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You can’t save people — but you can help them save
themselves.

That, in essence, is what financial guidance and wealth
management are all about. The role of a distributor is not to
predict markets, but to prepare investors for them.

The Fear of Missing Out

Fear of missing out in stock markets doesn’t arise because of a
lack of opportunities. It arises from a lack of preparedness. The
universe and the markets owe us nothing. They reward only
those who are ready — mentally, emotionally, and financially —
to receive.

Luck, chance, and wealth favor only a prepared mind.
Four Permanent Conditions of Markets

In equity investing, these four realities never change:
1. Everyday fluctuations

2. Short-term corrections

3. Medium-term crashes

4. Long-term recovery and compounding

The investor who stays the course through the first three
inevitably reaps the full rewards of the fourth.
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Understanding the Real Magic of Compounding

You don’t understand compounding by reading about it in
books, blogs, or spreadsheets. You understand it by living
through it — by owning good businesses through stocks or
mutual funds, and by holding them patiently for decades.

Ignore the daily noise. If you are a long-term owner of
quality businesses, whether the Sensex is at 80,000 or
60,000 shouldn’t matter. What matters is understanding the
businesses within your circle of competence, valuing them
wisely, and having the discipline to act when there’s a
meaningful gap between price and value.

What Really Matters

In investing, you don’t need massive capital to create
wealth. You need a few businesses that can compound
your limited capital for a long time — and then the wisdom
to sit still and not interfere with the compounding process.

Making money should never be the ultimate goal. The
real goal is freedom — freedom from money worries.

Equity investments become less risky the longer you hold them.
Time is the most powerful risk- reducer and wealth-builder.
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A Framework for Realistic Expectations

A good way to think about expected returns is:
Real GDP growth + Inflation + 1-2% (post-expense and tax)

That’s a realistic measure of how well you’re doing. Single-year
performance is irrelevant. What matters is what happens when
returns compound over decades.

A conservative investor may expect 9-12%, while a realistic
long-term investor may target 12—15%. At 15% CAGR, capital
doubles roughly every five years — an ambitious but achievable goal
for disciplined investors.

Why It’s Hard to Beat the Index

The index doesn’t pay taxes, incur frictional costs, pay brokerages,
or realise losses. It's a self-cleansing mechanism — removing
underperformers and adding winners. That's why even professional
investors find it difficult to consistently outperform it.

The Paradox of Investing

An investor can't become a heart surgeon overnight. But a heart
surgeon can become an investor overnight — and that’s the irony.
Everyone believes they can do it easily. But true investing maturity
comes only after living through at least three brutal bear markets and
learning to survive them.
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The Real Goal

Our goal was never to make tons of money. It was to gain
independence — to reach a place where you never had to work for a
pay cheque again. Freedom, not fortune, was the destination.

For investors, distributors and advisors alike, the message is simple:

Stay prepared. Stay patient. Stay invested.
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Message
from AMFI
Chairman

India is on an inspiring journey towards becoming a
developed nation by 2047. Enabling every citizen to enjoy
a retirement of dignity, independence and peace of mind
must be an integral part of that vision.

Rising life expectancy, evolving family structures and
growing aspirations have made retirement planning an
essential life goal rather than a distant afterthought. The
years beyond active work can now span decades — a
phase that must be sustained by foresight, discipline and
prudent investing.

This whitepaper is a reminder that retirement security
must move from the periphery to the core of our financial
priorities. It is a call for every working individual to start
early, invest regularly and stay the course. The mutual
fund industry, with its transparent and well-regulated
framework, offers a ‘Sahi choice’ for building a robust
retirement corpus through systematic, long-term
investing. In doing so, these investments safeguard
personal independence, while channelling savings into
productive capital, which fuels India’s growth.

As we progress through Amrit Kaal — the 25-year journey
to our centenary of independence — our aspiration of
becoming a developed nation by 2047 must rest on a
foundation of financially prepared citizens. Achieving
this will require coordinated action from policymakers,
employers, financial institutions and individuals alike.

In this whitepaper, AMFI seeks to highlight the urgency of
the challenge as well as the opportunity before us — to
ensure that every Indian can look forward to a retirement
marked by dignity, independence and peace of mind.

Navneet Munot,
Chairman
Association of Mutual Funds in India (AMFI)



AMFI

Message
from AMFI
Chief Executive

India’s growth towards becoming a developed nation by
2047 will be powered by the aspirations and the efforts of
its people. However, as our young demographic gradually
transitions into an ageing population, the widespread lack
of preparedness for retirement poses a serious challenge.
The absence of mandatory retirement savings provisions
further compounds this issue.

