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— About this book

Welcome to the "Mutual Fund Distributor" training program. This handbook is crafted to furnish
participants with a comprehensive understanding of the role of a data analyst in the financial services
sector, with a specific focus on managing information systems, generating insights, and ensuring data
integrity and security. Throughout this training initiative, participants will delve into various facets of
data analysis, including data collection, processing, interpretation, and presentation. The handbook
aims to equip participants with the requisite skills to navigate through vast datasets, extract meaningful
information, and provide actionable recommendations.

Participants will also be trained to stay abreast of emerging technologies, tools, and methodologies
in data analysis relevant to the financial services domain. Emphasis will be placed on effective
communication skills, enabling participants to convey complex data findings in a clear and concise
manner to stakeholders. The handbook outlines the key competencies and proficiencies essential for
successful MIS data analysts in financial services. This encompasses proficiency in data visualization,
database management, statistical analysis, and adherence to regulatory compliance standards.

Performance metrics are established to motivate participants to attain the necessary skills through
practical application and adherence to industry best practices.

This Participant Handbook is designed based on the Qualification Pack (QP) under the National Skill
Qualification framework (NSQF) and it comprises of the following National Occupational Standards
(NOS)/ topics and additional topics.

BSC/N3810: Identify and approach potential clients

BSC/N3811: Assist clients in mutual fund application and KYC process

BSC/N3820: Provide ongoing support for investment portfolio monitoring and redemptions
BSC/N3821: Ensure compliance and regulatory reporting

DGT/VSQ/N0102: Employability Skills (60 Hours)
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— Key Learning Outcomes | ¢

By the end of this module, the participants will be able to:

1. Outline the overview of Skill India Mission
2. Discuss the banking industry and its sub-sectors
3. Define the role and responsibilities of Mutual Fund Distributor
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UNIT 1.1: Skill India Mission, Banking Industry, Role of a
Mutual Fund Distributor

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. Discuss the objectives and benefits of the Skill India Mission

2. Describe the scope of banking industry and its sub-sectors

3. Discuss job role and opportunities for a Mutual Fund Distributor
4. List the basic terminologies used in banking services

— 1.1.1 Skill India Mission: Objectives and Benefits

India is one of the youngest countries globally, and a significant percentage of its population falls under
its working-age population. However, for several years, an important issue for India was the divide that
existed between education and employable skills. To overcome this problem and also to ensure that
the country’s youth are equipped for jobs that will make them self-employed, the Government of India
formed “Skill India Mission.”

Skill
India
Mission

™ josh

Fig. 1.1.1: Skill India Mission’s logo ft. by Jagran Josh

The Skill India Mission is designed to produce a skilled and competent workforce that can be effectively
utilized for the growth of the economy. This mission is also very important as far as banking, financial
services, insurance, and mutual fund distribution channels are concerned because here, knowledge
and handling of customers is of utmost importance.

Objectives of the Skill India Mission

The Skill India Mission has been designed with clearly defined objectives to transform India’s workforce
into a globally competitive human resource base.

—______&__________
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1. Bridging the Skill Gap

A key aim of the Skill India mission is filling the gap that exists between education and the
requirements for skills and abilities. The skills and abilities required by many companies and
organizations cannot be found readily among the graduates and people with diplomas, as they
have theoretical knowledge rather than practical skills. The mission equips people with practical
skills so that they can work straight away.

In the financial services sector, this includes skills such as:

e Understanding banking products

e Communicating with customers

e Handling financial documentation

e Following compliance and ethical standards
2. Enhancing Employability

The mission aims to increase the employability of Indian youth by providing skill-based training
aligned with industry needs. Instead of focusing only on degrees, Skill India emphasizes competency-
based learning, where individuals are trained for specific job roles.

For example, roles such as:

e Bank sales executives
e Relationship managers
e Mutual Fund Distributors
e Customer service officers
are covered under structured skill frameworks, making candidates suitable for immediate
employment.
3. Promoting Entrepreneurship and Self-Employment

Another key objective of the Skill India Mission is promoting Entrepreneurship & Self-employment.
The Skill India mission understands that not all people are meant for a life of employments. Also,
many industries such as financial services provide scope for self-employment.

Mutual Fund Distribution is a strong example where individuals can:

e Work independently as financial advisors
e Build long-term businesses
e Create employment for others as their practice grows
Skill India supports such paths by providing certifications, training, and recognition.

4. Standardization of Skill Training
The mission seeks to bring uniformity and standardization in skill training across the country
through:
e National Occupational Standards (NOS)
e Qualification Packs (QPs)
e Assessment and certification systems

This ensures that a trained individual in one part of India meets the same competency standards
as someone trained elsewhere. In the BFSI sector, this improves trust, professionalism, and service
quality.
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5. Aligning Skills with Industry Demand
Skill India focuses on demand-driven training rather than supply-driven education. Training programs
are developed in consultation with industry bodies and sector skill councils to ensure relevance.
In banking and financial services, this means training aligned with:

e Customer acquisition

e Financial literacy

e Digital banking

e Investment products and compliance
6. Supporting Financial Inclusion

An educated workforce in banking and investments directly assists in financial inclusion. Through
training knowledgeable professionals who are also equipped to educate clients on savings, insurance,
and investments, this mission assists in getting more people into the financial mainstream.

Benefits of the Skill India Mission

The Skill India Mission offers multiple benefits at the individual, industry, and national levels. These
benefits help create a skilled workforce capable of meeting modern economicand industry requirements.

1. Improved Employability

The mission is a great means of improving employability by focusing on skills that are oriented
towards jobs and industries. The skills taught also focus on job roles, helping candidates meet the
demands of their potential employers. For industries like banking and financial services, candidates
will be able to handle actual customer interactions.

2. Industry-Recognized Skill Certification

Skill India provides standardized certifications aligned with National Occupational Standards.
These certifications are recognized by employers across India, increasing the credibility of trained
individuals. For financial services professionals, such certification improves trust and professional
acceptance in the market.

3. Promotion of Self-Employment and Entrepreneurship

The mission encourages people to go for self-employment or jobs as entrepreneurs. Skill-based
jobs like Mutual Fund Distribution empower trained professionals to open their own practices with
less initial capital outlay, thus creating jobs for other people.

4. Reduction of Skill Gap

Skill India is trying to bridge the gap between the available jobs and the skill sets of the employees.
The skill set that the employees will acquire will suit the demands of the industry and will help
the employees meet the demands that are required in the industry. Sectors such as banking
and investment services are changing at a rapid pace, and the services of Skill India will help the
employees meet the changing demands of the industry.

5. Enhanced Productivity and Efficiency

A skilled workforce performs tasks more efficiently and accurately. In banking and financial services,
this leads to better customer service, faster processing of transactions, and reduced errors, thereby
improving overall organizational productivity.

6. Support for Financial Inclusion

Trained professionals play a key role in spreading awareness about formal financial products such
as savings accounts, insurance, and mutual funds. This supports financial inclusion, especially in
semi-urban and rural areas, by helping people understand and access financial services.

'
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7. Career Mobility and Continuous Learning

Skill India promotes lifelong learning and upskilling, allowing individuals to adapt to changing
job requirements. Professionals can upgrade their skills, switch roles, or move into higher-value
positions as industries evolve, particularly with digital transformation in banking.

8. Reduced Training Costs for Employers

Employers benefit from the availability of job-ready candidates, reducing the time and cost required
for internal training. Financial institutions can focus more on business development rather than
basic skill training.

9. Strengthening of Professional and Ethical Standards

Skill-based training focuses on professional behavior, ethics, and customer responsibility. Skill-
based training can help solve problems of mis-selling and low investor confidence prevalent in
financial services.

e Contribution to Economic Growth

By improving workforce skills, the mission increases employment, productivity, and income
generation. A skilled financial services workforce supports capital formation, investment growth,
and overall economic development of the country.

e Global Competitiveness of Indian Workforce

Standardized skill training aligned with global benchmarks enables Indian professionals to compete
ininternational markets. This enhances India’s reputation as a source of skilled manpower, especially
in service-oriented sectors.

¢ Inclusive Growth and Social Empowerment

Skill India promotes inclusive development by providing opportunities to youth from diverse
backgrounds. Skill-based livelihoods empower individuals economically and socially, contributing
to balanced and sustainable growth.

— 1.1.2 Scope of the banking industry and its sub-sectors

Banking services form the backbone of the financial sector, playing animportant role in the development
of the economy, savings, creation of credit, and investments. In an Indian setting, it can be said that
banking forms the first point of entry for an individual entering the financial sector. Thus, for an MFD,
it becomes crucial to comprehend the extent to which the banking sector has developed, given that it
has an important association with mutual fund distribution, transactions, among other aspects related
to mutual fund investors.

The banking system in India operates under the supervision of Reserve Bank of India (RBI). The RBI
brings stability and discipline into banking. The banking system has developed from merely dealing
with deposits and advances to investment services and payments through digital means. All this is
related to mutual funds.

Scope of the Banking Industry

The scope of the banking industry refers to the range of services and functions performed by banks in
the economy. Modern banks act as financial service providers rather than mere custodians of money.
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Fig. 1.1.2: Overview of the Banking Sector

Mobilization of Savings

Banks acquire savings from individuals and institutions through savings accounts, fixed deposits,
and recurring deposits. The role of banks aids in the utilization of idle money. In most MFD cases,
bank deposits are where investor discussions often begin. Many mutual fund investors withdraw
their money from fixed deposits to invest in mutual funds for higher returns. Knowledge of deposit
schemes assists an MFD in explaining asset allocation.

Credit Creation and Lending

Banks offer loans and advances to people, companies, agriculture, and industries. By extending
loans, banks promote economic activities. Loan-based customers, for example, anyone who has
a home loan or a salary account, are potential investors. In most cases, FMDs have interactions
with customers to plan for long-term investments, save taxes, or create wealth in line with debt
repayment programs.

Payment and Settlement Systems

Banks facilitate money transfers through cheques, drafts, electronic transfers, debit cards, credit
cards, and digital platforms. All mutual fund investments and redemptions are routed through
banking channels. An MFD must understand payment systems, mandate registration, and bank
account linking to ensure smooth transaction execution and investor convenience.

Financial Inclusion

Banks play a major role in promoting financial inclusion by offering basic banking services to
underserved populations through rural branches, digital banking, and government schemes.
Financial inclusion expands the future investor base. As more individuals open bank accounts, MFDs
get opportunities to educate first-time investors and introduce them to systematic investment plans
(SIPs) and basic mutual fund products.
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5. Distribution of Financial Products
Third-party financial services that banks distribute include insurance, retirement schemes, and
unit trusts. Institutional distribution of unit trusts is done by banks. Independent MFDs operate
in collaboration, in competition, or in collaboration by referral along with banks. Bank distribution
models enable independent MFDs to properly position themselves.

6. Support to Capital Formation

By channelizing savings into investments, banks contribute to capital formation and economic
development. Mutual funds act as an extension of this process. Banks and MFDs together help
investors participate in capital markets, making banking knowledge essential for effective investment
advisory and distribution.

Sub-Sectors of the Banking Industry

The Indian banking industry is divided into multiple sub-sectors based on ownership, function, and
customer focus. Each sub-sector interacts with mutual fund distribution in different ways.

1. Central Bank

The central bank regulates and supervises the entire banking system. In India, this role is performed
by the Reserve Bank of India.

Functions include:

e Issuing currency

e Regulating banks and NBFCs
e Controlling money supply

e Ensuring financial stability

RBI regulations impact interest rates, liquidity, and investor behavior. Changes in banking policies
often influence fund flows between deposits and mutual funds, directly affecting an MFD’s business
environment.

2. Commercial Banks
Commercial banks form the largest segment and serve individuals, businesses, institutions.

Types of Commercial Banks

Public Sector Public Sector Serele Bel
Banks EENLS -

Fig. 1.1.3: Types of Commercial banks

Commercial banks are major competitors and partners for MFDs. Many investors trust banks as
financial advisors, making it important for MFDs to differentiate through personalized service, goal-
based planning, and long-term relationship management.
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3. Cooperative Banks

Cooperative banks operate at urban and rural levels and cater to small traders, farmers, and
local communities. Customers of cooperative banks represent an untapped segment for mutual
fund awareness. MFDs operating in semi-urban and rural areas often leverage cooperative bank
customers for expanding their investor base.

4. Regional Rural Banks (RRBs)

RRBs focus on rural development by providing basic banking and credit facilities. With increasing
penetration of banking services in rural areas, RRB customers are gradually becoming eligible for
small-ticket investments. MFDs can promote simple mutual fund products and SIPs among this
segment.

5. Development Banks

Development banks provide long-term finance for infrastructure and industrial development.
These institutions influence capital markets and long-term investment opportunities. Mutual funds
investing in infrastructure and debt instruments are indirectly connected to development banking
activities.

6. Non-Banking Financial Companies (NBFCs)

NBFCs provide loans, asset financing, and investment services but do not accept demand deposits.
NBFC customers often seek investment options alongside borrowing. MFDs frequently work with
NBFC-referred clients for tax planning, surplus investment, and portfolio diversification.

7. Specialized Financial Institutions

These institutions focus on housing finance, export finance, and agricultural finance. Clients
associated with specialized institutions often require long-term financial planning, creating
opportunities for mutual fund investments aligned with specific life goals.

1.1.3 Job Role and Opportunities of a

Mutual Fund Distributor

In view of the complexity in financial markets coupled with greater awareness regarding long-term
investment planning, there has been an increasing importance of mutual funds as an investment
instrument among individuals. However, mutual fund schemes are market-related, not easily
comprehended by all, in particular those who are conversant with banking services such as savings
accounts, fixed deposits, and recurring deposits. There is, therefore, an increasing demand for qualified
personnel who would educate people regarding selecting suitable schemes in mutual funds.
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Fig. 1.1.4: Reference image showing MFD seeing portfolio

A Mutual Fund Distributor (MFD) refers to a qualified individual who helps in the distribution process
and support investment decisions. Under Indian regulations for mutual fund distribution in the country,
the distributors are registered as “Mutual Fund Distributors” under the Association of Mutual Funds in
India. The primary function of the distributor in this case is that they act as an intermediate between
asset management companies and mutual fund investors.

The work of a Mutual Fund Distributor does not merely encompass distribution of investments. It
encompasses education, assessment, identification of products, transactions, among other services.
As more individuals move from savings-based instruments to investment-oriented products, the
importance of Mutual Fund Distributors in the financial system continues to grow.

Job Role of a Mutual Fund Distributor

1. Investor Education and Awareness

One of the fundamental functions of a Mutual Fund Distributor is educating investors on mutual
funds. Many investors lack knowledge of the working of mutual funds. In addition to this, they are
also oblivious to the differences existing between mutual funds and conventional banking products.
The distributor introduces investors to concepts such as risk and returns, diversification, long-term
investments, and importance of planning.

This assists in overcoming fear and misconceptions regarding market-linked investments and
enables them to make proper financial decisions.
2. Understanding Investor Needs and Risk Profile

Before recommending any mutual fund scheme, the distributor must understand the investor’s
financial background and objectives. This includes assessing income level, age, financial goals,
investment horizon, and risk tolerance.

Based on this assessment, the distributor ensures that:

e The investment matches the investor’s goals
e The level of risk is suitable
¢ The investment duration is realistic

This process helps in avoiding mis-selling and builds long-term trust between the distributor and
the investor.

'
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3. Recommendation of Suitable Mutual Fund Schemes

After considering the requirements of the investors, the Mutual Fund Distributor identifies
appropriate schemes in mutual funds that are suitable for the particular investor, such as equity
schemes for long-term investment, debt schemes, hybrid schemes, or tax-saving schemes.

The recommendation procedure is fully explained to the investor so that they are clear about
why they have been recommended a particular scheme. Ethical distributors emphasize more on
suitability than performance in the short term.

4. Assistance in Documentation and Transactions
Mutual fund investments involve several operational steps, and the distributor assists investors in
completing these processes smoothly. This includes:
e Completion of KYC formalities
e Linking of bank accounts
e SIP registration
e Purchase, redemption, or switching of schemes

Since all mutual fund transactions are routed through banking systems, knowledge of basic banking
procedures is essential for a Mutual Fund Distributor.

5. Post-Investment Service and Portfolio Review

The role of a Mutual Fund Distributor continues even after the investment is made. Mutual fund
investments are influenced by market movements, which may cause anxiety among investors. The
distributor provides ongoing support by reviewing portfolios periodically and addressing investor
concerns.

During market volatility, the distributor plays an important role in guiding investors to remain
disciplined and focused on long-term goals. This service-oriented approach strengthens investor
confidence and retention.

6. Ethical Conduct and Compliance

A Mutual Fund Distributor is expected to follow ethical standards and regulatory guidelines.
Transparency in communication, proper disclosure of information, and protection of investor data
are essential responsibilities. Following ethical practices helps maintain the credibility of both the
distributor and the mutual fund industry.

Opportunities for a Mutual Fund Distributor

Independent Employment with Entrepreneurial
Financial Advisor Banks and Financial and Business
(IFA) Institutions Opportunities

Opportunities in
Rural and Semi-
Urban Areas

Long-Term and
Recurring Income

Fig. 1.1.5: Opportunities of MFD
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1. Independent Financial Advisor (IFA)

Mutual Fund Distributors can act as relationship managers or investment executives with banks,
non-banking financial companies, and wealth management companies. This provides an organized
working schedule, assured income components, and an existing client base.

This option is best suited for those who would like stability along with experience in financial
services.

2. Employment with Banks and Financial Institutions

Mutual Fund Distributors can work with banks, non-banking financial companies, and wealth
management firms as relationship managers or investment executives. Such roles offer structured
working environments, fixed income components, and access to an existing customer base.

This option is suitable for individuals who prefer stability along with exposure to financial products.

3. Entrepreneurial and Business Opportunities

Mutual fund distribution requires relatively low initial capital and offers scalable growth. With
experience and market presence, distributors can expand their operations, employ staff, and
gradually offer broader financial planning services.

This makes mutual fund distribution an attractive entrepreneurial opportunity in the financial
services sector.

4. Opportunities in Rural and Semi-Urban Areas

Given the rising bank penetration and inclusion, the rural and semi-urban markets pose immense
growth opportunities. This is because a lot of people in these markets are new to investing and
need education on mutual funds.

The Mutual Fund Distributors can introduce small investment options such as SIPs and help in
financial inclusion along with developing long-term relationships.

