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DOMESTIC INSTITUTIONAL investors (DIls)
have emerged asabulwark againstforeignin-
vestors, which comes as a reassurance for re-
tail investors in India. When global markets
Wwitnessed asell-offlastweekand foreign port-
folio investors (FPIs) pulled out a net of Rs
30,255 crore ($4 billion) over eighttrading ses-
sions, DIIs counter-balanced this by emerging
as net investors. The lesson: long-term retail
investors should follow domestic institutions

and continue with their investments,

Whatled to this volatility?

Last week, amid panicover the emergence
of the Omicron variant of the coronavirus, eq-
uity markets witnessed a global sell-off. The
markets were already under pressure because
of the continued surge of infectionsin Europe,
and their fall was also driven by anxiety that
the US central bank may wrap up its stimulus
Programme and raise interest rates sooner
than earlier expected.

Astop-line companies came underintense
selling pressure, the benchmark Sensex at BSE
crashed by 2,529 points, or 4.24%, to close ata
three-month low of 5710715 on Friday last
week. But it recovered some lost ground this
weekand closed at 58,46129 onThursday this
week, as domestic institutions countered the
HIIs’ sell-off with purchases,

Over eight trading sessions, the FPIs pulled
outanetofoverRs30,000 crore,and theywere
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net sellers on each of these days. The DIIs —
mainly banks, insurance companies and mu-
tual funds —were net positive on each of these
sessions, pumping in a net of Rs 24,363 crore.

“Domesticinstitutions follow the policy of
‘buy when others sell’. They are long-term
players and utilise €Very opportunity to get
stocks cheap,” said an analyst.

What does DIl inflow indicate when FPIs
are selling?

While continued investment by DIls indi-
cates that funds of retail investors are flowing
into mutual funds and other market-related
instruments, industry insiders saythatalot of
the investment by mutual funds in the mar-
kets is on account of rebalancing and invest-
mentinassetallocation funds or hybrid funds,
as fund managers enhance the equity alloca-
tionfollowinga decline inmarkets. It alsoindi-
cates the confidence of retail investors in the
economy and growth, especially with an ad-

ditional boostcomingfrom the festival season
and pent-up demand.

Also, over the last seven years, mutual
funds have emerged as a strong domestic in-
vestment category and have often played a
counterbalancing role when FPIs have bee
selling. According to data sourced from pn'me}
infobase.com, MFholdings in companies liste
on NSE, which stood at 3.13% as of September
2014, have more than doubled to 7.36%in the
quarter ended September 2021

How should retail investors view this?

A sharp expansion in the manufacturing
purchasing manufacturers; index (PMI) for
November; strong GDPgrowth data for the sec-
ond quarter,and high GST collections over the
last 3-4 months indicate that the economy’s
fundamentals are on a strong footing. While
concerns over Covid remains, experts feel the
current dips can be utilised to invest. “Oil prices
have now come down and central banks are

likely to delay the liquidity tightening due to **

the latest variant of Covid - Omicron,” said
Edelweiss group CMD Rashesh Shah,

“There is a notable improvement in the
economy and most parameters and high fre-
quency indicators seem to have bottomed out.
Whenthe market falls on global factors, which
is the case now, itis a great opportunity to in-
vest. I think retail investors should stay with
their investments and can eveioakio I
fresh investment,” said W 0and
CEO, InCred Asset Manageme

What's the source of DIIs’ funds?
Dllsnowactasastrongdefence againstthe
sell-offs by foreign players, Earlier, when the
funds arsenal of DIIs was small, markets used
tofinditdifficult to counter the actions of FPIs,
Fundsinvested by Dils are mostly from re-
tail investors who contribute to various
schemes of insurance companiesand mutual
funds. Investors have pumpedaroundRs 3.90

lakh crore into equity schemes of mutual
funds since January this year. As aresult, the
assets under management AUM) of equity
schemes touched Rs 12.96 lakh crore as
October 2021. The participation of retail in-
vestors in securities markets has risen signif-
icantly especially in the last two years, which
isevident from the increase in number of de-
mataccounts, mutual fund folios and number
of SIPs.In2019-20,0nan average, 4 lakh new

_demat accounts weke opened every month

which increased to over 26 lakh per month
in the current financial year. “If we look at
number of mutual fund folios, in the begin-
ning of FY 2019-20, total number of folios
were 8.25 crore, which increased to 11.44
crore as on October 31,2021,” Sebi Chairman
Ajay Tyagi said in a recent speech.
Insurance companies are also major in-
vestors in the market; they invest on a long-
term basis of 10-15 years. LICalone normally
invests around Rs 50,000 crore every year.