Through our outreach programs and interactions with
diverse segments of society, we've found that retirement
is often not viewed as a vital financial goal.In many cases,
individuals defer planning for it until it’s too late, leaving
themselves vulnerable in later years.

Yet, retirement planning is not just a personal imperative
— it’s a national one. When individuals invest with a long-
term horizon, especially through instruments like mutual
funds, their savings contribute to capital formation and
economic development. These investments help fund
infrastructure, businesses, and innovation, ultimately
driving national growth and stability.

This whitepaper offers insights for every participantin the
financial ecosystem — from investors and the regulator
to industry players and the government — enabling
informed, coordinated action. By encouraging early and
consistent participation in long-term savings instruments
such as mutual funds, we can turn personal financial
security into a driver of national progress and economic
resilience for decades to come.

Venkat Nageswar Chalasani,
Chief Executive
Association of Mutual Funds in India (AMFI)
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Executive
summary

India’s demographic shift toward an aging population and the limited reach of formal pension systems create an urgent
need for diversified retirement savings solutions. While the government of India has taken multiple measures to deepen
pension penetration, the industry still lags on multiple levels on the World Bank’s five-pillar framework as well as
individual pension indicators.

Globally, developed countries are adding another layer of individual pension planning as a part of their multi-pillar
pension systems, which includes social security by the government supported by private pension through defined
contribution (DC) schemes. In view of the vast aging population of India, the efforts towards pension funds penetration
need to be taken from multiple angles, including through mutual funds, in a large scale.

This whitepaper proposes the creation of a voluntary retirement scheme in India, managed by mutual funds, similar to
the US 401K. This could unlock long-term capital for the economy and provide structured retirement security to a wider
population.

The Indian mutual fund industry has witnessed significant evolutionin its regulatory framework and ecosystem over the
years, with a focus on investor protection, transparency, and disclosure. The industry has also seen the emergence of
new distribution channels, such as online platforms and robo-advisory services, making investing in mutual funds more
accessible and convenient for investors. With the necessary infrastructure in place, itis easier to blend in new products,
such as pension funds, within this ambit.

The proposed Mutual Fund- Voluntary Retirement Account (MF-VRA) scheme aims to provide a voluntary, employer-
linked retirement product managed by mutual funds, similar to the US 401(k) plan. The scheme would offer features
such as voluntary participation, employer-sponsored options, managed by mutual funds, tax incentives, portability,and
flexibility.

The MF-VRA scheme would build on the long-term policy laid out by SEBI,enhancing the reach and promoting financial
inclusion, and would ride on the growth of mutual funds in India, which has crossed Rs 75 lakh crore of assets as of
July 2025. The success of the MF-VRA scheme depends on the collaborative efforts of regulatory enablers, operational
design stakeholders, and other key players.

The benefits of the MF-VRA scheme would be multifaceted, enhancing pension penetration and coverage in the country,
having a positive impact on economic growth, and reducing the burden of social security on the exchequer. The scheme
would also channel household financial savings into the financial markets, providing long-term stability and depth,
and increasing the scale and efficiency of the mutual fund industry. Additionally, the MF-VRA scheme would provide
supplemental retirement planning and long-term allocation to productive assets for investors, ultimately leading to a
more secure and sustainable financial future for individuals.

To make the MF-VRA scheme a success, stakeholders must work together to define the product structure, introduce tax
deductions, establish portability provisions, create retirement lifecycle funds, and design user-friendly onboarding and
goal-tracking tools. By doing so, India can develop a robust pension system, supplementing retirement planning and
providing individuals with a secure and sustainable financial future.
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The number of Indians aged 60 years and above will
nearly double by 2050 — a number way higher than
the entire population in that age bracket in Europe —
United Nations (UN) estimates show.

Therefore, pension coverage in the country needs to be
greatly expanded.

It is equally important to look at the investment avenues
the pension corpus is going into and whether these can
realistically help people in their sunset years to maintain
their lifestyles.

In this whitepaper, the Association of Mutual Funds in
India (AMFI) explores the reasons why pension coverage
needs to be considerably enhanced, the various modes
to achieve that, as well as the optimum investment
options, such as mutual funds, which can ensure that the
individuals are able to maintain the similar life style,if not
better, even after their superannuation.

First, acloser look at India’s demographic situation, which
underscores the need for more effective pension coverage.

