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Portfolio Concentration - SEBI Rules 
Single Issuer 10% of NAV (12% with Trustee approval) of the Scheme 

Existing: 25% of NAV 

Exclusion: G-Secs, T-Bills, Bank CDs,  CBLO, AAA PFI, AAA PSU, 

Bank Deposit  

Circular dated 1 Oct 2019: 20% (applicable by 1 April 30 June ’20) 

Single Sector 

Additional to HFCs Existing: 15% of NAV of the Scheme  Circular dated 1 

Oct ‘19: 10% Additional 5% for securitized retail / 

affordable  
Overall exposure in HFCs shall not exceed the sector exposure limit of 

20% 

Group level 
20% of NAV (25% with Trustee approval) of the Scheme  Exclusion: PSUs, 

PFIs, PSU Banks 

Sponsor Group 
10% (15% with Trustee approval) of the Scheme 

(this is as per Circular dated 1 October 2019) 
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No stopping redemptions 

SEBI’s statement: 

 

As a philosophy, restriction on redemption should apply during excess redemption  requests that could arise in 

overall market crisis situations rather than exceptional  circumstances of entity specific situations. 

 

Restriction may be imposed when there are circumstances leading to a systemic crisis  or event that severely 

constricts market liquidity or the efficient functioning of markets  such as: 

Liquidity issues - when market at large becomes illiquid affecting almost all securities 

rather than any issuer specific security. 

Market Failures, exchange closures 

when exceptional circumstances are caused by force majeure 

Restrictions on redemption may be imposed for a specified period of time not exceeding 

10 working days in any 90 days period. 

No redemption requests upto INR 2 lakh shall be subject to such restriction 
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Explanation / Background 

Though SEBI’s ‘language’ does not specifically mention it, this was done in the wake of JP 

Morgan (Amtek Auto) and Franklin Templeton (JSPL) episodes. 

The cases are covered in detail later, in brief: 

 

In 2015, when Amtek Auto was downgraded, JP Morgan AMC bifurcated the ‘bad asset’  into another 

sub-fund with separate NAV and the regular or ‘good assets’ were retained in  the ‘main fund’ with 

regular NAV. 

Redemptions were stopped in the initial period, and post bifurcation, JP Morgan allowed 

redemptions only in the ‘good fund’ (main fund). 

This phenomenon of shoving the ‘bad asset’ into another ‘pocket’ is known as side pocketing. 

In 2016, when JSPL was downgraded, reportedly Franklin Templeton  sought SEBI’s permission for a 

similar action, but it was denied. 
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This led to doubts in the industry whether it is allowed or not, or whether it is a case by  case 

approval. 

This clarification issued in mid 2016 settles the doubt that it will not be allowed. 

This means, apart from the exceptions mentioned, 

• AMCs will have to do their own risk management 

• It will make them more alert 

 

However, unwittingly, in a way, it puts the risk on the investors because if an asset goes  bad (i.e. 

downgraded), there will be redemptions in the fund 

The fund will have to sell the ‘good assets’, leading to the percentage of the ‘bad asset’ 

going up to that extent. 
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Unintended fallout of not stopping redemptions 
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Unintended fallout of not stopping redemptions 
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An arithmetic average is the sum of a  series 

of numbers divided by the  count of that 

series of numbers. 

Liquid Fund - recent SEBI Rules 
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Quiz 
As per SEBI’s fund categorization norms, implemented from mid-2018, the number  of debt 

fund categories are: 

A. Ten 

B. Fifteen 

C. Twenty 

D. Sixteen 

 

 

As per SEBI rules, the maximum exposure to a single security i.e. securities issued by  a 

single issuer, in a fund, is: 

A. 5% 

B. 10% 

C. 15% 

D. 20% 
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Quiz 
In a debt Mutual Fund Scheme, when there is a default or downgrade below investment 

grade: 

A. The AMC can do side-pocketing, subject to approval from Trustees 

B. AMC can do side-pocketing only if the SID allows it and Trustees approve 

C. The AMC can amend the SID and do side-pocketing for a given default 

D. Every side-pocketing requires SEBI approval 

 

 

A Fixed Maturity Plan (FMP) has a given maturity date. It can be extended / rolled  over: 

A. To any extent as the AMC wants 

B. It cannot be extended / rolled over 

C. It can be extended, with investors’ approval, and after informing SEBI 

D. It can be extended only for the same period as the initial tenure 
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Quiz 

The mark-to-market of debt / money market instruments, as given by Crisil & Icra, is  for: 

A. All instruments since 1 January 2020 

B. All instruments since 30 June 2020 

C. Instruments of maturity more than 1 year 

D. Instruments of maturity more than 6 months 

 

 

For previous day NAV, in Liquid Funds, the cut-off time for clear funds is: 

A. 1 pm 

B. 2 pm 

C. 1 30 pm 

D. 2 30 pm 



Thank You 
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