5. Long-Term and Recurring Income

One of the most important advantages of the mutual fund distribution process is the generation of
steady income via the trail commission system. As long as the investors stay invested, the income
would keep coming, making the distributors concentrate on the long-term success of the investors
instead of short-term sales growth.

— 1.1.4 Basic terminologies used in banking services

Banking services are considered the backbone of the financial system, and these operations are in close
connection with investment operations such as transactions in Mutual Funds. It is necessary that each
stock market investor, whether direct or a Mutual Fund Distributor, understands banking basics in order
to be aware of related terms associated with banking operations.

In the case of a Mutual Fund Distributor, knowing banking terms is essential not only for communicating
with clients but also for the smooth processing of investment transactions. The knowledge of banking
terms will enable a Mutual Fund Distributor to guide investors correctly and will thus enhance
professional credibility. Due to the merging of banking and investment services, knowing banking terms
will be a crucial attribute for a successful Mutual Fund Distributor.
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Basic Banking Terminologies

1. Bank Account
A bank account is an arrangement between a customer and a bank that allows the customer to
deposit and withdraw money. Common types include savings accounts, current accounts, and fixed

deposit accounts.

Fig. 1.1.6: Reference image for Bank account

For a Mutual Fund Distributor, the bank account is central to all mutual fund transactions. Investment
amounts are debited from the investor’s bank account, and redemption proceeds are credited back
to the same account. Correct bank details are essential to avoid transaction failures.

2. Fixed Deposit (FD)
A fixed deposit is a banking product where a fixed amount is deposited for a specified period at a
predetermined interest rate.

Fig. 1.1.7: Reference image for saving money at one place

From an MFD’s perspective, fixed deposits are frequently compared with debt mutual funds.
Distributors often explain the differences in terms of liquidity, taxation, and returns when guiding
investors on investment choices.
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3. Savings Account

photographs.

5. Cheque

4. Know Your Customer (KYC)

KYC refers to the process by which banks and financial institutions verify the identity and address
of their customers. It includes submission of documents such as identity proof, address proof, and

Fig. 1.1.8: Reference image for KYC verification process
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Fig. 1.1.9: Reference image of Cheque

A savings account is a basic deposit account that allows individuals to keep their money safe
while earning interest. It also provides easy access to funds through cheques, debit cards, and
electronic transfers. Many investors start their investment career with a savings account. Mutual
Fund Distributors also advise investors to invest any surplus money from their savings account into
a mutual fund to achieve superior long-term returns.

KYC is mandatory for mutual fund investments. Mutual Fund Distributors assist investors in
completing KYC formalities to ensure compliance and enable smooth investment processing.

A cheque is a written instruction by an account holder to the bank to pay a specified amount to a
person or organization.

T W W OR BEARER

B

Although electronic modes are more common today, cheques are still used in mutual fund
investments, especially by traditional investors. Distributors must ensure that cheque details are
accurate to avoid transaction rejection.
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6. Electronic Fund Transfer

Electronic fund transfer refers to the movement of funds electronically from one bank account to
another using systems such as NEFT, RTGS, IMPS, or UPI.

Fig. 1.1.10: Reference image of transaction

Mutual fund investments and SIP payments increasingly rely on electronic transfers. Mutual Fund
Distributors must understand these systems to guide investors in selecting convenient and reliable
payment options.

7. Interest Rate
The interest rate is the amount charged or earned on borrowed or deposited funds, expressed as
a percentage.

Interest rates influence investor behaviour. When bank interest rates are low, investors often seek
mutual fund investments for higher returns. MFDs must understand interest rate movements to
explain market trends and asset allocation decisions.

8. Debit Mandate / ECS

A debit mandate or Electronic Clearing Service (ECS) is an authorization given by an investor to
automatically debit a fixed amount from their bank account at regular intervals.

This facility is widely used for SIP investments. Mutual Fund Distributors assist investors in registering
mandates and explain the importance of maintaining sufficient bank balance to avoid SIP rejections.
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Fig. 1.1.11: Reference image of Debit mandate form
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9. Passbook and Bank Statement

A passbook or bank statement records all transactions made in a bank account over a period of
time.

Fig. 1.1.12: Reference image of Passbook

For Mutual Fund Distributors, bank statements are important for verifying transactions, tracking SIP
debits, and resolving investor queries related to fund transfers or redemptions.

10. Nominee
A nominee is a person appointed by the account holder to receive the account proceeds in the
event of the account holder’s death.

Nomination is equally important in bank accounts and mutual fund investments. Distributors
educate investors on the importance of nomination to ensure smooth transfer of investments to
legal heirs.

11. Overdraft

An overdraft is a facility that allows an account holder to withdraw more money than what is
available in the account, up to a certain limit.

Fig. 1.1.13: Reference image of Overdraft’s reflection in books of accounts

While overdrafts are mainly used in business banking, MFDs should be aware of such facilities when
dealing with business clients and explaining cash flow management.
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12. Core Banking System (CBS)

Core Banking System refers to a centralized banking platform that allows customers to access their
accounts and banking services from any branch.

CBS enables seamless linking of bank accounts with mutual fund platforms, allowing investors to
transact easily. This improves efficiency and convenience in mutual fund distribution.
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Skill India Mission aims to empower youth with industry-relevant skills to improve employability
and productivity.

The mission focuses on reducing the skill gap through structured training, certification, and
placement support.

Banking is a key pillar of the Indian financial system that mobilizes savings and facilitates economic
growth.

The banking industry includes sub-sectors such as commercial banks, cooperative banks, NBFCs,
and development banks.

Digital banking has expanded the scope of banking through online payments, mobile banking, and
fintech integration.

Mutual funds pool money from investors to invest in diversified financial instruments.
A Mutual Fund Distributor acts as an intermediary between fund houses and investors.
The role involves advising clients, onboarding investors, and ensuring regulatory compliance.

Mutual Fund Distributors have career opportunities in banks, AMCs, financial advisory firms, and
self-practice.

Banking terminology helps customers and professionals understand financial products and services
clearly.

Common banking terms relate to deposits, loans, interest rates, credit scores, and transactions.
Knowledge of banking concepts supports informed financial decision-making and risk management.
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— Exercise

Multiple-choice Question:

1. What is the primary objective of the Skill India Mission?
a. Increase exports b. Show employment data

c. Develop skilled workforce d. Control inflation

2. Which of the following is a sub-sector of the banking industry?
a. Insurance company b. Stock exchange

c. Cooperative bank d. Mutual fund

3. Who regulates mutual fund distributors in India?
a. RBI b. SEBI

c. IRDAI d. NABARD

4. Which service is part of digital banking?
a. Locker facility only b. Mobile banking

c. Cash counter services d. Cheque printing

5. What does EMI stand for in banking?
a. Easy Monthly Income b. Equal Monthly Instalment

c. Electronic Money Interface d. Extended Money Investment

Descriptive Questions

1. Explain the main objective of the Skill India Mission.

Describe the role of the banking industry in economic development.
State the key responsibilities of a Mutual Fund Distributor.

Explain how mutual funds benefit retail investors.

vk W

Define any two commonly used banking terminologies.
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Scan the QR codes or click on the link to watch the related videos

https://www.youtube.com/watch?v=NDQxiSy3-SA https://www.youtube.com/watch?v=0z83q3r7WG8

Skill India Mission All About Mutual fund Distributor



https://www.youtube.com/watch?v=NDQxiSy3-SA 
https://www.youtube.com/watch?v=Oz83q3r7WG8 
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— Key Learning Outcomes

By the end of this module, the participants will be able to:

1.

Identify potential investors through market research and lead generation techniques aligned
with investment preferences and financial demographics.

Explain the features, advantages, and associated risks of various mutual fund schemes to
prospective investors in a clear and compliant manner.

Assess investor profiles by evaluating financial goals, risk appetite, and time horizons to
recommend suitable mutual fund products.

Demonstrate the procedure to maintain accurate and up-to-date records of potential investors.
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Unit 2.1: Mutual Funds and its Types, Risks Involved in it,
Investor’s Profiles, Investor’s Communication

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. Explain the concept and structure of mutual funds, including different types such as equity, debt,
hybrid, and sectoral funds. Also, describe the key benefits of investing in mutual funds, such as
diversification, liquidity, and professional management?

2. Outline the risks associated with mutual fund investments including market, interest rate, and
credit risks.

3. Explain the importance of assessing investor profiles including risk appetite, financial goals, and
investment timelines.

4. Discuss regulatory requirements and disclosures such as fund-related fees, exit loads, and taxation
implications.

5. Identify the key elements of successful investor communication and how to address product-
related queries.

2.1.1 Concept and structure of Mutual Funds and
Key benefits

A Mutual Fund is an investment solution that pools money from different investors into a common
pool, investing it in a varied portfolio of securities such as equities, debt securities, money market
securities, or a combination of these. The investors in a Mutual Fund are owners of a specified number
of units in that particular Mutual Fund.

As a Mutual Fund Distributor, it is essential to have knowledge about what mutual funds mean and how
they are structured. This will ensure that a Mutual Fund Distributor is able to communicate investment
products effectively with investors. The importance of mutual funds is that they form a link between
capital markets and investors. This makes it easy for everyone to join capital markets.

From a structural perspective, an M.F. is based on an organizational structure that takes into account
sponsors, asset management corporations (A.M.C.s), and trustees. While an A.M.C. manages an M.F,,
other important participants include distributors because of their significance to investors concerning
schemes and transactions.

Concept and Structure of Mutual Funds

A mutual fund is a collective investment mechanism wherein money is collected from a large number
of investors and invested in financial instruments by way of an investment objective as declared pre-
transactionally. Consequently, every individual investor is entitled to obtain units proportionate to the
invested amount, in tune with the Net Asset Value of their units.

The structure of a mutual fund is shaped in a way that will allow for professional management,
protection of investors, and operational transparency. The sponsor constitutes the apex in the structure
of a mutual fund and is therefore responsible for establishing the mutual fund and for the creation of
the trust. The trustees are elected to direct the affairs of the trust and, in essence, protect the interest
of investors by ensuring that the operations of the fund are carried out in accordance with the law.
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Fig. 2.1.1: Reference image showing Savings of money with Mutual Fund

AMCis entrusted with the responsibility to manage the mutual fund schemes. The AMC, in turn, employs
full-time professional fund managers who take investment decisions in the light of market research,
general economic trends, and the objectives of the fund. These include custodians, registrars, and
transfer agents that maintain safekeeping of securities, investor records, and transaction processing.

For a Mutual Fund Distributor, explaining this structure helps investors understand that their money
is managed within a regulated system and not directly handled by the distributor. This distinction is
important for building trust and clarifying the distributor’s role as an intermediary rather than a fund
manager. A clear understanding of the structure also enables distributors to answer investor questions
related to safety, accountability, and transparency.

Types of Mutual Funds

Sectoral
and
Thematic
Funds

Hybrid Types of Equity
Mutual Mutual Mutual
Funds Funds Funds

Debt
Mutual
Funds

Fig. 2.1.2: Types of Mutual Funds
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1. Equity Mutual Funds
Equity mutual funds invest predominantly in shares of companies. Their primary objective is long-
term capital growth.

These funds are suitable for investors with a higher risk appetite and longer investment horizon.
Mutual Fund Distributors often recommend equity funds for goals such as wealth creation,
retirement planning, or children’s education.

Key characteristics include:

e Higher return potential over the long term
e Short-term market volatility
e Suitable for long-term investors
2. Debt Mutual Funds
Debt mutual funds invest in fixed-income instruments such as government securities, corporate
bonds, and treasury bills.

They are generally preferred by conservative investors seeking stable income with relatively lower
risk. For an MFD, debt funds are useful alternatives to traditional bank deposits, especially for tax-
efficient and flexible investment solutions.

These funds are often recommended for:

e Capital preservation
e Regular income needs
e Short to medium-term financial goals
3. Hybrid Mutual Funds
Hybrid funds invest in a mix of equity and debt instruments, aiming to balance risk and return.
Such funds are ideal for investors who want exposure to equity markets but with reduced

volatility. Mutual Fund Distributors frequently suggest hybrid funds to first-time investors or those
transitioning from traditional savings instruments to market-linked products.

The combination of asset classes helps in:

e Risk diversification
e Smoother return experience
e Better asset allocation
4. Sectoral and Thematic Funds
Sectoral funds invest in specific sectors such as banking, IT, pharmaceuticals, or infrastructure.
These funds carry higher risk as their performance depends on the growth of a particular sector.

MFDs must exercise caution while recommending sectoral funds and ensure investors understand
the concentrated risk involved.

Such funds are usually suitable for:

e Experienced investors
e Tactical or theme-based investments
e Investors with higher risk tolerance
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Key Benefits of Investing in Mutual Funds
Diversification

Diversification of investments is one of the most valuable aspects of mutual funds. Mutual funds
help in spreading investments across different types of securities, thus mitigating the effect of poor
performance of individual securities. Even small investors can diversify their portfolio because of the
mutual fund, which would have been risky if done on a larger scale directly. The use of mutual funds as
less risky than investing directly has been advocated for by the Mutual Fund Distributors.

Professional Management

The mutual funds are managed by experienced fund managers who are experts in financial markets
and investment analysis. They are continuously observing the market conditions.

This is particularly important for those investing, who may not have the time or knowledge to manage
their investments by themselves. Distributors stress that one major advantage an investor can get by
depending on a mutual fund is expert management.

Liquidity
Liquidity refers to the ease with which an investment can be converted into cash. Most open-ended
mutual fund schemes allow investors to redeem their units on any business day at the prevailing NAV.

For Mutual Fund Distributors, liquidity is an important point while addressing investor concerns
related to emergency needs or short-term cash requirements. Clear communication about redemption
timelines helps manage investor expectations.

Affordability

Mutual funds are reasonably cost-effective as it becomes possible to invest with a small sum of money,
specifically through Systematic Investment Plans. With this feature, distributors can influence retail
investors, including employed and first-time investors, to be prudent with their investments without
posing a financial constraint on them.

Flexibility

Mutual funds offer flexibility in terms of investment amount, frequency, and scheme selection. Investors
can choose lumpsum investments or SIPs and switch between schemes when their financial needs
change.

Mutual Fund Distributors use this flexibility to design customized investment strategies aligned with
changing investor goals and life stages.

Transparency and Regulation

Mutual funds are governed by strict regulatory guidelines and are required to disclose NAVs, portfolio
details, and performance reports regularly.

This transparency reassures investors about the safety of their investments. For distributors, it
strengthens credibility and simplifies investor communication.

'
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Tax Efficiency

Certain mutual fund schemes offer tax benefits under prevailing tax laws, while others may be more
tax-efficient than traditional savings instruments.

Mutual Fund Distributors play a crucial role in explaining post-tax returns and helping investors choose
tax-appropriate investment options.

— 2.1.2 The risks associated with mutual fund investments ————

Although mutual fund investments have provided opportunities for attractive returns to investors,
they were not risk-free investments. The mutual fund investment values were dependent on their
respective security values, which were affected by various factors related to the economy, finance, and
market. It was necessary to comprehend these risk factors to take informed decisions for mutual fund
investments.

A Mutual Fund Distributor should consider risk explanation alongside return explanation. Effective risk
explanation can assist in managing investors' expectations, ensuring product appropriateness, and
maintaining credibility over time. Understanding various risks can help a Mutual Fund Distributor guide
investors to select suitable schemes according to their risk tolerance levels.

Types of Risks in Mutual Fund Investments

Concent
ration
risk

Types
of Risks

Liquidity Interest
Risk Rate Risk

Fig. 2.1.3: Types of Risks in MFD

Market Risk

Market risk is associated with the risk of loss due to the market’s fluctuating nature. Equity-oriented
mutual funds are vulnerable to the market; hence, any changes in the stock market directly impact the
net asset value of the funds.
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Market risk is caused due to economic conditions, political events, government policies, and global
events. Even well-managed mutual funds can undergo short-term fluctuations because mutual funds
are related to the market. Mutual Fund Distributors have to educate investors about the normal
fluctuations caused by the markets and how long-term investments can reduce fluctuations.

Some key aspects of market risk include:

e Short-term price fluctuations
e Impact of economic and global events
e Emotional reactions leading to premature redemptions

Interest Rate Risk

Interest rate risk mainly affects debt mutual funds. It refers to the risk arising from changes in interest
rates in the economy. When interest rates rise, the value of existing bonds usually falls, leading to a
decline in the NAV of debt funds. Conversely, when interest rates fall, bond prices generally rise.

This risk is particularly relevant for funds investing in long-duration bonds. Mutual Fund Distributors
must explain interest rate cycles to investors, especially those who consider debt funds as risk-free
alternatives to fixed deposits. Clear explanation helps investors select suitable debt funds based on
their investment horizon.

Interest rate risk is influenced by:
¢ Monetary policy decisions

e Inflation trends
e Economic growth conditions

Credit Risk

Credit risk is the probability that an issuer of a bond or any debt instrument will default on its payment
of interest and/or repayment of principal on maturity. Debt mutual funds that invest in lower-rated
securities have higher credit risk.

Higher credit risk may provide the potential for higher returns, but it also gives rise to the possibility of
loss. Mutual Fund Distributors should check investor risk tolerance before recommending funds with
credit exposure and explain clearly the trade-off between risk and return.

Credit risk becomes significant when:

e Corporate financial health deteriorates
e Credit ratings are downgraded
e Default events occur

Liquidity Risk
Liquidity risk is the risk that a mutual fund may not be able to sell its underlying securities in a reasonable
period at a fair market price in situations of low market activity.

This is most likely to occur in funds investing in lower-rated bonds or small-cap stock. To investors,
liquidity risk will manifest as delayed redemptions or unfavorable NAVs. Distribution must make
investors aware of the constraints of liquidity under stressed market conditions.

'
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Concentration Risk
Concentration risk occurs when a mutual fund invests heavily in a single sector, industry, or security.

Sectoral and thematic funds are more exposed to this risk. Mutual Fund Distributors should caution
investors that such funds can experience sharp volatility and are suitable only for those with higher risk
tolerance and market understanding.

Inflation Risk
Inflation risk refers to the possibility that returns from mutual fund investments may not keep pace
with rising inflation, reducing real purchasing power.

This risk is particularly relevant for conservative investors relying on fixed-income-oriented funds.
Distributors often explain how certain mutual fund categories can help manage inflation over the long
term.