Young India is ageing rapidly

As per the UN estimates, as of 2023, over 43% of the
country’s population was under 25 years and just 11%
above 60 years.

By 2050, the share of the elderly in India’s total population
is expected to nearly double to 21%, which means every
fifth Indian will be a senior citizen (60+) compared with
onein 10 now.
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India’s age-wise population distribution trend

2023 2030

2040

2050

m0-24 w25-59 w60+

Note: Data as on March 31, 2023 (as per latest available data)
Source: UN population estimates

In real terms, India’s population of 60 years and above
will top 346 million by 2050, second only to China (504
million). The growth in the number of senior citizens as
a percentage of total population is much higher in case
of India as compared with the world average. As can be
seen, the elderly population, which made up 11% of the
total population in 2023, is expected to rise to 21% in 2050,

whereas in case of the world, elderly population made up
14% of the total population in 2023 an is expected to rise
to 22% in 2050. Thus, by 2050, India would not only be in
a similar position to today’s developed world, in terms of
population share of the elderly, but will also have to take
care of a considerably larger elderly population.

Indiavs global senior citizen population (60+) projection

P 2023 | 2030 | 2040 [ 2050
T 25% | 27% | 29% | 31%
P 7023 | 2030 | 2040 [ 2050
STl 20% | 26% | 33% | 40%
/ 2023 | 2030 [ 2040 | 2050
PRI 2023 | 2030 | 2040 | 2050 | Mekuamakll 6% | 38% | 43% | 43%
P 2023 | 2030 | 2040 | 2050 . ETAETTETARD
TR 24% | 26% | 27% | 29%
P 7023 [ 2030 | 2040 | 2050 Year 2023 | 2030 | 2040 | 2050
IVSEl 14% | 16% | 19% | 22% PN 23% | 25% | 28% | 30%

Source: UN population estimates
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It is, therefore, imperative that India expands a pension
system now, when the demography is conducive for
pension planning, to supplement the population’s income
in their sunset years.

Another factor to consider is that the variances in
demographics within the country are also considerable.
As per data by the Ministry of Statistics and Programme
Implementation, Kerala, for instance, with an elderly
population of 16.5% in 2021, was much ahead of the
country’s average of 11%, while Bihar was at the other end
of the spectrum, at 7.7%.

This trend is expected to continue, with Kerala’s elderly
population topping 20.9% by 2031 followed by Tamil
Nadu (18.2%) and Himachal Pradesh (17.1%) while Bihar
continuing to have a relatively younger demography, with
an elderly population share of just 9.5%.

This means some states will have a higher elderly
population nearly 20 years before the country average,
i.e. 2050. Still, even in 2050, this proportion is expected
to be the least in Bihar (9.5%), Uttar Pradesh (10.3%) and
Jharkhand (10.8%).

This is where the mutual fund industry could provide
recourse.

11
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To be sure, the footprint of the mutual fund industry is
expanding rapidly in the country compared with just a
few years ago, wherein it was largely concentrated in a
few cities and regions. The uptake can be seen in beyond
30 (B-30) cities’ assets growing at a faster pace than top
30 (T-30) counterparts, from Rs 5.12 lakh crore in March
2019 to Rs 17.46 lakh crore in March 2025, i.e. a notable
CAGR of 22.69%, thereby increasing its share from
21.5% to 26.6%. The analysis excludes non-resident
Indian and overseas investments, which have remained
constant at ~4%.

The widening base can also be seen in asset distribution
across states. Between fiscals 2019 and 2025, the share
of top states such as Maharashtra and Delhi declined,
losing 0.43% and 1.86%, respectively. Karnataka, West
Bengal and Gujarat also experienced minor reductions.
Meanwhile, Uttar Pradesh, Madhya Pradesh, Bihar, Kerala,
Jharkhand, and Telangana have gained market share,
reflecting a gradual shift in investments to traditionally
underpenetrated states.

However, the pension system in India needs to be further
developed for it to achieve optimum potential.
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Need to /
develop a
pension
system
based on the
World Bank’s
five-pillar
framework...

/,

In India, transitioning from the three-pillar pension system
introduced by the World Bank in 1994, the framework
has been refined to adapt to widely varying conditions
and better address the needs of diverse populations and
manage the requirement inold age.

Pillar Zero (non-contributory): The first pillar is a
non-contributory social pension framework, typically
financed by the government, which provides a minimal
level of income in old age. This ensures people with low
lifetime incomes are provided with basic protection when
they reach superannuation, including those who only
participated marginally in the formal economy.

