AlFs gain currency as
fundraise tops 5 trn

Funds raised and commitments in AlFs have surged 30% Y-o0-Y

KHUSHBOO TIWARI
Mumbal, 26 Novermber

Iternative Investment funds
A{.-\Ilv':r have crossed €5 uitlion in

terms of funds ralsed, while the
Investment commitments have sur-
passed 22 rillion for the first time asof
September, according to data released
by the Securities and Exchange Board
of Indla (Sebi),

On a year-on-year basis, the funds
rulsed and commitments in AlFs have
surged by around 30 per cent each, with
wealthy Individuals embracing the
Investment vehicle in search of better
returns, AlFs are pooled Investment
vehicles for the affluent, where invest-
ments are drawn In tranches, meaning
that funds raised trail the commitment
amount. Nearly 70 per cent of these
Investments are inthe unlisted market,
where retums can be outsized com-
pared totrditional equity Investments
In the lsted space,

The total investments made by the
AlFs have inched closer to 24.5 trillion.
However, real estate continues to com-
mand the highest share of investments,
at ¥75,000 crore, or nearly 165 per cent
of the total Investments,

AIFs have higher entry barriers as
they Invest in more niche products,
such as unlisted assets, startups, private
credit, and other riskier assets.

“AlFs offer access to absolute return
products scross both Hguid and liquid
nsset classes, including derivatives, pri-
vate equity, Infrastructure, [ixed
Income, and credit. Regulatory reforms
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introduced by Sebi, aimed at enhancing
transparency, have slignificantly bol-
stered Investor confldence in the AIF
secton,” sald Deepak Sood, partner and
head of fixed income at Alpha
Alternatives. “The growing wealth in

Indin, coupled with the need for diver
sifbed nsset allocation, lsdriving the AITF
Industry; this bs further supponed by
enabling regulatory reforms,” sald
Rakshat Kapoor, head of private credit
and chief investment officer st Modulus

Altermnatives. Over the past few yeam,
Sebi has stepped up its monitoring of
AlFs and has implemented measures
such s valuation, benchmarking, man-
datory demateralisation, and normson
liguidation, which have helped the
growth of the segment, according 1o
industry players.

The market regulator has recently
proposad changes to the norms govern-
ing angel funds, which currently fall
under Category 1ol AlFs and account
forover 84,500 crore in funds raised

The proposals alm to ease certain
norms and allow smaller investmenis
by angel funds. However, this may be
restricted to accredited investors to
address concerns about exposure (o
high risk. AIFs that invest in startups,
early-stage ventures, and small and
medium enterprises fall under Category
LAIFs. Category Il AlFs, which account
for nearly two-thinds of the investments
made, invest in real estate funds, private
equity funds, funds for distressed
assets, ete. Thethind category includes
hedge funds and other funds that use
complex trading strategies.

There has also been a surge in the
private credit space, with many com
panies secking capital from alternative
sonirces beyond banks and non-banking
financial companies.

“The multifold growth of prdvate
credit within the AIF segment s prima
rily driven by higher yields, regular
income, and well-managed, contained
risk as compared to traditional regular-
income inveatments. We see this macm
trend continuing for some time,” added
Kapoor, Experts also attribute the
growth in AIFs to the rise in the affluent
class and investments from family
offices secking consistent performance
and high-vielding nssets

Earller this year, financial regulators
raised concems about the circumven-
tion of key regulations through AlFs,
with the amount under seruting reach-
Ing several thousand crores, However,
the RBI and Sebi intervened to curb
such instances and imposed certain
restrictions.