Role of Mutual Fund Distributor in Managing Risk Awareness

A Mutual Fund Distributor plays a critical role in aligning investment products with investor profiles.
Risk assessment, proper product selection, and continuous communication help investors remain
invested during market volatility.

Distributors also educate investors on:

e The importance of long-term investing
e Asset allocation to balance risk
e Avoiding panic-driven decisions

2.1.3 Importance of assessing investor profiles

Evaluation of the investor’s profile is an important part of the mutual fund investment procedure.
Investor profiles are useful, as they help one understand the financial position, return requirement,
and risk tolerance level of the individual investing in mutual funds. In the absence of proper evaluation,
even successful mutual fund schemes may not live up to the investors’ expectations.

Taking into consideration a Mutual Fund Distributor, investor profiling is not only a best practice; it is
also a professional obligation on part of a distributor to ensure investment suggestions are aligned to
investor goals and regulatory norms are satisfied. At times, investor profiling helps prevent investor
disgruntlement when volatility occurs in the market.

Importance of Investor Profiling

Ensuring
Suitability and
Assessing Compliance
Financial

Evaluating Capacity

Investment

Identifying Timelines

Financial Goals

Understanding
Risk Appetite

Fig. 2.1.4: Role of Investor Profiling in Financial Planning
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1. Understanding Risk Appetite

Risk appetite describes an investor’s ability to handle variations in the value of their investments.
Not all investors respond to market performance in the same way, and this characteristic has
increasingly become crucial to successful investments.

Some investors are willing to tolerate short-term fluctuations for greater long-term gains. The risk
appetite of Mutual Fund Distributors is determined by means of conversation, questionnaire, and
previous investment patterns. The risk appetite helps identify which type of mutual fund category,
equity mutual fund, debt mutual fund, and hybrid mutual fund is required.

Key considerations while assessing risk appetite include:

e Past experience with market-linked investments

e Reaction to market losses or volatility

e Dependence on invested funds for regular income
2. Identifying Financial Goals

Financial goals give direction to investments. Common goals include buying a house, children’s
education, retirement planning, or wealth creation. Each goal differs in terms of time horizon, risk
requirement, and return expectation.

A Mutual Fund Distributor helps investors clearly define and prioritize their goals. Once goals are
identified, suitable mutual fund schemes can be recommended. For example, long-term goals may
be aligned with equity-oriented funds, while short-term goals may be matched with debt or liquid
funds.

Clear goal identification helps in:

e Avoiding random or impulsive investments
e Measuring investment progress
e Maintaining investment discipline
3. Evaluating Investment Timelines
Investment timeline refers to the period for which an investor intends to stay invested. Time horizon
plays a crucial role in determining the suitability of different mutual fund categories.

Equity mutual funds are generally suitable for longer timelines, as they require time to absorb
market volatility. Debt funds are often recommended for shorter durations. Mutual Fund Distributors
explain the relationship between time and risk to ensure investors choose funds aligned with their
timelines.

An appropriate timeline assessment helps in:

e Reducing the impact of short-term market fluctuations

e Matching liquidity needs with fund selection

e Improving the probability of achieving financial goals
4. Assessing Financial Capacity

The financial ability of an investor takes into consideration an investor's income, expenses, savings,
and current financial commitments. The evaluation ensures that an investor does not over-allocate
funds, creating liquidity problems in the future.

Mutual Fund Distributors are able to utilize all the above information to advise the client regarding
the investment amounts, SIPs, and types of mutual funds to be invested in. The purpose of this step
is to avoid the risk of premature withdrawals of the amounts invested by the clients.
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5. Ensuring Suitability and Compliance

Investor profiling supports the principle of suitability, which is central to ethical mutual fund
distribution. Recommending products aligned with investor profiles reduces the risk of mis-selling
and complaints.

For distributors, proper profiling documentation also serves as a record that recommendations
were made responsibly and in the best interest of the investor.

— 2.1.4 Regulatory requirements and disclosures

Regulation and transparency are the cornerstones of mutual funds. In fact, regulations and disclosures
are implemented in a manner where investors' interests are safeguarded, fairness is maintained, and
responsible decision-making is encouraged. As such, an investment should involve knowledge of where
it is placed, what it is paying, and how it is taxable.

Fig. 2.1.5: Reference image showing Bankruptcy code and Insolvency details on paper

A Mutual Fund Distributor must know about the regulations in order to act in a proper and ethical
manner. Discussion about fees, exit loads, and taxation in a proper manner helps a Mutual Fund
Distributor in not only becoming compliant but also in creating a positive impression among investors.

Regulatory Framework and Its Importance

The mutual fund industry operates under a well-defined regulatory framework that governs fund
structure, operations, and disclosures. These regulations ensure standardization, accountability, and
investor protection.

From a distributor’s point of view, regulatory awareness helps in:

e Providing correct product information
e Avoiding mis-selling and misinformation
e Ensuring suitability and transparency
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Fund-Related Fees

Mutual fund investments involve certain costs that are charged for managing and operating the fund.
These costs are disclosed to investors and impact the overall returns.

Fig. 2.1.6: Reference image showing one is saving the money via Mutual Funds

The mostcommon fund-related fee is the expense ratio, which includes management fees, administrative

costs, and distribution expenses. It is expressed as a percentage of the fund’s assets and is deducted
from the NAV on a daily basis.

Mutual Fund Distributors explain to investors that while fees are necessary for professional management,
lower expense ratios generally result in better long-term returns, especially for long-term investments.

Key points investors should understand:

e Fees are not paid separately by investors
e They are reflected in the NAV
e Expense ratios vary across fund categories

Exit Load

Exit load is a charge imposed by a mutual fund when investors redeem their units before a specified
period. The purpose of exit load is to discourage short-term trading and protect long-term investors.

Fig. 2.1.7: Reference image showing sale of mutual funds

For Mutual Fund Distributors, explaining exit load is important to avoid misunderstandings at the time
of redemption. Investors should be made aware of applicable exit loads before investing, particularly
in equity and hybrid funds.
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Exit loads help in:

e Promoting long-term investment behaviour
e Managing fund liquidity

e Reducing frequent inflows and outflows

Taxation Implications

Taxation plays a significant role in determining the post-tax returns of mutual fund investments. Tax
treatment depends on the type of fund and the holding period.

Equity-oriented funds and debt-oriented funds are taxed differently. Mutual Fund Distributors assist
investors by explaining tax implications in simple terms and helping them make tax-efficient investment
decisions.

Important aspects of taxation include:

e (Capital gains taxation
e Short-term and long-term holding periods
e Impact of taxation on overall returns

Fig. 2.1.8: Reference image of One doing taxation calculations

Disclosures and Transparency

Disclosure and transparency are major regulatory norms for the mutual fund sector, wherein it is
ensured that the customers are made aware of every detail before placing an investment. The mutual
funds are required to display certain information like scheme, investment approach, risks, charges, exit
load, and portfolio details, which would make it easy for customers to understand the kind of scheme
they are choosing.

a—

Fig. 2.1.9: MFD carrying all documents which includes all minor details
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Important details about the scheme can be obtained through the help of various scheme-related
documents, such as the Scheme Information Document (SID), the Key Information Memorandum
(KIM), and the Factsheet, published periodically. Moreover, the mutual funds also declare the Net Asset
Value (NAV) of the mutual funds periodically, so that the investor can monitor the performance of his
investments with the help of the mutual funds.

For a Mutual Fund Distributor, disclosures provide a trustworthy source of information while
educating clients about products. The distributor is assured of informed consent by communicating
information that has been disclosed while avoiding any misunderstandings. For a distributor to operate
professionally in mutual funds, information should be distributed accurately while adhering to the
information disclosed.

2.1.5 Key elements of successful investor communication
and addressing product-related queries

Effective communication plays an important role in ensuring successful distribution of mutual funds.
Investors have limited product knowledge and look for honest and timely communication to make
proper investment decisions. Effective communication helps investors understand products and
maintain positive sentiments during stock market fluctuations.

In relation to a Mutual Fund Distributor, communication extends beyond marketing their product. It
involves educating, informing, problem solving, and constantly engaging with their customers. Effective
communication builds stronger confidence, clarity, and insights for investment, hence enhanced
relationships.

Key Elements of Successful Investor Communication
Clarity and Simplicity

Clear and simple communication helps investors understand mutual fund concepts without feeling
overwhelmed. Using easy language instead of technical jargon makes information more accessible.

Fig. 2.1.10: Reference image showing MFD and Client’s Conversation

Mutual Fund Distributors should explain investment products, risks, and returns in a manner suited to
the investor’s knowledge level. Simple explanations help investors make informed decisions and feel
confident about their investments
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Transparency and Honesty

Honest communication about both potential returns and risks is essential. Investors should be made
aware that mutual fund investments are subject to market risks and that returns are not guaranteed.

Transparent discussions build credibility. When distributors clearly disclose costs, exit loads, and
possible fluctuations, investors are more likely to stay invested even during market volatility.

Active Listening

Successful communication is a two-way process. Listening carefully to investor concerns, expectations,
and questions helps distributors understand investor needs more accurately.

By actively listening, Mutual Fund Distributors can recommend suitable products and address concerns
more effectively, leading to better investor satisfaction.

Addressing Product-Related Queries

Investors often raise queries related to performance, risk, taxation, liquidity, and market conditions.
These queries should be addressed patiently and factually.

Distributors should:

e Refer to official disclosures and factsheets
e Avoid exaggerated claims or predictions
e Provide realistic explanations supported by data

Regular and Timely Communication

Regular updates help investors stay informed about their investments. Communication during market
ups and downs is especially important to prevent panic-driven decisions.

Mutual Fund Distributors maintain investor confidence by sharing performance updates, market
insights, and reminders aligned with investor goals.

Role of Mutual Fund Distributor in Investor Communication

A Mutual Fund Distributor acts as a guide and educator. By maintaining consistent and meaningful
communication, distributors help investors remain disciplined and focused on long-term objectives.

Good communication practices result in:

e Better investor retention
e Reduced complaints and misunderstandings
e Stronger professional relationships
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UNIT 2.2: Investor Leads, Conversation Skills, Techniques to
Reach Goals, Follow-ups from Clients

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. How can potential clients be identified based on financial demographics and investment preferences,
and how can online platforms, referrals, and business networks be effectively used to generate
investor leads?

2. Utilize conversational skills to engage with prospective investors (including HNIs and businesses) to
explain mutual fund benefits and schemes.

3. How can appropriate techniques be employed to evaluate client financial goals, match them
with suitable mutual fund schemes, and maintain a structured client database for effective client
management?

4. How can follow-ups with potential investors be conducted effectively, and how can role-playing be
used to respond to common investor questions and concerns about mutual funds using appropriate
communication techniques?

2.2.1 Potential client’s identification and generation of
investor lead

Client identification is an integral concept behind successful mutual fund distribution. A Mutual Fund
Distributor cannot even think of suggesting any appropriate investment option to his clients unless he
identifies the appropriate group of investors to target first. Every single business and individual will
have unique financial capabilities and risk preferences.

For a Mutual Fund Distributor, proper client identification leads to effective time and resource
management. Here, distributors do not go to everyone, but people and companies with the potential
to invest also have the intention of investing, and distributors target them only. The method of targeting
specific people and companies helps a Mutual Fund Distributor to establish a strong base of clients.

Identifying Potential Clients
Based on Financial Demographics

Financial demographics include measurable financial and personal characteristics that indicate an
individual’s ability to invest. These factors help distributors assess affordability and suitability even
before detailed discussions take place.

For example, young salaried professionals with regular income may be ideal candidates for long-term
SIPs, while senior professionals or business owners with surplus funds may prefer lump-sum investments.
Mutual Fund Distributors use demographic indicators as an initial filter to shortlist potential clients.

o
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Demographic trends and stock prices
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Fig. 2.2.1: Reference image shown for financial demographics

Common financial demographic factors include:

¢ Income level and consistency of earnings
e Age group and life stage

e Occupation and employment stability

e Tax bracket and savings capacity

Based on Investment Preferences

Investment preferences reflect how an individual views risk, return, and investment duration. Some
investors are conservative and prefer stable returns, while others are growth-oriented and willing to
accept market volatility.

Mutual Fund Distributors identify these preferences through preliminary conversations, observation
of financial behaviour, or previous investment choices. Understanding preferences helps distributors
determine whether an individual is open to mutual fund investments and which categories may be
suitable.

Preferences are often shaped by:

e Past experience with financial products
e Awareness of capital markets
e Long-term or short-term financial objectives

Using Online Platforms to Generate Investor Leads

Internet platforms have emerged as an important key for Mutual Fund Distributors, which help them
reach and connect with the potential investors. Through digital platforms, the distributors can reach
people beyond their own social circles and create awareness about mutual fund investment.
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Fig. 2.2.2: Reference image showing social media platforms and actions

Social media, professional networking websites, or other online platforms can be harnessed in order to
provide fundamental investment knowledge, market updates, as well as investment planning tips. By
doing so, people who are keen about investing, in addition to being open to exploring different options
in mutual funds, can be gradually attracted.

Online platforms also enable distributors to communicate with their prospects through messaging,
comments, and online meetings. Such online interaction is most often the initial step to build a
relationship, which can then be followed by a process to formally onboard an investor.

Using Referrals Effectively

Referrals are an important part of creating quality investment leads, particularly in relation to personal
trust. Since an already invested individual refers a distributor to an investment party, a positive attitude
is already established in the potential customer, making their interaction productive.

Mutual Fund Distributors can also use service and updates as a means of promoting referrals. Happy
investors will be able to refer more easily if they have confidence in the professionalism and integrity of
the mutual fund distributors. Yet, seeking a referral is a matter of respecting investors.

Referral-based lead generation methods are very helpful when it comes to attracting family groups,
professionals, and small business owners who feel comfortable doing business with people referred to
them by a trusted source.

Leveraging Business Networks

Business networks offer well-organized platforms for Mutual Fund Distributors to interact with their
clients in a business setting. Business networks comprise trade associations, chambers of commerce,
professional forums, and other local business groups.




Mutual Fund Distributor g

Fig. 2.2.3: Interaction of MFD and clients

Participation in networking meetings, seminars, and financial awareness programs helps distributors
showcase their knowledge and interact with prospective clients informally. Over time, regular presence
in such networks builds familiarity and credibility.

Business networking can also be very helpful for networking with high-net-worth individuals and
business clients that may require customized investment solutions. Building business relationships
through networking can often result in long-term business relationships instead of a one-time
transaction or relationship.

Integrating Multiple Lead Sources

Successful Mutual Fund Distributors do not rely on a single source of leads. Instead, they combine
online platforms, referrals, and business networks to create a steady flow of potential clients.

This integrated approach ensures diversification of lead sources, reduces dependency on any one
channel, and supports consistent business growth. By nurturing leads patiently and ethically, distributors
can convert prospects into long-term investors.

2.2.2 Conversational Skills

Conversational skills are paramount to effective distribution channels for mutual funds. Unlike product-
selling distribution, a mutual fund distribution is relationship-based to a very large extent. HNI and
business clients require engaging conversations and not mere product descriptions.

In the context of a Mutual Fund Distributor, conversational skills mean understanding rather than
convincing. It is essential for Mutual Fund Distributors to have good conversational skills so that they
can explain mutual fund benefits and position mutual fund schemes as per expectations of investors.
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Fig. 2.2.4: Reference image showing Happy client with MFD

Importance of Conversational Skills in Mutual Fund Distribution

Successful investor engagement begins with a well-structured conversation. The distributor must create
a comfortable environment where investors feel heard and respected.

Effective conversations help in:

e Understanding investor expectations and concerns
e Explaining mutual fund concepts in simple terms
e Building long-term professional relationships

Rather than focusing immediately on schemes, Mutual Fund Distributors start by understanding the
investor’s background, financial experience, and expectations.

Engaging Prospective Retail Investors

When interacting with retail investors, conversations should be simple, patient, and educational. Many
retail investors may be new to market-linked products and require clear explanations.

Distributors often explain mutual fund benefits such as diversification, professional management, and
long-term wealth creation using relatable examples. The focus remains on clarity and reassurance
rather than technical details.

A conversational approach helps in:

e Reducing fear of market volatility
e Encouraging disciplined investing through SIPs
e Building investor confidence gradually

Engaging High-Net-Worth Individuals (HNIs)

HNIs generally have prior investment experience and expect informed discussions. Conversations with
HNIs are more analytical and goal-oriented.

Mutual Fund Distributors engage HNIs by discussing asset allocation, portfolio diversification, and tax
efficiency. Rather than selling individual schemes, the focus is on aligning mutual fund investments
with broader wealth management objectives.
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Key aspects of HNI conversations include:

e Performance consistency and risk management
e Alignment with long-term financial goals
e Professional and data-backed communication

Engaging Business Clients

Business clients have unique financial needs such as cash flow management, surplus deployment, and
short-term liquidity planning.

Conversations with business owners often revolve around suitable mutual fund categories like liquid
funds, short-term debt funds, or hybrid solutions. Mutual Fund Distributors explain how mutual funds
can be used as efficient alternatives to idle bank balances.

Business-focused discussions emphasize:
e Liquidity and flexibility

e Tax efficiency

e Ease of access to funds

Explaining Mutual Fund Benefits Through Conversation

Instead of listing features, distributors integrate benefits naturally into discussions. For example,
diversification can be explained by comparing mutual funds with direct stock investments, while
professional management can be linked to fund manager expertise.

A conversational explanation helps investors relate benefits to their own financial situation, making the
discussion more meaningful and effective.

Adapting Communication Style

Successful Mutual Fund Distributors adapt their communication style based on the investor profile.
While some investors prefer detailed discussions, others may want a brief overview.

Fig. 2.2.5: Reference image showing MFD having easy Communication with clients

Adapting tone, language, and depth ensures that investors remain engaged and comfortable throughout
the conversation.
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_2.2.3 Techniques to evaluate client financial goals and
structured client database

Assisting a client in financial goal evaluation and associating it with appropriate mutual fund schemes
is a well-structured and well-organized process. Investors come with varied income levels, goals, time
horizons, and risk profiles. They thus call for personalized assistance in their financial investments.

A Mutual Fund Distributor can leverage proper evaluation methodologies not only to assess suitability
but also ensure optimized investment and instil investor confidence. The strategies also aid in proper
long-term investor management when records are appropriately maintained.