In India, such protection is provided by the central
government through National Social Assistance Program
(NSAP) which is provided to any person who has little or no
regular means of subsistence from his/her own source of
income or through financial support from family members.
Under NSAP, there are five social security schemes of
which three are pension schemes listed below:

IndiraGandhiNational Old Age Pension Scheme (IGNOAPS):
Under the scheme, Below Poverty Line (BPL) persons aged
60 years or above are entitled to a monthly pension of Rs.
200/- up to 79 years of age and Rs.500/- thereafter.

12
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The World Bank’s five-pillar framework is one of the
fundamental benchmarks for comparing the pension
industry in a country.

Indira Gandhi National Widow Pension Scheme (IGNWPS)
provides a monthly pension of 2300 to widows aged 40-79
years, and ¥500 to those aged 80 and above (BPL widows
only)

The pension amount under the Indira Gandhi National
Disability Pension Scheme (IGNDPS) is Rs. 300 per month
for Divyangjan between 18 and 79 years, and Rs. 500 per
month for Divyangjan aged 80 years and above. (for BPL
people only)

State and Central government employees who joined
before 2004 also form a part of pillar zero for retirement
benefits.

Pillar | (mandatory — pay-as-you-go): The second pillar,
termed Pillar 1, is a pay-as-you-go/ defined benefit (DB)
pension framework, which is primarily tax- / expense-
funded, respectively, and seeks to replace some portion
of pre-superannuation income. The aim of this pillar is to
replace some portion of lifetime pre-retirement income
and addressrisks suchas inappropriate planning horizons
owing to uncertainty of life expectancy, and lack of access
or aversion to risks of the financial markets. The plan is,
however, subject to demographic risks (ageing population)
and poses high stress on the fiscal system. So, there are
questions about its sustainability.



In India, this pillar was done away with for government
employees in 2004, with the government transitioning
to defined contribution (DC) pension for all employees
joining from January 2004 (excluding Defence personnel).
Government employees who entered service pre-2004
would continue to receive DB benefit, but because of the
shift, the cost to the exchequer would drastically reduce.

With effect from April 1, 2025, the Unified Pension Scheme
(UPS) has been introduced for central government
employees, which is a hybrid pension scheme - guaranteed
pension with contribution model.

Pillar Il (mandatory — organised section): The third pillar
is also mandatory, but in the form of a DC pension system
from the subscriber. Mostly, it targets the organised
section of the economy with a wide set of investment
options, including active or passive investment, wide
choice of parameters for selecting investments and
investment managers, and options for phased withdrawal
of amounts.

In India, this pillar has a long history in the form of
Employees’ Pension Fund (EPS) and Employee Provident

AMFI

Fund (EPF). Scheme CG and Scheme SG of NPS also fall
under this pillar. It lacks depth because of the low share of
the organised sector in the country.

Pillar 11l (voluntary): This pillar is voluntarily opted for by
subscribers. Plans such as the voluntary scheme of the
National Pension System, Atal Pension Yojana, Pradhan
Mantri Shram Yogi Maan-Dhan Yojana (PM-SYM), mutual
fund retirement plans, pension plans from insurance
companies, and Public Provident Fund come under this
pillar. However, in this case, affordability and persistency,
particularly for the low-income segment, are some of
the concerns in India and, thus, may result in inadequate
payouts in the vesting period.

Pillar IV (non-financial): The fifth pillar is family or other
informalfinancialand non-financial support.Thishas been
the traditional pension support in India. However, it has
been failing in recent times with increasing urbanisation
and nuclearisation of families. Average family size in India
has reduced to 4.1 in 2021 as against 4.5 in 2011.

Five pillar framework in India

CTE———) Lo——-0—c- e e————— [ ————— ] pamaeeess . 1§
—_—) ———1 fie——r—"w———-] e S ——
Pillar 0 Pillar 1 Pillar 2 Pillar 3 Pillar 4

Universal Social Pay as you go Occupational Personal Informal
Security Pension pension Support

IGNOAPS Old DB schemes EPFO,CMPF, ATPPF, NPS for Corporate, NPS Family and other
« Coverage — for central/state Seamen’s PF, Lite, APY individual assets

2.21 cr pensioners’ government and Superannuation Funds « Traditional bias,
« Payments — PSUs « EPFO Coverage — 1.46 « Coverage - ?’74 e reducing in recent

Rs 4.46 lakh cr? cr?, AUM —Rs Rs 3.24 subscribers years

lakh cr® AUM - Rsi15.48 . Avg family size 4.4 in

IGNWPS lakh cr 2025 - MoSP! vs. 4.5
« Coverage — NPS for Centraland in 2011

0.68 cr pensioners’ State Government Mutual Funds
« Payments — employees « 29 schemes? AUM -

Rs 1.39 lakh cr? « Coverage - Rs 29,105 cr?

