofits with 2 hurdle rate of 10 per et
MMM INVESTMENT: Rs 50 lakh

“shiared, not the losses,™ says Gauray

Mashruwala, CEo, ACE Group, and
a certified ﬁnanma} planmr\

The Advantage

The nature of a pus product is dif-
ferent from, cay, a murual fund.
Says Nitin Jain, Head (1s), Religare
Securities: “Cash. management is

betrer here, which translates ro bet-

ter returns than a mutual fund,
‘which operates under a rcsmctcd

framework.” For example, a i
can sell our all stocks against your
name if your so desire, which a mut-

wal fund can’t do, Likewise, unlike .

a murual fund, a rMs operates on a
nartower purr&}lm of stacks due
10 its smaller corpus. “A PMS man-

-ager can invest 4 smaller Corpus it

her on a high-risk theme or a low-
risk theme,” avers Jain, ;
~Usually; there's no load. But

‘Khade believes in trying to encour-.

age investors to stay in for the long
reem 10 et pood results, “We some-
times charge an exit load 1o dis-
courage investors from selling oue,”

-_rcsul:s to investors. “Many com-
panies talk of big asset bases,” says

hie says. Besides, I-::ecpmg the corpus -
at a manageable level can give berer

Khade. “puis should be of a man-
ageable size 1o benefit all.”

 There are tailored produces and
also those that tap a particular scg-
ment of the market, inchuding de-
rivatives. *We do invest in deriva-
tives for hedging and in money
markct funds for cash manage-
ment,” says Jain. :

Bt if you invest, check the costs
and the product you selecr.
Mashruwala feels that since port-
folio: managers charge a hefty fee,
opting for a differentiaror 15
important, which usually isin the
non-discretionary portfolio—yon
st have a ridy Rs 1 crore forin-
vesting here,

Remember to compare the per-
formance with the market’s benich- -
mark Sensex. I vour portfolio has
outperformed, then your out-
sourced fund manager has been
worth it.