Techniques to Evaluate Client Goals and Match Mutual Fund Schemes

Risk Appetite
Assessment

Technique
a Income and

Cash Flow
Assessment
Technique

Time Horizon—
Based
Technique

Goal-Based
Evaluation
Technique

Asset Allocation
Technique

Fig. 2.2.6: Techniques to evaluate Client goals

1. Goal-Based Evaluation Technique

The goal-based approach focuses on identifying the specific purpose for which an investor is
investing. Common goals include wealth creation, retirement planning, children’s education, buying
a house, or short-term liquidity needs.

Once the goal is clearly defined, the Mutual Fund Distributor matches it with suitable mutual fund
categories.

e Long-term goals such as retirement or wealth creation are generally matched with equity
mutual funds, as they offer higher growth potential over time.
e Medium-term goals may be aligned with hybrid funds, which balance growth and stability.

e Short-term goals are usually matched with debt or liquid funds to preserve capital and ensure
liquidity.

This technique ensures that investments remain purpose-oriented and investors stay committed
until the goal is achieved.
2. Time Horizon—-Based Technique

This technique evaluates the period for which the investor can remain invested. Time horizon plays
a crucial role in determining risk suitability.
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For longer investment horizons, market volatility can be absorbed, making equity-oriented mutual
funds suitable. For shorter timelines, where capital protection is important, short-term debt funds
or liquid funds are preferred.

Mutual Fund Distributors explain to investors how time reduces risk in equity investments and why
premature withdrawals should be avoided. This technique helps in minimizing mismatch between
investor expectations and actual fund performance.

3. Risk Appetite Assessment Technique

Risk appetite assessment focuses on understanding how much volatility an investor can tolerate
emotionally and financially. Some investors are comfortable with fluctuations, while others prefer
stability.

Based on risk appetite:

e Aggressive investors may be guided toward equity and sectoral funds
e Moderate investors may be matched with balanced or hybrid funds
e Conservative investors are usually aligned with debt-oriented mutual funds

This technique helps distributors prevent panic-driven decisions during market downturns and
ensures investor comfort with the recommended schemes.

4. Income and Cash Flow Assessment Technique

This technique evaluates the investor’s income stability, expenses, and surplus availability. Regular
income earners may prefer systematic investments, while investors with irregular income may opt
for lumpsum investments.

Mutual Fund Distributors often recommend:

e SIP-based equity or hybrid funds for salaried investors
e Liquid or short-duration debt funds for business owners managing surplus cash

This approach ensures that investments are affordable, sustainable, and aligned with the investor’s
cash flow pattern.

5. Asset Allocation Technique

Asset allocation involves spreading investments across different asset classes to balance risk and
return. Instead of investing entirely in one type of fund, investments are distributed among equity,
debt, and hybrid funds.

For example, a distributor may allocate:

e A portion to equity funds for growth
e A portion to debt funds for stability

This technique improves portfolio resilience and helps investors stay invested across market cycles.

Structured client database for effective client management

Key Record Area Information Maintained Purpose for Mutual Fund Distributor

Personal details, contact Enables identification and regular

Client Profile . . -
information communication
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Key Record Area Information Maintained Purpose for Mutual Fund Distributor

Ensures regulatory compliance and

KYC & Compliance | PAN, KYC status, nominee details .
smooth transactions

Financial & Risk . Helps recommend suitable mutual fund
. Income level, risk category

Profile schemes

Short-term and long-term Supports goal-based investment
Investment Goals . & PP . &

objectives planning
Investment Details | Scheme names, amounts, SIPs Provides clarity on portfolio structure
Transaction Investments, redemptions, Assists in performance tracking and
History switches reviews
Review & . ..

. . . . Improves client servicing and

Communication Follow-ups, discussions, changes . .
Notes relationship management

Table 2.2.1: Structured Client Database

2.2.4 Follow up ways and Role-Playing to Address

Investor Questions

Follow-ups and effective response techniques are essential components of successful mutual fund
distribution. Initial meetings or discussions rarely result inimmediate investment decisions, as investors
often need time to reflect, compare options, and clarify doubts. Well-timed and professional follow-
ups help keep the investor engaged without creating pressure.

For a Mutual Fund Distributor, follow-ups are not merely reminders but opportunities to reinforce
understanding, address concerns, and build trust. Role-playing further helps distributors prepare for
real-life investor interactions by improving confidence, clarity, and communication skills.

Ways to Conduct Effective Follow-Ups with Potential Investors

1. Telephonic Follow-Ups

Phone calls constitute among the most popular forms of follow-ups used in mutual fund distribution.
This follow-up technique enables the distributor to directly interact with an investor, grasp their
concerns, answer them on an immediate basis, and satisfy them to some extent.

Fig. 2.2.7: Reference image showing MFD taking regular follow-ups
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In this process, the distributor can again refer to their previous conversation, enquire if they have
any misconceptions, or proceed further if they feel so. This technique proves to be particularly
effective when clarifying details or tackling emotional investors about market variations.

Email-Based Follow-Ups

Email follow-ups are good tools for sending information. Many a time, the role of a Mutual
Fund Distributor involves following up emails with details of schemes, facts, risk statements, or

recapitulations of past discussions.

-
a,‘

Fig. 2.2.8: Reference image showing MFD taking follow-up on mail

Investors are thereby given a chance to peruse pages of information at their convenience. Emails
also allow professionalism to be retained while a record of the advice given is maintained.

Message or WhatsApp Follow-Ups

Short messages or WhatsApp follow-ups are suitable for quick reminders or updates. Distributors
may use this method to inform investors about NAV updates, SIP dates, or to politely check if further
clarification is required.

Fig. 2.2.9: Reference image showing MFD taking follow-up on WhatsApp

This approach should be concise and non-intrusive, ensuring that the investor does not feel
pressured. It works well for maintaining regular but light engagement.
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4.

In-Person Follow-Up Meetings

Face-to-face follow-ups are effective when investors need deeper explanations or reassurance.
These meetings allow the distributor to use visual aids, charts, or illustrations to explain mutual
fund concepts more clearly.

Fig. 2.2.10: Reference image showing MFD taking In-person Follow-ups

In-person interactions help build stronger trust, especially for first-time investors or high-value
clients, as they allow for detailed discussions and personalized advice.

Value-Based Follow-Ups

Instead of making a demand for a decision, value-based follow-ups are more insight-oriented. A
Mutual Fund Distributor may start sharing market updates, investment advice, or progress reports
related to goals in their follow-ups. This way, instead of being perceived as a salesman, a distributor
is viewed as a knowledgeable advisor.

Goal-Review Follow-Ups

Follow-ups linked to the investor’s financial goals are highly effective. The distributor can remind
the investor how mutual fund investments align with goals such as education, retirement, or wealth
creation. By connecting follow-ups to personal objectives, investors are more likely to see the
relevance of investing and move toward informed decisions.

Scheduled and Timely Follow-Ups

Effective follow-ups are well-timed and planned rather than random. Mutual Fund Distributors
should schedule follow-ups based on prior discussions and investor availability. Timely follow-ups
show professionalism and respect for the investor’s time, increasing the likelihood of a positive
response.

Role-Playing to Address Investor Questions and Concerns Using Appropriate Communication
Techniques

Role-playing is an important training and communication tool that Mutual Fund Distributors use to
cope with actual communication situations that might arise when dealing with investors. Role-playing
is performed when one person acts as the investor, and the other person acts as the Mutual Fund
Distributor. The technique enables Mutual Fund Distributors to describe mutual fund ideas clearly,
tackle objection.
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By using role-playing, some of the things that distributors can be taught are how to interact with various
types of investors, for instance, novice investors, risk-conscious investors, and seasoned investors. Every
type of investor brings along with it a unique set of concerns

Fig. 2.2.11: Reference image Appropriate and easy Communication

1. Handling Common Investor Questions Through Role-Playing

Often, fund investors have questioned concerns regarding returns, risk, liquidity, and market
volatility. Role-playing enables distributors to prepare thoughtfully considered responses to
investor inquiries. When an investor asks about assured returns, for instance, a distributor can
explain effectively that: "Mutual funds are market-linked investments."

Likewise, concerns relating to market fluctuations may be dealt with either through explanations
pertaining to systematic investment schemes (SIPs), diversification, and long investment periods.
Role playing will help moderately convey these notions to the distributor so that he does not burden
the investor with complex terminology.

2. Improving Communication Skills Through Practice

Role-playing improves essential communication skills such as active listening, empathy, and clarity
of expression. Distributors learn how to listen carefully to investor concerns rather than interrupting
or rushing into solutions. This practice helps them respond thoughtfully and build trust.

It also trains distributors to adjust their communication style based on the investor’s knowledge
level. For example, complex financial terms can be simplified for new investors, while detailed
explanations can be provided to experienced clients.

3. Building Confidence and Professionalism

Role-playing exercises help improve a distributor's confidence in responding to challenging questions
and objections. When distributors are adequately prepared, they exude a sense of confidence and
professionalism while interacting with investors. This instils confidence in investors and provides a
boost to positive decision-making.

Role playing assists in avoiding pitfalls such as overpromising, making unrealistic assurances,
and ignoring inquiries from investors. The use of role playing to exercise honest and truthful
communication helps in adhering to mutual fund rules and regulations.

4. Role-Playing as a Tool for Relationship Building

Beyond answering questions, role-playing teaches distributors how to maintain a calm,
respectful, and supportive approach. Investors are more comfortable engaging with distributors
who communicate patiently and honestly. Over time, this approach helps in building long-term
relationships rather than focusing only on immediate investments.
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— Summary £

Mutual funds pool money from multiple investors and invest it in diversified financial instruments
based on defined objectives.

Equity funds invest primarily in shares, while debt funds invest in fixed-income securities like bonds
and treasury bills.

Hybrid funds combine equity and debt to balance risk and return, whereas sectoral funds focus on
specific industries.

Key benefits of mutual funds include diversification, liquidity, professional fund management, and
affordability.

Mutual fund investments are subject to market risk due to price fluctuations of underlying securities.
Interest rate risk mainly affects debt funds, where bond prices change with interest rate movements.
Credit risk arises when issuers of debt securities fail to meet repayment obligations.

Assessing investor profiles helps align risk appetite, financial goals, and investment horizons with
suitable schemes.

Regulatory disclosures ensure transparency regarding expense ratios, exit loads, and fund
performance.

Taxation of mutual funds varies based on fund type, holding period, and applicable capital gains
rules.

Effective investor communication builds trust through clear explanations and timely resolution of
queries.

Systematic client engagement and follow-ups improve investor retention and long-term
relationships.




— Exercise

Multiple-choice Question:
1.

vk W

Mutual Fund Distributor

)

Which type of mutual fund invests mainly in equity shares?
a. Debt fund b. Hybrid fund

c. Equity fund d. Liquid fund

Which risk is most closely associated with debt mutual funds?
a. Market volatility risk b. Interest rate risk

c. Liquidity risk only d. Currency risk

Why is investor risk profiling important?
a. To increase commissions

b. To meet regulatory norms only
c. To match suitable schemes with investor needs

d. To reduce documentation

Which fee is charged when an investor exits a mutual fund before a specified period?
a. Expense ratio b. Entry load

c. Exit load d. Management fee

Which method is commonly used to generate investor leads?
a. Random cold calls only b. Online platforms and referrals

c. Newspaper advertisements only d. Bank audits

Descriptive Questions

Explain the structure and main types of mutual funds available to investors.

Describe the key risks involved in mutual fund investments.

State the importance of assessing an investor’s risk appetite and financial goals.

Explain the significance of regulatory disclosures and taxation in mutual fund investments.
Describe effective communication techniques used while interacting with mutual fund investors.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://www.youtube.com/watch?v=vvnntBvKsk8 https://www.youtube.com/watch?v=BFZI2IgGr_E

Mutual Fund Investing How to Communicate with Investors?

https://www.youtube.com/watch?v=1ZdjnwtjN1w

How to improve Client Relationship Management in Financial Advisory & Wealth Management



https://www.youtube.com/watch?v=vvnntBvKsK8 
https://www.youtube.com/watch?v=BFZI2lgGr_E 
https://www.youtube.com/watch?v=1ZdjnwtjN1w 

3. Assist Clients
in Mutual Fund
Application and KYC
Process

Unit 3.1 - Mutual Fund Investments, Process, SEBI Guidelines
for KYC

Unit 3.2 - KYC Process, Importance of FATCA Declarations
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— Key Learning Outcomes

By the end of this module, the participants will be able to:

1.

Explain the procedures for submitting mutual fund applications, including SIP and lump sum
op-tions, in compliance with regulatory guidelines.

Demonstrate the process of guiding investors to accurately complete mutual fund application
forms and select appropriate investment preferences.

Verify investor KYC documentation and validate information using SEBI-compliant methods
such as Aadhaar-based e-KYC and in-person verification (IPV).

Update investor KYC details in regulatory systems and resolve documentation discrepancies
through proper client communication and support.
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UNIT 3.1: Mutual Fund Investments, Process, SEBI Guidelines
for KYC

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. Explain the Step-by-Step Procedure for Mutual Fund Investments, Including Lump Sum and SIP
Modes, and Demonstrate How Investors Are Guided in Accurately Filling Mutual Fund Application
Forms

2. Describe the significance of nominee selection, scheme preference, and investment amount in
mutual fund applications.

3. Show how to check and validate completed application forms before submission.

Outline SEBI guidelines for KYC compliance and different KYC verification modes (Aadhaar-based
e-KYC, in-person verification).

_3.1.1 Procedure for Mutual Fund Investments and
demonstration of guidance to investors

The procedure for investing in mutual funds is a organized one, which helps ensure that the investors
are secured and the investments are appropriate. However, for many investors, including new investors,
the procedure for investing may seem cumbersome, considering the paper work involved and the
schemes to be opted for, along with various regulations that have to be fulfilled.

The process for making investments involves understanding investors’ needs, choosing schemes for
them, selecting an investment method, fulfilment of KYC norms, and accurate filling out of forms for
applying. In both lumpsum investments and SIPs, there are hardly any differences in these processes.

Step-by-Step Procedure for Mutual Fund Investments

Understanding the Investor Profile

Completion of KYC Formalities

Selection of Mutual Fund Scheme

Fig. 3.1.1: Procedure for Mutual fund investments

Step 1: Understanding the Investor Profile

It all begins with evaluating the financial background of the investor, their income level, risk tolerance,
investment objective, and time horizon. It will enable the Mutual Fund Distributor to suggest appropriate
mutual fund schemes. Inaccurate profiling may result in a situation where the investment does not
befit the aims of the investor.

—______&__________
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Step 2: Completion of KYC Formalities

Before investing, it is mandatory that the investor is KYC-compliant. The process covers PAN, identity,
address, and banking details. The distributor checks if it is already a KYC-compliant investor or facilitates
becoming one by e-KYC or physical verification when needed by SEBI norms.

Step 3: Selection of Mutual Fund Scheme

Based on the investor’s profile, the distributor explains suitable schemes such as equity, debt, or hybrid
funds. Scheme objectives, risk factors, and investment horizon are discussed to help the investor make
an informed decision. The distributor ensures that the scheme matches the investor’s goals and risk
tolerance.

Investment Modes

Lump Sum
Investment Systematic

Mode Investment Plan
(SIP) Mode

Fig. 3.1.2: Modes of Investment

Step 4A: Lump Sum Investment Mode

In a lump sum investment, the investor invests a one-time amount in a selected mutual fund scheme.
This mode is suitable for investors with surplus funds or long-term investment goals. The distributor
explains the minimum investment amount, applicable NAV, and market risks before proceeding.

Payment is made through cheque, net banking, or digital payment modes, and units are allotted based
on the NAV applicable on the transaction date.

Step 4B: Systematic Investment Plan (SIP) Mode

In SIP mode, the investor invests a fixed amount at regular intervals such as monthly or quarterly.
SIPs promote disciplined investing and help average market costs over time. The distributor assists the
investor in selecting the SIP amount, frequency, and duration based on income and financial goals.

For SIPs, the distributor also helps in completing bank mandate or auto-debit registration to ensure
timely deductions.

Practical Demonstration: Guiding an Investor in Filling a Mutual Fund Application Form
Step 1: Verifying Investor Details on the Application Form

The Mutual Fund Distributor sits with the investor (physically or online) and opens the mutual fund
application form. The distributor first asks the investor to provide PAN and KYC confirmation. The
distributor cross-checks the name, PAN number, and date of birth written on the form with the KYC
record displayed on the system or acknowledgement slip.
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Demonstration:

The distributor points out any spelling mismatch and asks the investor to correct it immediately to
avoid rejection.

Step 2: Demonstrating Scheme Selection on the Form

The distributor shows the investor where the scheme name, plan (Regular/Direct), and option (Growth/
Income) are to be filled. The distributor reads out the selected scheme name and confirms it verbally
with the investor before writing or submitting it.

Demonstration:

“Sir/Madam, we are selecting an Equity Large Cap Fund — Regular Growth option. Please confirm before
we proceed.”

Step 3: Demonstrating Lump Sum or SIP Entry
The distributor explains both options and then demonstrates how to tick the correct investment mode.

e For lump sum, the distributor enters the one-time amount and shows the minimum investment
criteria.

e For SIP, the distributor demonstrates filling SIP amount, date, frequency, and tenure.

Demonstration:

The distributor explains, “Your SIP will be X5,000 every month on the 10th, for 10 years,” and enters
the details step by step.

Step 4: Demonstrating Bank Details and Payment Entry

The distributor asks for a cancelled cheque and demonstrates how bank account number and IFSC
code are copied exactly as printed. The distributor highlights that incorrect bank details can delay
redemptions.

Demonstration:

The distributor matches the cheque details with the form and confirms with the investor before
proceeding.

Step 5: Demonstrating Nomination Entry

The distributor explains the importance of nomination and shows where nominee details are entered.
The distributor assists the investor in writing the nominee’s name, relationship, and percentage
allocation.

Demonstration:

“Please confirm the nominee’s name and relationship once more before signing.”
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Step 6: Demonstrating Signature and Declaration

The distributor points out all places where the investor must sign and ensures the signature matches
PAN records. Missing or mismatched signatures are corrected immediately.

Demonstration:

The distributor checks the form section by section and marks completed areas with a pen.

Step 7: Final Practical Review Before Submission
The distributor performs a final review in front of the investor, checking:

e All mandatory fields filled

e Correct investment mode selected
e Bank proof attached

e Signatures present

Only after confirmation does the distributor submit the application online or offline.