1.99 cr subscribers?/ « Insurance plans
!Ggg\':esrage _ AUM - Rs 13.99 (Pension and Annuity)
: lakh cr? « AUM-Rs 14.74

0.08 cr pensioners'’ lakh cr?
« Payments —

Rs 19,762 cr? PPF

« Coverage — 0.24 cr

State Schemes subscrﬁ)ers’
« Coverage —

1.4 cr pensioners?

Source: PFRDA, AMFI, NSAF, IRDA, Crisil Intelligence, MoSPI, Census
'Data as of March 2023, ?Data as of March 2025, *Data as of March 2024
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...and its
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pension
indicators

The lack of a robust pension system in the
country across the five-pillar framework
has impacted major pension indicators.

Pension coverage pension schemes. When the labour force is considered,

only 54.9% of the same is covered. In comparison, the
According to data from the Organization for Economic Co-  QECD countries’average is significantly higher, with 75.8%
operation and Development (OECD), India’s coverage under  of the population aged 15-64 and 95.1% of the active
mandatory pension schemes is relatively low. Only 27.2%  |abour force covered under mandatory pension schemes.
of the population aged 15-64 is covered under mandatory

Coverage of mandatory pension schemes by population and labour force
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Note: 1) Australia, Canada,Japan, Korea, United States, France, Germany, Italy and United Kingdom are OECD countries, whereas others are non-OECD countries.

2)In several economies, the percentage of coverage for the labourforce is above 100%. This results from it being possible for individuals to have multiple accounts and for those
currently outside the labour force to have previously been a paid member of an account.

Source: Pensions at a Glance Asia/Pacific 2024: OECD
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Pension coverage
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Coverage is defined as the proportion of people that are covered by mandatory pension schemes. The measures
used here are: i) population aged 15-64 and ii) active labour force. The coverage percentage is a measure of how
effectively a pension system is being utilised by the pre-retirement population and can act as an indicator of future
trends. The coverage value is expressed as the percentage

of the population or labour force that is classified as active members of a mandatory pension system during the
indicated year. Active members include those that have either contributed or accrued pension rights in any of the
major mandatory pension schemes during the indicated year.

Pension assets

India also lacks in terms of the size of pension assets as
a % of gross domestic product (GDP), considering the lack
of pension coverage and voluntary contribution towards
pension plans in the country.

As per OECD data, the size of India’s pension assets? was
just 11% of the country’s GDP at end-2022. In contrast, the
figure was 87% for OECD countries, while for developed
pension markets such as the US, Australia and Canada,
the size was higher than their GDP, in the range of 130-
150%. Even when compared with countries within the

BRICS group, South Africa and Brazil have higher pension
assets, at 78% and 24%, respectively.

The development of pension assets in the large pension
markets of OECD is primarily because of long history of
a pension plan industry along with mandatory or quasi
mandatory private pensions systems. In fact, the US and
Canada have also benefited from allowing tax benefits on
the contribution.

Similar to 401 K in US, India may also think of compulsory
savings towards pension for the entire population in the
organised sector.

Pension assets Indiavs. select economies and OECD at end-2022

Pension plans

As a % of GDP $ million
OECD countries
Australia 131.4 2,089,041
Canada 152.8 3,126,435
Chile 57.7 174,792
Israel 61.3 307,330
Japan 30.2 1,266,230
Netherlands 150.7 1,541,194
Sweden 979 561,147
United Kingdom 85.2 2,561,509
United States 1375 35,016,907
OECD 86.7 51,548,877
Selected other major economies
Brazil 23.9 454,805
China 24 412,854
India 10.7 338,159
South Africa 78.2 295,940

Data for India cover the National Pension Scheme and Atal Pension Yojana at end-2022 and Employees’ Provident Fund, Employees' Pension Fund and Employees’Deposit

Linked Insurance Fund at end-March 2022.
Source: OECD Pensions at a Glance 2023

'0ECD

?Includes assets under the National Pension Scheme and Atal Pension Yojana at end-2022, and Employees’ Provident Fund and Employees’ Pension Fund and Employees’

Deposit Linked Insurance Fund at end-March 2022
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