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Implications
Demonetization has various short and long term impacts on common people. India traditionally is a cash economy, and we prefer paying and receiving in cash for most things. Interestinglving  858the banned notes constitute 86% of all banknotes in circulation in the country, which has resulted in a chaos. 



While we are depositing our money in banks, we can withdraw 
only tiny sums of money to meet our daily cash requirements only, 
as the government has imposed strict limits on withdrawals. As a 
result our saving accounts are thriving and we have a bank 
balance as never before. It is likely that this money will be lying 
idle in your accounts for two months, four months, six months 
or may be more and you'll be earning a meagre interest of 
around 4% on your money. The interest that you get is not even 
sufficient to cover the impact of inflation. This will result in 
diminishing the value of your money over time. 

You don't want to invest this money in long term assets like gold, 
real estate or equity mutual funds, because this money is for your 
routine requirements and you don't want to risk the principal.

So what can you do to earn more?
The most common option is investing in a Fixed Deposit. The 
banks are facing liquidity comfort as a result of huge deposits, 
therefore  all major banks of the country have cut their Fixed 
Deposit rates.

So, now you'll be earning lower interest rates on FD's as well, 
plus your liquidity requirement is also not met. 
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Mutual funds expect to net 
 ̀1 trillion post-demonetisation

The mutual fund industry hopes 
to garner ̀  1 trillion out of the ̀  10 
trillion which is expected to be 
deposited in banks post 
demonetisation of old notes of Rs 
500 and ` 1,000 denominations. 
The mutual fund industry, 
comprising over 40 fund houses, 
has already crossed the 
`17-trillion mark in assets under 
management and is looking at 
doubling the AUM within the next 
three years. Of this, the 
demonetisation alone is likely to 
add ` 1 trillion by December next 
year, as per industry experts. 
Among fund houses, Motilal 
Oswal AMC sounded bullish 
about the impact of 
demonetisation. We believe 
people will no longer be investing 
in real estate and gold, and rather 
put in their money in capital 
markets, including mutual funds. 
However, it will happen over a 
period of time, Motilal Oswal AMC 
MD and CEO Aashish P 
Sommaiyaa has said. The more 
the inflow of white money into the 
system, the more chanc
0.132
capital flow into the mutual fund2
sector. At Motilal Oswal, we2
believe our AUM, currently at ` 
15,000 crore, will get doubled2
over the next three years.

SIPs in MFs rise on investor's2
awareness, robust equity 
market

The number 132Systematic 
Investment Plans (SIPs) in mutual 
funds has more than doubled2to 
134 lakh in two-and-half years, 
primarily on account of increased2
awareness among investors and 
buoyancy in equity markets. A0.132
October 31 this year, the number 
132SIPs in mutual funds in India 
was 134.5 lakh, according to 
Minister of State for Financ
 Arjun 
Ram Meghwal.2SIPs increased2
from 60 lakh as on March 31, 
2014 to 90.2 lakh at the end of 
March 31, 2015. They increased2
further to 116.3 lakh at the end of 
the last fiscal.2Meghwal attributed 
the higher number of SIPs to 
rising awareness among investors, 
focus on other than top 15 cities2
by mutual fund2houses and 
general buoyancy in stock markets
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