Outcome of the Demonstration
This practical demonstration ensures:

e Zero application rejection
e Faster processing

¢ Investor confidence

e Regulatory compliance

It also trains new distributors to handle applications professionally in real-life situations.

3.1.2 Significance of Nominee Selection, Scheme
— Preference, and Investment Amount in Mutual
Fund Applications

Filling an application form to invest in a mutual fund is not just an aspect of a formal process but also an
important step of an investment procedure. Many choices made at this stage help determine how safe,
appropriate, and successful an investment becomes with time. Among different pieces of information
required to be provided to an application form of mutual fund investment, nomination, scheme choice,
and investment value are of outstanding significance.

Some investors may be casual regarding such sectors because they may not be aware. The function and
service played by a Mutual Fund Distributor in this case become crucial in educating an investor about
the implications associated with each decision taken.
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Fig. 3.1.3: Reference image showing Nominee with client

Significance of Nominee Selection

Selection of nominees is one of the major investor protection mechanisms in mutual fund investments.
A nominee is a person who holds the right to receive mutual fund units in the case of the investor's
death. The moment a nominee is registered, the transfer of investments becomes hassle-free and
smooth, thereby avoiding legal procedural delays.

The absence of any nominee has created a need for legal heirs to produce various documents like
succession certificates or legal heir proofs, which always delays the process of transferring investments.
A Mutual Fund Distributor can explain these ramifications to the investor and assure him that nomination
doesn't affect the ownership during his lifetime. It is only a protective action that ensures families are
protected after his death; thus, assuring continuity of investments.

The distributors also guide the investors in choosing an appropriate nominee and updating the
nomination details whenever there is a change in personal circumstances, such as marriage or birth of
a child.

Significance of Scheme Preference

Scheme preference relates to choosing an appropriate mutual fund scheme, plan, and option that
could match the financial goals, risk tolerance, and investment horizon of the investor. Poor scheme
selection leads to dissatisfaction, emotional stress during market volatility, and early redemption.

A Mutual Fund Distributor explains the response of different categories of mutual funds in different
market conditions. For instance, equity funds may offer higher returns over the long run but involve
higher volatility, while debt funds provide relatively stable returns with lower risk. Hybrid funds are a
fine balance between the two. The distributor also explains the difference between growth and income
options and helps the investors to select one which would better match their cash flow needs.

Proper scheme preference ensures that investors stay invested with confidence and are less likely to
react emotionally to short-term market movements.

Significance of Investment Amount

The amount invested has a trickling effect on the attainment of financial goals. If one invests less, it
may lead to the inadequacy of corpus formation. If one invests above their financial capability, it may
generate liquidity problems.

A Mutual Fund Distributor assists the investor in making a realistic assessment of their earnings and
expenses before making any investment. In the matter of lump sum investments, the mutual fund
distributor makes it certain that he is investing his surplus money and not his emergency fund. In

'
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case of SIP investments, he advises his clients to invest money that is sufficient enough for long-term
investment.

It provides investment discipline, aids in remaining committed to an investment program, and enhances
overall prospects of successful long-term financial planning.

Combined Importance and Distributor’s Role

Nominee selection, scheme preference, and investment amount are interconnected decisions. Selecting
the right scheme but investing an unsuitable amount, or ignoring nomination while investing correctly,
can weaken the overall effectiveness of the investment.

The Mutual Fund Distributor plays a holistic role by ensuring that all these aspects are aligned. Through
proper explanation, verification, and guidance, the distributor helps investors make informed decisions
that are secure, suitable, and sustainable.

3.1.3 Process to Check and Validate Completed Mutual Fund
Application Forms Before Submission

Before making a submission of the mutual fund application form, it is necessary to verify all the
information provided by the investor. Small discrepancies in an application form can cause rejection,
delay, or operational problems in the future. Validation of application forms will ensure compliance
with norms, a seamless process of handling the form, and a positive experience for investors.

A Mutual Fund Distributor has an important role in this final verification phase in that they are required
to scrutinize carefully the application to ensure that requirements are fulfilled.

Step S What the Mutual Fund
No. Key Validation Step Distributor Checks Purpose
Step 1 Verify Personal & PAN Name, PAN, date of birth Prevents identity-related
P Details match KYC records rejection
Step2 | Confirm KYC Compliance KYC statgs and verification Ensurgs regulatory
completion compliance
Step3 | Validate Scheme & Option Correct scheme, plan, and Av0|ds incorrect
option selected investment
Check Investment Mode & | Lump sum/SIP and correct .
Step 4 . Ensures proper execution
Amount investment amount
. . Account number and IFSC Enables smooth
Step5 | Verify Bank Details with bank proof transactions
Step 6 Chec_k SIP Mandate (if A_uto-deblt mandate filled and Prevents SIP failures
applicable) signed
Step 7 V.erlfy Nomination & Nom‘mee <‘1etalls and all Avoids processing delays
Signatures required signatures

Table 3.1.1: Process to check and validate process
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3.1.4 SEBI Guidelines for KYC Compliance and Different
[ KYC Verification Modes Bottom of Form

The importance of Know Your Customer (KYC) Compliance is a fundamental requirement in the mutual
funds sector. SEBI has made it mandatory. The objective of the norms of KYC is to confirm the identity
of the investors along with their addresses. Besides this, it helps gener-ate transparency in financial
transactions. KYC norms are applicable to every mutual fund investor, irrespective of the amount of
involvement.

KYC procedures for many mutual fund investors might seem quite technical and complicated. This
explains the importance of the Mutual Fund Distributor, who provides KYC details to the investor, helps
the investor complete the requisite papers, and checks that the KYC completion happens properly
before starting any investments.

SEBI Guidelines for KYC Compliance
e SEBI mandates KYC compliance for all mutual fund investors before any investment transaction can
be processed.

e PAN is compulsory for mutual fund investments and is used for investor identification and tax
compliance.

e Investors must submit valid identity proof, address proof, and recent photograph as part of KYC
requirements.

e KYC records are maintained centrally through KYC Registration Agencies (KRAs), allowing one-time
KYC across fund houses.

e Investors are required to update KYC details in case of changes in personal information such as
address or contact details.

e Mutual Fund Distributors must ensure that KYC documents are genuine, complete, and properly
verified before submission.

e Applications with incomplete or incorrect KYC details may be rejected or delayed as per SEBI
regulations.

KYC Verification modes

Aadhaar-Based e-
KYC

In-Person
Verification (IPV)

Fig. 3.1.4: Verification modes of KYC

1. Aadhaar-Based e-KYC

Aadhaar-based e-KYC is a digital way to complete the KYC using the authentication at Aadhaar.
In such a process, the investor provides his/her Aadhaar number and completes verification
through OTP sent on the mobile number linked with Aadhaar. Being completely paperless, fast, and
convenient, it has gained high acceptance among the first-time and online investors.

—______n__________
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The Mutual Fund Distributors help the investors go through the process of e-KYC step by step
over online platforms, guiding them correctly for entering details and successfully verifying OTP.
However, e-KYC based on the Aadhaar may be subject to investment limits so prescribed by the
SEBI, and hence, investors with investment plans of higher value may have to go for additional
verification.

2. In-Person Verification (IPV)

In-Person Verification (IPV) is a physical or live video-based method of verification wherein the
investor's identity is confirmed. This is based on a process wherein the distributor or a nominated
official checks the investor's documents and compares them with the investor's physical appearance.
IPV can be done either by a physical visit or by a video call, as allowed by law.

IPV plays an important role in the case of investors who feel uncomfortable using electronic
systems, along with individuals looking to make bigger investments using this service. Mutual Fund
Distributors help in the formation and execution of IPV, ensuring that everything is done according
to SEBI rules.

Role of Mutual Fund Distributors in KYC Compliance

Mutual Fund Distributors act as facilitators in the KYC process. They educate investors about the
importance of KYC, help collect and verify documents, and guide investors in choosing the appropriate
verification mode. By ensuring proper KYC compliance, distributors help prevent future operational
issues and ensure smooth investment processing.
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UNIT 3.2: KYC Process, Importance of FATCA Declarations

. . ° 24
— Unit Objectives | ©
By the end of this unit, the participants will be able to:
1. Explain the process of uploading investor KYC details to the regulatory database and addressing

discrepancies.

2. Explain the process of collecting and verifying PAN, Aadhaar, bank details, and investor signatures
as per KYC norms, and describe the steps involved in performing e-KYC or In-Person Verification
(IPV) using a digital interface or offline simulation.

3. Discuss the importance of FATCA declarations and nominee registration in investment onboarding.

Display the process to submit mutual fund applications to Asset Management Companies (AMC) in
physical or digital formats.

5. Identify the online platforms and tools used for KYC processing and mutual fund application
submissions, and explain how KYC records are updated and discrepancies are resolved through
appropriate client communication.

— 3.2.1 Process of uploading investor KYC details

Uploading the KYC records of investors in a mutual fund to the regulatory database is an important
part of the mutual fund investment process. It makes sure that all data related to investors is stored at
a common place in all Asset Management Companies. It removes any risks of duplication of data at all
AMCs.

For a Mutual Fund Distributor, it is a must to understand how the KYC details get uploaded and how
discrepancies get resolved. This is necessary for a smooth process of mutual fund application and
elimination of unnecessary details.

Arjun Singh
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Fig. 3.2.1: Reference image of Online KYC Process

—_______n__________
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Step-by-Step Process of Uploading Investor KYC Details to the Regulatory Database

Collection of Investor Documents

The process begins with collecting mandatory KYC documents from the investor. These include
PAN card, Aadhaar or any valid address proof, a recent passport-size photograph, bank proof such
as cancelled cheque, and the investor’s signature. The distributor ensures that all documents are
current and legible, as outdated or unclear documents may lead to rejection during verification.

Preliminary Verification of Details

Before uploading, the Mutual Fund Distributor cross-checks all details across documents. The
investor’s name, date of birth, and address must match exactly with the PAN database. Even minor
spelling differences can cause discrepancies, so this step helps avoid delays at the KRA level.

Accessing the Authorized KYC Platform

The distributor logs into an authorized KYC Registration Agency (KRA) portal using valid credentials.
Only SEBI-approved platforms are used for uploading KYC data, ensuring data security and regulatory
compliance.

Entering Investor Information

Investor details such as personal information, contact details, occupation, income range, and tax
status are carefully entered into the system. Accuracy at this stage is critical, as incorrect entries
may affect future transactions or lead to compliance issues.

Uploading Supporting Documents

Clear scanned copies or digital images of the investor’s documents are uploaded in the prescribed
format and size. The distributor ensures that all corners of the documents are visible and that
signatures and photographs are clearly captured to meet KYC standards.

Selection of KYC Mode

Depending on investor preference and eligibility, the distributor selects either Aadhaar-based e-KYC
or physical KYC. For e-KYC, Aadhaar authentication is completed digitally using OTP or biometric
verification. For physical KYC, documents are verified offline and then digitized for upload.

Submission for KRA Verification

After reviewing all entered information and uploaded documents, the distributor submits the KYC
application for verification. The application is then routed to the KRA, where further checks are
conducted using regulatory databases.

Monitoring KYC Status

The distributor regularly tracks the KYC status on the KRA portal. The status may show as “Under
Process,” “Registered,” “On Hold,” or “Rejected.” Timely monitoring allows the distributor to take
quick action if any issues arise.

Identification of Discrepancies

If the KYC application is placed on hold or rejected, the KRA provides specific reasons such as unclear
document scans, signature mismatch, or incorrect PAN details. Understanding these reasons helps
in efficient correction.

Resolving Discrepancies with Investor Support

The distributor communicates the issue clearly to the investor and guides them in correcting the
problem. This may involve collecting fresh documents, correcting data entry errors, or re-performing
verification steps. Good communication at this stage enhances investor trust.
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11. Re-Submission and Final Approval

Once corrections are made, the updated KYC details are re-uploaded and submitted for verification.
Upon successful approval, the investor’s KYC status is updated to “KYC Verified,” allowing them to
invest in mutual funds across all AMCs without repeating the process.

— 3.2.2 Process of collecting and verifying details

Collection and verification of the investor documents form a backbone of mutual fund operations. SEBI
has made KYC compliance mandatory, whereby accurate identification is made of investors to ensure
that their financial activities are transparent, thereby reducing the chances of fraudulent transactions
or money laundering. Investors cannot transact in mutual funds in the absence of proper KYC; therefore,
distributors need to handle this process with due diligence.

Fig. 3.2.2: Reference image showing All Valid documents req. for Verification

Mutual Fund Distributors accordingly act as an intermediary between investors and the regulatory
system. This involves guiding the investors on acceptable documents, assisting in the verification
processes, and ensuring that all details submitted are accurate. In this way, not only do the investors
avoid delays, but the integrity of the investment system also remains intact.

The most common requirements are PAN, Aadhaar or alternative address proof, bank account details,
and signatures. Each of these documents is related to certain specific roles, such as verifying identity,
establishing banking relationships, and enabling secure transactions. If these are collected and verified
correctly, it ensures the safety and efficiency with which the investor can invest in the mutual fund
scheme.

Process and Roles of Mutual Fund Distributors in verifying

1. Collection of PAN

The Permanent Account Number or PAN is considered the most essential document for mutual fund
investments. It acts as an identification number and is a must for tax calculations. The distributor
acquires a copy of the investor's PAN card and verifies that the name, date of birth, and signature
on the PAN card match that in the application form. Otherwise, it may be rejected at a stage called
verification. At times, investors may be instructed by distributors to correct some spell errors in
their PAN details that may cause delays.
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Fig. 3.2.3: PAN Card

2. Verification of Aadhaar or Address Proof

Aadhaar has become the primary document for both identity and address verification due to its
integration with digital platforms. For investors without Aadhaar, alternatives like Passport, Voter
ID, Driving License, or utility bills are acceptable. The distributor carefully examines the document
to ensure that it is valid, legible, and current.
e Key checks include:

o Name and date of birth match PAN records

o Address matches the application form

o Document is clear and not expired

This verification ensures that the investor’s identity and residence are accurately established.
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Fig. 3.2.4: Aadhar Card

3. Collection and Verification of Bank Account Details

Bank account information is essential for receiving redemption proceeds, dividends, and setting
up SIPs. Distributors typically collect a cancelled cheque, bank statement, or passbook copy.
Verification involves ensuring that the account number, IFSC code, and account holder name match
the investor’s KYC and PAN details.
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Common errors:

o Mismatched names
o Incorrect IFSC codes
o Bank account not supporting electronic transactions

Distributors advise investors to double-check these details to avoid transaction failures later.

Verification of Signatures

The signatures play a crucial role in authorizing transactions and mandatory forms. The distributors
check whether there is congruence between the signatures given in the application form and those
given in the PAN card and bank documents.

W - @/
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Fig. 3.2.5: Signature should be correct as shown in the image

The consistent signature helps ensure that subsequent transactions regarding SIP payments and
redemptions go through smoothly. In situations where there are mismatched signatures, the
investor is asked to furnish fresh signatures for the documents.

Performing e-KYC Verification

Aadhaar-based e-KYC is a digital process where the investor’s identity is authenticated online. The
distributor enters the investor’s Aadhaar number on the KRA portal or AMC distributor platform. The
investor receives an OTP on their registered mobile number and enters it to complete verification.
Once successful, the system automatically retrieves and validates the investor’s personal details,
photograph, and signature.

Document Verification

-

A

Fig. 3.2.6: E-KYC Verification process
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e Advantages of e-KYC:
o Instant verification
o Paperless process
o Minimizes human errors

Distributors guide investors carefully during OTP entry and ensure that fetched details match the
documents to prevent discrepancies.

6. Performing In-Person Verification (IPV)

For investors without Aadhaar or those making high-value investments, In-Person Verification is
required. IPV can be conducted through a physical visit or a live video call. During IPV, the distributor
verifies the investor’s identity by checking documents against their appearance and signatures.

Fig. 3.2.7: One is giving Fingerprint for IPV

e This step ensures compliance with SEBI regulations for higher-value transactions.

e Distributors schedule verification sessions, explain the process to investors, and ensure all
documents are properly checked and uploaded.

7. Submission and Monitoring of KYC Status
Once documents are verified through e-KYC or IPV, the distributor uploads all details to the KRA

system. The KRA then verifies the submission, and the KYC status is updated as “Registered,” “On
Hold,” or “Rejected.”

e |f discrepancies arise, the distributor communicates clearly with the investor, explaining the
reasons and assisting in correcting the details.

e Corrected submissions are re-uploaded for verification. Once approved, the investor’s KYC
status is marked as “Verified,” allowing them to invest in mutual fund schemes across all AMCs.
8. Distributor’s Practical Role

The distributor serves as a guide, verifier, and communicator throughout the KYC process. By
ensuring accurate document collection, proper verification, and effective discrepancy resolution,
the distributor guarantees that investors experience a smooth onboarding process. This not only
builds trust but also reduces administrative delays and enhances compliance with SEBI regulations.
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Practical Steps for e-KYC / IPV
Step Activity Practical Explanation
1 Selection of Verification | The distributor selects e-KYC (digital) or IPV (physical) based on
Mode investor preference and eligibility.
) Aadhaar Authentication | In e-KYC, OTP or biometric verification is completed; in IPV, the
/ Physical Presence investor is physically present or on video.
3 Live Capture of Photo Investor’s live photograph is captured to match submitted
documents.
4 Signature Verification Investor signs digitally or on paper, which is matched with
uploaded records.
5 Document Cross-Check PAN, Aadhaar, and bank details are matched during verification.
6 Confirmation & Verification is confirmed and records are submitted to the KRA
Submission system.
Table 3.2.1: Steps for E-KYC

3.2.3 Importance of FATCA declarations and nominee
registration in investment onboarding

The process of onboarding mutual fund investors not only requires the submission and validation
of documents but also requires declarations that are essential to ensure regulatory compliance and
protect investors themselves. Among those that are most essential are declarations for FATCA and
nominations to register nominees. FATCA, Foreign Account Tax Compliance Act, is a regulatory process
to identify those individuals holding investments over-seas that are subject to foreign taxation. On the
other hand, nominations to register nominees work to protect interests on behalf of an investor to
ensure a smooth transfer process in unforeseen scenarios.

Mutual Fund Distributors also play an important role in educating investors on such requirements.
Many investors may not be aware of their FATCA compliance requirements and/or nominee registration
implications. They should be enlightened by Mutual Fund Distributors on how to fulfill such declarations
and also made to understand their importance to achieve investment security.

FATCA Compliance and Nominee Registration: By taking measures for FATCA compliance and nominee
registration, financial distributors not only comply with the legal requirements but also boost their
credibility with investors.

Importance of FATCA Declarations

FATCA (Foreign Account Tax Compliance Act) declarations are crucial for mutual fund investors, especially
for those who may have foreign tax residency or foreign financial accounts. These declarations help
ensure transparency and regulatory compliance, and distributors play a key role in guiding investors
through them.
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Fig. 3.2.8: Reference image showing FATCA Declarations book

e Regulatory Compliance and Global Reporting:

Funder the FATCA agreement, it is mandatory for financial institutions to track individuals who are
tax residents in other countries and disclose their financial data to the concerned tax authority. By
filing these declarations through the FATCA form, mutual fund distributors assist in the various tax
compliance requirements of the investors and prevent them from incurring penalties. For instance,
it would be the responsibility of the investor to fill out the form to check if the AMC retains the
correct information from them to be provided to the tax authority.

e Prevention of Tax Evasion and Legal Penalties:

FATCA was introduced to prevent tax evasion and unreported foreign income. Investors who fail
to submit accurate FATCA information may face restrictions on investment accounts or even legal
consequences. Distributors educate investors about the risks of non-compliance, explaining that
failing to declare foreign tax obligations can result in blocked transactions or mandatory reporting
by the fund house.

e [nvestor Convenience and Transaction Smoothness:

Correct FATCA declaration submissions enable the investor to conduct business in mutual funds
without interruption. In the absence of, or with incorrect, FATCA declaration submissions, further
investments, SIP registrations, redemptions, and dividend payouts could be stopped until the
accurate details have been provided. The distributors check the forms fully, understand all the
details, and forward the submissions with the least possible delays.

e Enhanced Transparency and Investor Profiling:

FATCA declarations contribute to better investor profiling. By knowing an investor’s foreign tax
obligations, distributors and fund houses can offer tailored investment advice while ensuring
compliance with both domestic and international regulations. This transparency helps investors
understand their obligations and encourages responsible investment behavior.

e Preventing Future Discrepancies and Errors:

FATCA declarations help prevent discrepancies in investor accounts, such as mismatched tax
information or duplicate reporting. Distributors carefully verify details like foreign residency status,
citizenship, and overseas bank accounts before submission. Accurate FATCA compliance minimizes
the chances of future disputes or legal complications, ensuring a smooth investment journey for
the client.
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Importance of Nominee Registration

Nominee registration is another critical aspect of mutual fund investments. While FATCA ensures
regulatory compliance, nominee registration protects the investor’s financial interests and provides
clarity for asset transfer.

Fig.3.2.9: Nominee Registration reference form

e Smooth Transfer of Investments:

Registering a nominee guarantees that mutual fund holdings are transferred quickly to the
designated individual in case of the investor’s demise. Without a nominee, legal heirs must go
through lengthy probate procedures, delaying access to funds. Distributors explain that this simple
step saves family members time, stress, and potential legal costs.

e Legal Clarity and Compliance:

Nominee registration ensures compliance with SEBI regulations and provides a clear legal framework
for asset succession. Distributors guide investors to correctly fill nominee details, including name,
relationship, and contact information, to avoid ambiguity. This prevents conflicts among family
members and protects the investor’s intentions.

e |nvestor Protection and Peace of Mind:

Investors gain confidence knowing that their investments will be safely transferred to the intended
person. Distributors highlight scenarios where improper or missing nominee registration caused
delays or disputes, reinforcing the importance of this step.

e Flexibility and Updates:

Life events such as marriage, divorce, or the birth of a child may necessitate updating nominee
details. Distributors advise investors to review nominee registration periodically and update it to
reflect current intentions. This proactive approach ensures that the investor’s estate planning aligns
with their current circumstances.

e Facilitates Financial Planning:

By registering a nominee, investors can integrate their mutual fund investments into broader
financial and estate planning. Distributors can guide clients in aligning mutual fund holdings with
other assets, ensuring a holistic approach to wealth transfer and risk management.




Participant Handbook

e Minimizing Disputes and Litigation:
Proper nominee registration reduces the risk of disputes among heirs. Distributors explain that
clear documentation of nominee details prevents legal challenges, ensuring that the investor’s
family receives the assets as intended without unnecessary complications.

~ 3.2.4 Process to submit mutual fund applications to
AMC in physical or digital formats

Submission of Applications of Mutual Funds: It is a very important step in handling an investment
application. After completing all related procedures such as KYC procedures, etc., comes the step of
properly submitting the form with necessary documents and payments to the AMC. Itis a very important
step, as any wrong submission may cause a delay in registration or even a failure in investments.

Mutual Fund Distributors are the links between the investors and the AMCs. They make sure that all the
forms are filled correctly and all the required documents are submitted through the proper channels,
whether it is physically done or through online processes. Their task is not only limited to this but
also includes counselling the investors for selecting proper schemes and completing the payment and
application status processes.

It can be classified into the following categories of submissions:

e Physical Submission
e Digital Submission

Both submissions have their own workflow, pros, and cons and require distributors to be an expert at
handling the submissions according to the investors' preferences, be it a digital platform or a physical
one.

Physical Submission of Mutual Fund Applications

Physical submission refers to the act of submitting the forms and other required documents physically
to the AMC or the registrar. In most cases, physical submission is done when the investors are not
comfortable with the online process, especially when a high value is involved that requires signature
verification.

Fig. 3.2.10: Mutual Fund Distributor doing Physical Submission
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It starts with the validation of the application form by the distributor. This entails ensuring that the
investor has provided details in the mandatory parts of the form, has selected the right mutual fund
scheme, and has made the right choice of investing option, such as growth, dividend, and dividend
reinvestment. The distributor will also make sure that the payment draft, such as the cheque, demand
draft, has been properly drafted and filled with the right bank details, as well as the right signature of
the investor.

After verifying, the distributor sends the application, along with KYC documents and the payment,
to either the AMC branch or an allocated collection center. After this, for inherent reasons, an
acknowledgment slip or receipt, proof of receiving an application, is issued by the AMC to verify that
it has received the same. This particular document serves vital purposes for an investor, including
tracking their applications.

Key responsibilities of the distributor in physical submissions include:

e Ensuring accuracy and completeness of forms.
e Confirming that payment instruments are valid and match investor details.

e Educating investors about potential errors that could cause rejection, such as missing signatures or
incorrect scheme codes.

e Retaining copies or acknowledgment slips for record-keeping and follow-up.

Digital Submission of Mutual Fund Applications

With modern technology becoming increasingly adopted, digital means of mutual fund application
submission have been a blessing for many investors. This mode of application provides speed and
convenience and immediate acknowledgement. Applications can be submitted through AMC websites,
registrar portals, or distributor platforms integrated with KRA databases.

Fig. 3.2.11: Mutual Fund Distributor doing digital Submission

The distributor first checks whether the investor's KYC is active and verified. This is important because
all digital applications fetch investor details from the KYC registry automatically, reducing errors while
keying in investor detail entries. The distributor then assists the investor with the selection of the
desired mutual fund scheme, the investment amount, and mentioning the investment type-lump sum
or SIP. Payment will be made via secured digital means such as Net Banking, UPI, or e-mandates for
SIPs.

'
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On submission of the form online, confirmation is provided to the investor instantly. Such confirmation
proves the submission of the application and contains an application number, investment amount, and
details of scheme applied for. Confirmation will act as proof of submission and can be used to track the
application status till the time units are allotted by AMC.

Advantages of digital submission include:

¢ Instant acknowledgment: Investors immediately know the application has been received.

e Error reduction: Automatic fetching of KYC details reduces mistakes in personal or banking
information.

e Convenience: No physical travel is needed; investors can submit applications from anywhere.

e Faster processing: Digital submissions are processed quicker by AMCs, allowing faster allocation of
units.

Distributor’s role in digital submissions:

e Assisting investors in navigating the digital platform.

e Ensuring that scheme selection, investment type, and payment details are accurate.

e Monitoring the status of the application until units are allocated.

e Helping investors resolve any errors or rejections due to incomplete information or system issues.

3.2.5 Online platforms and tools used for KYC processing
and KYC records process

In the modern mutual fund industry, online platforms and digital tools play a critical role in streamlining
KYC processing and mutual fund application submissions. The traditional process of submitting physical
forms, while still relevant, is now complemented by digital systems that allow for faster, more accurate,
and more transparent processing. Mutual Fund Distributors act as the bridge between investors and
these platforms, guiding clients through the procedures while ensuring regulatory compliance and
accurate documentation.

The use of online platforms is especially important in maintaining up-to-date KYC records and handling
discrepancies efficiently. Any mismatch in investor details—whether in PAN, Aadhaar, bank account
information, or signatures—can delay investment processing, cause errors in transaction execution,
or even result in regulatory penalties. Distributors play a pivotal role in detecting, communicating, and
correcting such discrepancies, ensuring a seamless investment experience for the investor.

Online Platforms and Tools for KYC Processing and Mutual Fund Submissions

Mutual Fund Distributors primarily use SEBl-approved KYC Registration Agencies (KRAs) and AMC-
distributor portals to manage KYC and applications. These platforms are integrated with real-time
databases, allowing automatic fetching of investor KYC details once PAN and Aadhaar are verified.

e KYC Registration Agencies (KRAs):

KRAs are the central repositories for investor KYC information. Once an investor’s KYC is verified and
uploaded to a KRA like CDSL Ventures Limited (CVL) or CAMS KRA, the details can be accessed by
any AMC for investment processing. Distributors use these platforms to upload documents, verify
information, and track KYC status.

'
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Fig. 3.2.12: Reference image showing KRAs Site

e AMC Distributor Portals:

Each AMC provides an online portal where distributors can submit mutual fund applications directly.
These portals allow automatic population of investor details from the KRA, reducing manual errors.
Distributors can initiate both lump sum and SIP registrations, verify payment details, and track the
allocation of units.

e Online Payment Gateways and e-Mandate Systems:

Secure online payment platforms integrated with AMCs allow distributors to facilitate instant
payment for mutual fund applications. These systems also support auto-debit mandates for SIPs
with any payment mode like Paytm, Google pay, Amazon Pay etc.

Fig. 3.2.13: Online payment modes

e Mobile Applications and Digital Interfaces:

Many AMCs and third-party platforms provide mobile apps for investors and distributors. These
apps allow easy submission of applications, real-time tracking of KYC and investment status, and
digital communication for addressing discrepancies.
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Updating KYC Records

After sending the initial KYC, distributors are required to keep investor details up to date. The instances
that could call for updates in this regard are changes of address, bank account, mobile number, or
nominee details.

In the case of digital updates of KYC, the distributor logs into the KRA or AMC portal, feeds in the
updated information, and uploads supporting documents such as an updated bank statement or proof
of new address. The system verifies this information against official databases like PAN, Aadhaar, and
banking records. If it is an e-KYC update, it gets approved almost instantly, although physical updating
may have more steps to verify.

They help investors in this process step by step and will double-check that everything changed is
correct and consistent within the documents, so it would not raise problems later. Moreover, they are
explaining to investors why timely updating is very important to avoid the failure of transactions or
regulatory problems.

Resolving Discrepancies through Client Communication

Discrepancies in KYC details can arise due to typographical errors, document mismatches, or incomplete
information. Common issues include:

e Mismatch between PAN name and Aadhaar name

e Bank account details not matching the investor’s profile

e Missing signatures or unclear scanned documents

e Incomplete nominee or FATCA information

Distributors play a critical role in resolving these discrepancies. The process typically involves:

e . . Re-submission
Identification Communication Correction

and Verification

Fig. 3.2.14: Process of resolving the discrepancies

e Identification: The system flags inconsistencies during KYC verification or application submission.
Distributors monitor the KRA or AMC portal regularly to detect these issues early.

e Communication: The distributor contacts the investor via phone, email, or in-person meetings to
explain the issue clearly, emphasizing the documents or details that need correction.

e Correction: Investors provide corrected documents, such as a revised bank statement, up-dated
PAN details, or clearer scanned images.

e Re-submission and Verification: The distributor re-submits the corrected details via the online
portal or physically, and tracks the status until the KYC or application is approved.

By managing discrepancies effectively, distributors ensure that investors’ mutual fund transactions
are processed smoothly without delays or rejections. Clear, timely communication builds investor
confidence and reinforces the distributor’s role as a trusted advisor.
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Practical Role of the Distributor

The distributor is the key facilitator in the entire online KYC and application process. They guide
investors on platform navigation, assist in uploading and verifying documents, monitor the progress of
applications, and communicate proactively to resolve discrepancies. Distributors also educate investors
on the importance of keeping information up-to-date, completing FATCA declarations, and registering
nominees correctly.

In practice, this might involve:

e Walking an investor through the AMC portal to complete e-KYC and select the correct mutual fund
scheme

e Checking scanned documents for clarity before uploading

e Following up promptly on any rejections or “on-hold” statuses flagged by the KRA

e Advising investors on how to prevent future discrepancies, such as keeping bank account names
consistent with PAN details
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— Summary E

Mutual fund investments can be made through lump sum or Systematic Investment Plan (SIP)
modes based on investor preference.

Investors are guided step-by-step to correctly fill mutual fund application forms to avoid errors and
rejections.

Nominee selection ensures smooth transfer of investments in case of the investor’s death.

Scheme selection and investment amount must align with the investor’s financial goals and risk
profile.

Completed application forms must be validated for accuracy, signatures, and mandatory disclosures
before submission.

SEBI mandates KYC compliance to verify investor identity and prevent financial fraud.

KYC can be completed through Aadhaar-based e-KYC or In-Person Verification (IPV).

Investor KYC details are uploaded to central regulatory databases such as KRA systems.

PAN, Aadhaar, bank details, and signatures are verified to ensure compliance with KYC norms.
FATCA declarations are required to assess tax residency and international tax compliance.
Mutual fund applications can be submitted to AMCs through physical forms or digital platforms.

Online KYC and MF platforms enable faster processing, updates, and discrepancy resolution through
client communication.
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— Exercise

Multiple-choice Question:

1. Which investment mode allows investors to invest a fixed amount regularly?
a. Lump sum b. SIP

c. Dividend plan d. Arbitrage

2. Why is nominee registration important in mutual fund investments?
a. To reduce tax liability b. To increase returns

c. To ensure smooth transfer of units d. To avoid KYC

3. Which authority mandates KYC compliance for mutual fund investors in India?
a. RBI b. SEBI

c. AMFI d. IRDAI

4. Which document is mandatory for mutual fund KYC in India?
a. Passport b. Driving License

c. PAN d. Ration Card

5. Which declaration is required for international tax compliance?
a. Nominee declaration b. SIP mandate

c. FATCA declaration d. Risk profile form

Descriptive Questions

1. Explain the step-by-step procedure for investing in mutual funds through lump sum and SIP modes.
Describe the importance of nominee selection and scheme preference in mutual fund applications.
Explain the process of KYC verification and validation as per SEBI guidelines.

Discuss the role of FATCA declarations in mutual fund onboarding.

vk W

Describe how mutual fund applications and KYC records are submitted, updated, and corrected
using online platforms.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://www.youtube.com/watch?v=rAqzpRZa78E https://www.youtube.com/watch?v=cS1TS82kw3Q

How to do SIP? Mutual Fund Application Process & Form Fill up

https://www.youtube.com/watch?v=8Lg0sKI46kY https://www.youtube.com/watch?v=I5_K8f9-j2I|

Mutual Fund KYC The Right Way to Invest in Mutual Funds in India



https://www.youtube.com/watch?v=rAqzpRZa78E 
https://www.youtube.com/watch?v=cS1TS82kw3Q 
https://www.youtube.com/watch?v=8Lg0sKI46kY 
https://www.youtube.com/watch?v=l5_K8f9-j2I 
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— Key Learning Outcomes | ¥

By the end of this module, the participants will be able to:

1.

Analyze mutual fund portfolio performance using relevant indicators such as CAGR, rolling re-
turns, and risk exposure reports.

Demonstrate the use of digital tools and AMC platforms to monitor investments, generate per-
formance reports, and track investor transactions.

Facilitate portfolio rebalancing, scheme switches, and redemption processes based on changing
client goals and market trends, ensuring compliance with regulatory norms.

Explain the tax implications and exit load structures associated with mutual fund redemptions
to help investors make informed decisions.
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UNIT 4.1: Mutual Fund Investors, Portfolios, Performance
Metrics

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Explain the concept and importance of portfolio monitoring for mutual fund investors.

2. Demonstrate how to track client mutual fund portfolios using AMC platforms and reports.

3. Describe key mutual fund performance metrics such as CAGR, rolling returns, and Sharpe ratio.
4. Use digital tools to analyze investment growth, asset allocation, and risk exposure.

4.1.1 Concept and importance of portfolio monitoring
for mutual fund investors

Portfolio monitoring is an important element of wealth management and mutual fund invest-ment.
It essentially pertains to observing and analyzing an individual’s investments in various mutual fund
schemes. The first and foremost aim of this monitoring is to ensure that there is no mismatch between
an individual’s scheme of investment and his/her financial goals. Unlike making an investment, it
becomes an incessant procedure of informing an individual of making adjustments in investments from
time to time.

Fig. 4.1.1: Portfolio monitoring reference image

Mutual Fund Distributors also have a significant impact in this regard. Though investors have the option
to invest in schemes based upon the first recommendation made, Mutual Fund Distribu-tors assist in
monitoring how the invested amount is performing and also help in deciding whether it is satisfactory
or imbalanced and needs rebalancing.

Effective portfolio management helps investors assess underperforming investment schemes, detect
inconsistencies in asset allocation, and provide suitable remedies before such problems adversively
influence their financial position. Portfolio managementis a critical discipline in pro-fessional investment
services because it promotes financial stability and informed investment decisions.




Participant Handbook

Importance of Portfolio Monitoring
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Fig. 4.1.2: Importances of Portfolio Monitoring

1. Alignment with Financial Goals

Portfolio monitoring ensures that mutual fund investments remain aligned with the investor’s
evolving financial objectives. For instance, a client saving for retirement may need a more con-
servative allocation as they approach retirement age, whereas a young investor saving for high-er
education can tolerate higher risk. Distributors periodically review portfolios to confirm that the
investment mix continues to match the client’s goals, making adjustments when necessary.

2. Risk Management and Exposure Control

Mutual fund portfolios are subject to market fluctuations, sectoral risks, and interest rate chang-
es. Monitoring allows investors and distributors to identify any concentration risks or deviations
from the desired asset allocation. For example, if equity funds have grown disproportionately
compared to debt instruments, the portfolio may become riskier than the investor’s risk toler-ance.
Distributors advise on rebalancing strategies to maintain the intended risk profile.

3. Detection of Underperformance

Not all mutual fund schemes perform consistently. Through regular portfolio review, investors
can detect underperforming schemes early. Performance metrics, such as rolling returns or the
Sharpe ratio, help distributors identify funds that lag their benchmarks or peer group. This ena-bles
proactive decision-making, such as switching to better-performing schemes or reallocating assets.

4. Tracking Returns and Growth

Monitoring ensures that investors are aware of the actual growth of their investments. Using
portfolio reports from AMCs or consolidated statements from registrars, distributors can provide
clients with clear insights into returns over different time periods, facilitating better financial
planning. Regular tracking helps investors assess whether their wealth creation trajectory is on
course and whether SIPs or lump sum investments are generating the expected results.

5. Facilitates Tax and Compliance Planning

Portfolio monitoring also supports regulatory and tax compliance. Investors benefit from know-
ing which schemes have generated capital gains, the type of gains (short-term or long-term), and
potential tax liabilities. Distributors can guide investors on minimizing taxes legally, for in-stance
by managing redemption timing, leveraging tax-saving schemes, or harvesting losses strategically.
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~4.1.2 Tracking of track client mutual fund portfolios using
AMC platforms and reports

Keeping track of the mutual fund portfolios of the clients is an essential job of a Mutual Fund Distributor.
After making investments, it does not suffice to merely hold the units because, in this case, mere
possession of the units does not result in the financial growth of the individu-al, including attainment
of his/her objectives.

Fig. 4.1.3: Tracking of Mutual fund Portfolios

The AMC platforms and the consolidated reports have made this job immensely easier. Such
reports enable the distributors to have access to the real-time data related to investment holdings,
performance, asset allocation, and investment transactions on the part of an in-vestor. The distributors’

job in interpreting these reports and feeding the results back to the clients helps immensely in keeping
the investment on course.

For an investor, having the ability to monitor investments using AMC facilities or statements means
having transparency, confidence, and clarity. They get to monitor how their wealth is increasing as well
as get insights into risk levels to make an informed decision with the help of the distributor.

Using AMC Platforms to Track Portfolios
1. Accessing the AMC Dashboard

Distributors typically use AMC web portals or mobile applications, which require secure log-in
credentials. Some famous AMCs are HDFC, Jio, Aditya Birla, Nippon and Kotak in which you have to
login once, then the platform provides a consolidated view of all schemes the investor has invested
in, including equity, debt, hybrid, and sectoral funds. The dashboard often displays:

¢ Number of units held per scheme

* Investment value and current market value

e Total returns and realized gains

'
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Top AMCs in India

HDFC Asset Management Nippen Life India
{:‘-c]n-.pu r‘l'}" Ltd, asget r-.ﬂ{m{:g aerment Ltd,

Aditya Birla Sun Life Jio Financials Ltd.
AMC Ltd.

Fig. 4.1.4: Reference image showing Top AMCs in India

By navigating the dashboard, distributors can quickly understand the overall portfolio per-formance
and generate reports for clients.

2. Monitoring Scheme-wise Performance
Within the AMC portal, each scheme’s detailed performance data is available. Distributors can
analyze historical NAV trends, compare fund performance against benchmarks, and as-sess returns
over different periods such as 1-year, 3-year, and 5-year horizons. This analysis helps identify:
e High-performing schemes to retain or increase allocation
e Underperforming schemes that may require switching
e Trends in dividends or growth options that impact investor wealth

3. Generating Reports
AMC platforms allow distributors to generate client-specific portfolio reports. These reports
typically include:
e Transaction history, including investments, redemptions, and switches
e Asset allocation charts showing the distribution across equity, debt, and hybrid funds
e Scheme-wise returns and benchmark comparisons

Reports can be downloaded as PDFs or spreadsheets, enabling distributors to share them with
clients during meetings or via email.
4. Practical Demonstration Using Reports
Consider a client who has invested in three equity funds, one debt fund, and a hybrid fund. The
distributor can generate a consolidated report showing:
e Equity funds have grown 12% over the past year, outperforming the benchmark by 3%
e Debt fund is yielding a steady 6% per annum, providing stability to the portfolio
e The hybrid fund has moderate growth but a higher allocation than the client’s risk pro-file allows

Using this information, the distributor can suggest minor reallocation—for instance, reduc-ing
hybrid fund exposure and increasing high-performing equity funds—ensuring the portfo-lio remains
aligned with risk tolerance and objectives.
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Using Consolidated Account Statements (CAS)

Besides AMC portals, distributors can access Consolidated Account Statements provided by registrars
such as CAMS or Karvy. CAS provides a single view of all mutual fund holdings across multiple AMCs for
an investor, offering:

e Total investments and current market value

e Scheme-wise returns

e SIP summaries and maturity schedules

Distributors use CAS to cross-check AMC-specific data, verify investments across different fund houses,
and present a holistic portfolio overview to clients. This consolidated approach ensures that no
investment is overlooked and enhances transparency.

Monitoring Through Mobile Apps and Digital Tools

Many AMCs and third-party platforms provide mobile apps for real-time portfolio tracking. Distributors
can:

e View NAV changes and daily portfolio value updates

e Track SIP instalments and maturity dates

e Set alerts for fund performance thresholds or significant market movements

Using these tools, distributors can proactively notify clients about opportunities or risks, en-suring
timely decisions.

4.1.3 Key mutual fund performance metrics such as

CAGR, rolling returns, and Sharpe ratio

Any mutual fund investor needs to understand the performance of their investments. Looking at raw
returns, although fairly indicative, does not convey an adequate idea of risk-adjusted performance,
consistency, or growth over time. Key performance metrics in this regard include CAGR, rolling returns,
and the Sharpe ratio, which are indispensable tools for assessing the efficiency and reliability of mutual
fund schemes.

Mutual Fund Distributors, therefore, form a very important link in explaining these metrics to the
investors. Investors usually do not understand such financial terminology and may make decisions
based on short-term performance rather than making a comprehensive judgment. A distributor will
analyze these metrics, explain them in simple terms, and advise appropriate action related to portfolio
rebalancing, scheme selection, and investment strategies.

Each of them reflects different insights: CAGR gives the annualized growth for a period, rolling returns
are indicative of consistency, while the Sharpe ratio gives an indication of risk-adjusted returns. The
insight into these indicators would enable investors to compare various schemes, ensure effective
monitoring, and make informed decisions that meet their financial goals.




Participant Handbook

Rolling Returns of 2 yrs time frame from 2007-2020
very poing on fhin graph repreents 2 yr CAGH return for sach day of imemEment

m'-_ﬂlhl 2 47 perid

i WME MR MM WM I L0k

— - OporonitesFod -Gt —
Optios

created by www. jagoinvestor.com

Rolling Returns of 3 yrs time frame from 2007-2020

Every point on thin graph representi. 3y CAGR retum bor sach day ol imeitment

——— CAGR I macs 3% In & 3 yr perisd

[ e -
| CAGR flowest 5% i 2 3 peviod
-5
ol Mk b 10 - Folll Jaa 01 | Foll] bn 16 27
12 L] L] L] L] L) L
M 1l [© ¥ k] = Fell] Jaa HAE | “F 1k (Sl el MN

= HOFC Msd-Cap Opportenities Fund - Gawth
Option
Fig. 4.1.5: Reference image showing Rolling returns of certain time period
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Fig. 4.1.6: Key Performance Metrics

1. Compound Annual Growth Rate (CAGR)

CAGR is one of the most widely used metrics to evaluate long-term investment performance. It
represents the rate at which an investment would have grown if it had compounded at a steady
rate over the investment period.

e Importance: CAGR smooths out short-term fluctuations and provides a clear picture of the
investment’s average annual growth. For example, if an equity fund shows 12% CAGR over five
years, it indicates a steady growth trajectory, regardless of volatility in individual years.
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e Distributor’s Role: Distributors calculate or interpret CAGR for investors, comparing it with
benchmarks or peer funds. They help investors understand whether the historical growth rate
aligns with their financial goals and whether the fund’s growth is sustainable.

e Practical Example: Suppose an investor invested X1,00,000 in a mutual fund five years ago, and
the investment has grown to X1,80,000. The distributor can calculate the CAGR as:

1,80, 000

1

5
—_— —1=12.
1,00, 000) 5%

CAGR = (

This simple calculation helps the investor visualize the average annual return.

Rolling Returns

Rolling returns provide insight into the consistency of a fund’s performance over different time
periods. Unlike CAGR, which looks at a fixed start and end date, rolling returns calculate returns for
overlapping periods, e.g., 1-year, 3-year, or 5-year periods, starting from each month in the dataset.

e Importance: Rolling returns show how a fund has performed during various market conditions,
highlighting consistency and resilience. A fund may have excellent CAGR but erratic rolling
returns, indicating higher volatility or reliance on specific periods for returns.

e Distributor’s Role: Distributors use rolling returns to advise investors on long-term stability. For
example, if a fund has consistently outperformed its benchmark in multiple rolling periods, it is
a reliable option for conservative or goal-oriented investors.

e Practical Insight: By showing rolling returns on a graph, distributors can visually demonstrate to
clients how performance varied over time, helping them understand risk and expected returns
more clearly.

Sharpe Ratio

The Sharpe ratio measures the risk-adjusted return of an investment. It evaluates how much excess
return (above a risk-free rate) an investor is earning for each unit of risk taken.

e Importance: High returns alone do not guarantee an efficient investment; the risk taken to
achieve those returns matters. The Sharpe ratio quantifies whether the returns justify the risk.
A higher Sharpe ratio indicates better risk-adjusted performance.

e Distributor’s Role: Distributors interpret the Sharpe ratio to help investors select funds that
provide good returns without taking excessive risk. They explain that a fund with slightly lower
returns but a higher Sharpe ratio may be preferable to a highly volatile fund with high nominal
returns.

e Practical Example: If Fund A has a return of 14% and standard deviation of 10%, and the risk-
free rate is 5%, the Sharpe ratio is:
4-—-5

T 0.9

1
Sharpe Ratio =

Fund B with 12% return but standard deviation of 6% has Sharpe ratio:

12_5:1.17

Here, Fund B provides better risk-adjusted performance despite lower nominal returns, a point
distributor can explain to clients.
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Additional Practical Metrics for Distributors
Besides the main metrics, distributors often use additional indicators for comprehensive analysis:

e Alpha: Measures excess return over a benchmark, showing whether the fund manager added value.
e Beta: Shows the fund’s volatility relative to the market, helping match fund risk to client profile.

e Standard Deviation: Reflects how much the fund’s returns vary from the average, indicating overall
risk exposure.

Distributors integrate these metrics with CAGR, rolling returns, and Sharpe ratio to provide investors a
holistic view of portfolio performance.

4.1.4 Digital tools to analyze investment growth,

asset allocation, and risk exposure

In the technology-fueled world of finance, the use of technology has transformed the man-ner in which
portfolios in the case of mutual funds are administered and tracked. It has ena-bled both the investor
and the Mutual Fund Distributors to track live input about the mutual fund portfolios' performance,
growth, risks, and allocations in real time, unlike in the past when the assessment of portfolios could
only take place with the use of paper reports and manual computations.

For distributors, these platforms are critical for ensuring that they provide quality advisory services
to investors. Based on the analysis of investment growth, diversification, and risk exposure using
digital platforms, distributors are able to guide investors on how to make in-formed decisions about
maintaining portfolios based on financial objectives. Such platforms also ensure transparency for
investors as they can explore the performance of investments and portfolio structure.

Analyzing Investment Growth Using Digital Tools

Digital platforms allow distributors to track realized and unrealized returns, calculate CAGR, and visualize
investment growth over time. Most AMC portals and third-party tools provide interactive dashboards
that display portfolio value evolution, historical performance, and scheme-wise contributions.

1] : OlLong Term Growth
8 Growth and Income
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Fig. 4.1.7: Reference image showing analytical reports
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e Visual Growth Tracking: Graphs and charts help investors quickly understand the growth tra-jectory
of their investments. For example, line graphs show NAV growth for each scheme, while bar charts
can compare performance across multiple funds.

e Comparative Analysis: Distributors can use these tools to benchmark schemes against indi-ces or
peer funds, allowing investors to see relative performance. For instance, a tech-focused equity fund
can be compared against the Nifty IT index to gauge consistency.

e Scenario Planning: Advanced digital tools allow “what-if” simulations, showing potential growth
under different investment scenarios. Distributors can illustrate how increasing SIP contributions or
switching allocations may affect wealth accumulation over 5, 10, or 15 years.

Practical Example: A client has invested in three schemes over the past 5 years. The distribu-tor uses
the AMC dashboard to show:

e Scheme A grew at a CAGR of 12%
e Scheme B at 8%
e Scheme C, a debt fund, at 6%

The platform also illustrates the total portfolio growth, helping the investor visualize how different
funds contribute to overall wealth creation.

Analyzing Asset Allocation

Digital tools make it easier to assess whether an investor’s portfolio is properly diversified across asset
classes, sectors, and risk levels. Asset allocation analysis ensures the portfolio matches the client’s risk
tolerance and investment objectives.

Asset Allocation

5%-10%

= Equity = Gold =Debt = Other

Fig. 4.1.8: Reference image showing Allocation of assets

e Equity, Debt, and Hybrid Breakdown: Pie charts or doughnut graphs display the proportion of assets
in each class. Distributors can immediately identify overweighted sectors or un-derrepresented
asset classes.
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e Sector and Fund Type Analysis: Tools show exposure to different industries (e.g., IT, healthcare,
FMCG) and fund types (large-cap, mid-cap, small-cap, balanced, hybrid), helping investors
understand concentration risk.

e Rebalancing Suggestions: Platforms often provide automated alerts when allocation drifts beyond
target percentages. Distributors can recommend adjustments such as reducing equi-ty exposure in
a volatile market or increasing debt holdings to maintain balance.

Practical Example: A client has 70% in equity and 30% in debt but prefers a 60:40 allocation. The
distributor uses a digital tool to highlight this drift and recommends switching a portion of equity
investments to a debt or hybrid fund to align with risk tolerance.

Analyzing Risk Exposure

Risk assessment is vital to ensure that investors are not unintentionally taking on excessive risk. Digital
tools provide quantitative metrics and visual insights into portfolio volatility, market correlation, and
risk-adjusted performance.

e \Volatility and Standard Deviation: Platforms calculate how much returns deviate from the average,
helping distributors explain the risk level of each fund.

e Beta Analysis: Shows the portfolio’s sensitivity to market movements, enabling distributors to
advise clients on expected performance under different market conditions.

e Sharpe Ratio and Risk-Adjusted Returns: Tools calculate the Sharpe ratio, allowing inves-tors to
see whether returns justify the risks taken. This helps in making informed decisions about scheme
retention or switching.

e Practical Example: A client’s equity-heavy portfolio shows high volatility and beta, indicating
sensitivity to market swings. Using digital tools, the distributor demonstrates that reallo-cating
some funds to balanced or debt schemes reduces risk without significantly impacting long-term
growth.

Additional Features of Digital Tools for Distributors

e Portfolio Consolidation: View all holdings across multiple AMCs in one dashboard, including SIPs,
lump sum investments, and corporate bonds.

e Alerts and Notifications: Real-time notifications for NAV changes, SIP debits, or scheme an-
nouncements.

e Scenario and Goal Planning: Simulate portfolio outcomes based on planned contributions, expected
returns, and financial goals.

e C(Client Reporting: Generate professional, easy-to-understand reports for clients with visual graphs,
scheme comparisons, and performance summaries.
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UNIT 4.2: Portfolio Rebalancing, Client Assistance, Tax
Implications to Mutual Fund Redemptions, Investor
Protection Guidelines, Client Record

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Outline the principles of portfolio rebalancing and explain their role in maintaining risk-adjusted
returns, and describe how clients are assisted in reviewing and rebalancing mutual fund portfo-lios
based on risk appetite and market changes.

2. Explain the procedures and regulatory guidelines for mutual fund scheme switches and re-
demptions, and describe how clients are guided to initiate switch and redemption requests using
online platforms.

3. Discuss the tax implications and exit load charges related to mutual fund redemptions, and ex-plain
how short-term and long-term capital gains tax and exit load impact are calculated at the time of
redemption.

Describe investor protection guidelines and fraud prevention practices.

5. Show how to maintain and update client records related to transactions, rebalancing, and re-
demptions.

4.2.1 Principles of portfolio rebalancing and clients
— are assisted in reviewing and rebalancing mutual
fund portfolios

Rebalancing of portfolio is a critical activity that ensures that the risk-return characteristic of an
investment portfolio remains constant. Over a period of time, based on market perfor-mance, some
components of a portfolio may perform better than others, and hence, the portfolio may stray from
the intended investment. For example, a portfolio that is a balanced mix of 60% stocks and 40% fixed
income may gradually change to a mix of 70% stocks and 30% fixed income in a market where stocks
have performed better.

A number of importance for Mutual Fund Distributors in helping clients with portfolio re-balancing
activities. They do not only analyze portfolio composition but also take into con-sideration the risk
tolerance of the investors. They are aimed at maintaining a portfolio that is in line with the objectives
of their clients.

Rebalancing is more than just restoring the original position; it requires some strategic deci-sion-
making on the part of the portfolio manager, interms of the market outlook, personal circumstances,
and tax efficiency, among others. When investors deal with mutual funds, it is important that they are
responsible when it comes to the process of rebalancing and avoid unexpected losses associated with
concentration risk.

—______o__________
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Principles of Portfolio Rebalancing

1.

3.

Risk-
Adjusted
Rebalancing

Maintaining
Target Asset
Allocation

Periodic
Review

Threshold-
Based
Rebalancing

Fig. 4.2.1: Rebalancing Principles

Maintaining Target Asset Allocation
The primary goal of rebalancingis to bring the portfolio back to the pre-determined target allocation.
This ensures the risk level remains consistent with the investor’s risk profile.

e Example: If a client’s portfolio is targeted at 60% equities and 40% debt but equities have grown
to 70%, the distributor may advise selling some equity units and reallocating the pro-ceeds to
debt funds.

e Maintaining the target allocation protects the investor from overexposure to volatile assets
while capturing gains from outperforming assets.

Periodic Review

Rebalancing can be done at regular intervals, such as quarterly, semi-annually, or annually. Periodic
reviews help distributors track the portfolio’s drift and identify necessary adjust-ments without
waiting for extreme imbalances.

e Distributors use AMC dashboards and consolidated portfolio statements to review perfor-
mance metrics, NAV changes, and investment contributions.

e Periodic reviews also allow the distributor to check whether new investments or redemp-tions
have caused unintended allocation changes.

Threshold-Based Rebalancing

Some investors prefer a threshold-based approach, where rebalancing is triggered only when an
asset class deviates from the target allocation by a certain percentage (e.g., 5%).

e This method minimizes transaction costs and unnecessary fund switches.

e For example, if debt grows beyond 45% due to market gains, the distributor advises adjust-
ments only when it exceeds the defined threshold, rather than on every minor change.
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4. Risk-Adjusted Rebalancing
Rebalancing is not just about percentages—it’s also about risk management. Distributors consider
market volatility, economic trends, and fund-specific risk before suggesting reallo-cation.
e High-risk portfolios may require stricter monitoring, while conservative portfolios may toler-ate
minor drifts.

e Distributors also assess how changes affect the portfolio’s Sharpe ratio and other risk-adjusted
performance metrics, ensuring the rebalanced portfolio continues to optimize re-turns relative
to risk.

Assisting Clients in Portfolio Rebalancing

Mutual Fund Distributors act as the bridge between complex analytics and investor under-standing.

4

Their responsibilities include:
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Implementing Post-
Rebalancing Rebalancing

Suggesting Efficiently
Strategic
Educating Reallocation
Investors
Reviewing About Market
Portfolio Changes

Performance

Fig. 4.2.2: Responsibilities of MFDs

1. Reviewing Portfolio Performance
Distributors analyze the portfolio using AMC platforms and consolidated reports. They as-sess:

e NAV trends for each scheme
e Total portfolio returns vs. benchmarks
e Sectoral or asset-class concentration
e Risk-adjusted performance indicators
2. Educating Investors About Market Changes
Investors often react emotionally to market volatility. Distributors explain the rationale be-hind
portfolio adjustments, highlighting the benefits of disciplined rebalancing rather than reactive
decisions.
3. Suggesting Strategic Reallocation
Based on the review, distributors propose rebalancing actions:
e Equity to Debt Reallocation: Reduce equity exposure after a bull run to capture profits and
maintain target risk.

e Debt to Equity Reallocation: Increase equity allocation during market corrections or when
portfolio has drifted under target.

e Fund Switch Recommendations: Suggest switching from underperforming schemes to better
alternatives while considering tax implications.
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4. Implementing Rebalancing Efficiently
Distributors guide investors through executing changes:

e Using AMC portals for online fund switches
e Ensuring proper documentation for physical requests

e Monitoring that reallocation is executed correctly and reflected in updated portfolio state-
ments

5. Continuous Monitoring Post-Rebalancing

After rebalancing, distributors continue to monitor portfolio performance, ensuring that al-location
remains aligned with risk appetite and market conditions. Alerts and dashboards on AMC portals
facilitate this continuous oversight.

Practical Example

Consider a client with a portfolio of:
e 50% large-cap equity funds

e 20% mid-cap equity funds

e 30% debt funds

After a year of strong equity performance:
e large-cap: 55%

e Mid-cap: 25%

e Debt: 20%

The distributor identifies that the equity exposure has increased, elevating risk beyond the client’s
tolerance. They propose:

e Selling a portion of large-cap and mid-cap funds

e Reallocating the proceeds into debt or hybrid funds

e Updating portfolio allocation in the AMC portal and sending a consolidated report to the cli-ent

This proactive rebalancing helps preserve risk-adjusted returns and ensures alignment with the client’s
financial goals.

4.2.2 Procedures and regulatory guidelines for mutual fund
scheme switches and redemptions and Client’s guidance

Mutual fund investors sometimes have requirements for portfolio flexibility, and this is where scheme
switches and redemptions become important. When an investor switches schemes, it essentially means
that he or she is allocating investments across mutual fund schemes, including switching investments
of different AMCs, while redemption is essentially the sale of units of a mutual fund scheme for
withdrawing funds that have been invested.

o
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Fig. 4.2.3: Reference image showing MFD explaining all details to Client

Mutual Fund Distributors are very important for these transactions. They are responsible for ensuring
that their clients are aware of this process and make informed decisions. In online submissions
particularly, accurate information is crucial as it may affect processing as well as the returns of the
investor.

SEBI and other governing bodies regulate and provide guidelines on switch and redemption operations
like minimum holding periods and cut-off timings, among other issues. Fund dis-tributors not only
assist investors with compliance but also assist them with transaction effi-ciency.

Procedures for Scheme Switches

Understanding Investor Needs
Verifying Scheme Eligibility

Initiating the Switch Request
Monitoring Execution

Fig. 4.2.4: Scheme Switches Process

1. Understanding Investor Needs
Before initiating a switch, distributors assess why a client wants to move funds—whether for
portfolio rebalancing, achieving better returns, or reducing risk. This ensures the switch aligns with
investment objectives rather than being a reaction to short-term market volatili-ty.

2. Verifying Scheme Eligibility
Not all mutual fund schemes allow direct switching. Distributors verify:
e Availability of the target scheme within the AMC or via online transfer mechanisms
e Lock-in periods for specific schemes (e.g., ELSS or SIP-based investments)
e Minimum investment requirements and exit loads

3. Initiating the Switch Request
Distributors guide clients through the switch process, which can be done either physically or
digitally:

e Physical Submission: Clients submit a signed switch form with details of the source and tar-get
schemes. The distributor checks for correct scheme codes, investment amounts, and signatures
before submission.
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e Digital Submission: Using AMC portals, distributors select the source and target schemes, enter
the amount or number of units to switch, and confirm payment or debit instructions. The portal
often auto-populates KYC details, minimizing errors.

4. Monitoring Execution
Once the switch is submitted, distributors track:

e Confirmation of transaction from the AMC
e NAV applied on the day of switch (as per SEBI cut-off rules)
e Updated units in the target scheme

Procedures for Redemptions

Redemption is the process of liquidating units to realize cash. The procedure is similar to switches but
requires careful attention to timing, taxation, and exit loads.

Assessing Investor Requirement
Checking Regulatory Guidelines

Executing Redemption Requests
Post-Redemption Verification

Fig. 4.2.5: Redemption Process

5. Assessing Investor Requirement
Distributors first confirm the reason for redemption: liquidity needs, portfolio rebalancing, or goal
achievement. This helps ensure that redemption decisions are strategic rather than re-active.
6. Checking Regulatory Guidelines
SEBI guidelines require distributors to:
e Adhere to cut-off timings for NAV calculation (usually 3:00 PM for physical requests and 3:00
PM for digital requests)
e Apply exit load charges if redemption occurs before the specified period
e Ensure compliance with minimum redemption amounts and scheme-specific rules
7. Executing Redemption Requests

e Physical Method: Investors submit signed redemption forms, specifying scheme, units, and
amount. Distributors verify completeness, supporting documents, and signature correctness.

e Digital Method: AMC online portals or distributor platforms allow investors to redeem units
directly, with pre-filled KYC and banking details. Distributors guide clients in selecting re-
demption amounts and confirm transaction details.

8. Post-Redemption Verification
Distributors track the redemption to ensure:

e Funds are credited to the investor’s bank account
e Correct NAV and exit load are applied
e Updated units and portfolio value reflect the redemption
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Role of the Distributor in Online Execution

Online platforms have simplified switches and redemptions, but distributors are critical for ensuring
error-free execution:

Verification: Checking that scheme codes, NAV applicability, and investment amounts are accurate.
Education: Explaining to clients how cut-off timings, exit loads, and taxation impact net pro-ceeds.
Tracking: Monitoring transaction status until confirmation is received from the AMC.

Support: Assisting clients in correcting any discrepancies, such as mismatched bank details or
unprocessed requests.

Practical Example: A client wants to switch X2,00,000 from a mid-cap fund to a balanced fund for risk
management. The distributor:

Verifies eligibility of both funds for switching

Checks for exit load on mid-cap fund

Initiates the online switch request via the AMC portal
Confirms NAV applied and units received in the balanced fund
Updates client portfolio and sends confirmation report

This step-by-step support ensures the client experiences a smooth, transparent transaction

4.2.3 Tax implications and exit load charges, Short-term
and long-term calculations

Redemptions are a critical consideration for investors who invest in mutual funds. With re-demptions,
investors get liquidity. But financial aspects are also attached to redemptions. Two critical elements
that determine the net amount of a redemption are tax dues and exit load prices. Knowledge of these
aspects is vital for investors, and for this reason, Mutual Fund Distributors are playing a vital role in
helping investors calculate these factors.

Taxation and exit loads will also differ based on the type of mutual fund scheme, duration of investment,
and as decided by the Asset Management Company (AMC). It is the duty of the distributor to make
clients aware of short-term and long-term gains along with any charges involved for early withdrawal
of funds, as it directly affects the returns on investment.

Tax Implications of Mutual Fund Redemptions

Mutual funds are subject to capital gains tax, which depends on the type of fund (equity, debt, or
hybrid) and the holding period of the units.
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Fig. 4.2.6: Reference image showing all main types of Mutual Funds

1. Equity Funds
Equity funds invest at least 65% of assets in stocks. Taxation rules:
e Short-Term Capital Gains (STCG): Applicable if units are held for less than 12 months. STCG is
taxed at 15% on gains.

e Long-Term Capital Gains (LTCG): Applicable for units held for more than 12 months. Gains
above X1 lakh in a financial year are taxed at 10% without indexation.

Practical Example:
An investor redeems equity units worth 22,50,000, purchased for X2,00,000 six months ago:

e STCG =%50,000
e Tax =15% of 50,000 = X7,500
2. Debt Funds
Debt funds primarily invest in bonds, debentures, and other fixed-income instruments. Tax-ation
rules:
e Short-Term Capital Gains: Units held for less than 36 months, taxed as per the investor’s in-
come tax slab.
e Long-Term Capital Gains: Units held for more than 36 months, taxed at 20% with indexa-tion.

Practical Example:
A debt fund unit bought for X1,00,000 three years ago has grown to %1,30,000.
¢ Indexed cost of acquisition adjusts for inflation.
e LTCG =%1,30,000 - Indexed Cost = taxable gain
e Tax calculated at 20% on LTCG
3. Hybrid Funds
Hybrid funds have a mix of equity and debt; taxation depends on equity allocation:
e >65% equity: Taxed like equity funds
® <65% equity: Taxed like debt funds

o
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Exit Load Charges

Exit loads are fees charged by AMCs when units are redeemed before a specific period, typi-
cally designed to discourage short-term investing. These charges are usually a percentage of the
redemption amount.

Key Points for Investors:

e Typically ranges from 0.25% to 1%, depending on the fund and holding period.

e Some schemes offer a tiered exit load, reducing over time. For example, 1% if redeemed within
12 months, 0.5% between 12—24 months, and nil afterward.

Practical Example:
A client redeems %1,00,000 from a scheme with a 1% exit load:

e Exit load =X1,00,000 x 1% = X1,000
e Net redemption proceeds = 99,000 before tax

Distributors ensure that clients consider exit loads when timing redemptions, especially for short-
term liquidity needs.

Step-by-Step Calculation of Net Redemption Proceeds
Distributors often guide clients using this process:

1. Determine Capital Gains:
e Redemption value — Purchase value = Gain
e (Categorize as STCG or LTCG based on holding period
2. Apply Taxes:
e Calculate STCG or LTCG tax as per fund type
3. Deduct Exit Load (if any):
e Redemption value x Exit load percentage
4. Calculate Net Proceeds:
e Net proceeds = Redemption value — Tax — Exit load

Example:

An investor redeems equity units worth 22,50,000, bought for X2,00,000, held 6 months, with a 0.5%
exit load:

e STCG =%50,000 = Tax = 15% of 50,000 = X7,500

e Exit load = %2,50,000 x 0.5% = X1,250

e Net proceeds = X2,50,000 — X7,500 — X1,250 = X2,41,250

This step-by-step guidance ensures that investors understand the financialimpact and plan redemptions
strategically.

&
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4.2.4 Investor protection guidelines and

fraud prevention practices

Investor protection essentially forms the backbone of any trustworthy mutual fund industry. While
investors entrust fund houses and distributors to handle their money in a responsible way, regulatory
authorities like SEBI have put in place guidelines to ward off interests that are not in the interest of the
investor. Ensuring compliance with these guidelines and pre-venting fraud not only protects investors
but also strengthens confidence in the financial sys-tem.

Mutual Fund Distributors are very important in the actual implementation of investor pro-tection. They
assist their clients in fighting against complex regulations by providing clarity and making sure investors
understand the right and safe investment practices. Thus, distribu-tors monitor and actively advise
clients about the securities market in order to create a se-cure environment in which they can invest
and foster long-term trust.

Investor Protection Guidelines

Investor protection guidelines are rules and practices designed to ensure transparency, ac-countability,
and fair treatment of investors. Key aspects include:

Fig. 4.2.7: Guidelines for Investor Protection

1. KYCand AML Compliance

e Know Your Customer (KYC): Verifying identity, address, and banking details of investors en-
sures only legitimate clients participate in mutual fund transactions.

e Anti-Money Laundering (AML): Monitoring transactions to detect unusual or suspicious ac-
tivity, preventing misuse of mutual funds for illicit purposes.

e Distributor Role: Distributors ensure all client KYC documents are complete, updated, and
correctly verified to comply with SEBI regulations.

2. Transparency in Disclosures

e Mutual funds must clearly disclose scheme objectives, investment strategy, past perfor-mance,
charges, and exit loads.

e Distributor Role: Explaining these disclosures in simple terms so investors understand the
nature of their investment and the associated risks.

3. Grievance Redressal Mechanisms
e Investors have access to complaint channels like AMC helplines and SEBI’s SCORES platform.

e Distributor Role: Assisting clients in lodging complaints, tracking resolution, and escalating
issues if necessary.

4. Ethical Advisory Practices
e Distributors must avoid mis-selling, guarantee-free advice, or high-pressure sales.
e Recommendations must align with the client’s financial goals and risk appetite.
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These measures collectively protect investors’ interests, promote fair practices, and ensure that mutual
fund investments are made with full knowledge and consent.

Fraud Prevention Practices

Fraud prevention practices focus on protecting investors from financial misrepresentation, unauthorized
transactions, or identity misuse. Distributors play a critical role in actively pre-venting fraud:

Secure Client Verification
Safe Digital Practices

Monitoring Suspicious Activity
Client Education on Fraud

Fig. 4.2.8: Ways to prevent Fraud practices

1. Secure Client Verification
e \Verifying signatures, PAN, Aadhaar, and bank account details before processing transactions.
e Ensures that only authorized individuals can execute fund-related operations.
2. Safe Digital Practices
e Advising clients to use official AMC portals or distributor platforms for online transactions.
e Avoid sharing sensitive information like OTPs, PINs, or login credentials via unverified chan-nels.
3. Monitoring Suspicious Activity
e Tracking unusual redemption patterns, multiple unauthorized SIPs, or sudden fund switches.
e Reporting any irregular activity to the AMC'’s fraud monitoring team immediately.
4. Client Education on Fraud
e Informing clients about phishing emails, fake investment schemes, and fraudulent calls.
e Demonstrating how to verify official communication from AMCs or regulators.

Practical Example:

If a client receives a fraudulent SMS claiming a high-return scheme and asking for login de-tails, the
distributor advises ignoring it, verifies the client account for security, and reports the attempt to the
AMLC. This proactive guidance prevents financial loss.

4.2.5 Maintaining and updating client records related to
transactions, rebalancing, and redemptions

Keeping accurate and updated client records is an important function of a Mutual Fund Dis-tributor. The
client records are a reflection of all transactions, portfolio changes, and com-munications made with
clients, forming an important part of compliance, reporting, portfo-lio management, and protection of
clients. Inaccurate client records can result in discrepan-cies, poor management, or even punishment
from regulatory bodies, while accurate client records facilitate streamlined client servicing, advisory
services, and establishment of trust.
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The mutual fund industry has been transformed with digitalization, making record-keeping more
streamlined, but the distributor gets involved in mutual fund record-keeping in verify-ing and updating
the details, rebalancing the portfolios, and documenting the entire trans-action, such as purchase,
swap, redemption, and rebalancing of the portfolios of the mutual funds.

Fig. 4.2.9: Reference image showing client records

Key Practices for Maintaining Client Records

Fig. 4.2.10: Main Practices for maintaining client records
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1. Recording Transactions
Every investment made by a client—be it a lump sum purchase, SIP instalment, or switch between
funds—must be accurately documented.
e Distributor Role: Entering transaction details in digital systems or spreadsheets, including:
o Scheme name and code
o Number of units purchased or redeemed
o NAV at the time of the transaction
o Date of transaction

e Accurate transaction records ensure that clients can track performance, calculate returns, and
reconcile statements with AMC records.

2. Updating Rebalancing Records
Portfolio rebalancing involves adjusting asset allocations according to risk profiles or market
conditions. Distributors must maintain detailed records of these adjustments.
e What to record:
o Date of rebalancing
o Schemes sold and bought
Units/amounts reallocated

(o]

o Rationale for rebalancing

e Keeping these records helps in demonstrating disciplined portfolio management and aids in
future advisory decisions.

3. Documenting Redemptions
Redemption records must reflect all withdrawals, NAV applied, exit loads, and tax implica-tions.

e Distributor Role: Ensuring that:
o Redemption requests are accurately recorded
o Funds credited are reconciled with bank statements
o Exit load and capital gains calculations are documented
e Proper redemption records protect both the client and the distributor in case of disputes.
4. Maintaining KYC and Nominee Records
KYC documents, PAN, Aadhaar, bank details, and nominee information must be updated reg-ularly.

o Ensures compliance with SEBI and AML regulations.
o Facilitates smooth execution of transactions and payouts.
o Reduces the risk of fraudulent or unauthorized activity.

Practical Implementation Using Digital Tools

Distributors now use AMC platforms, CRM software, and digital dashboards to maintain cli-ent records
efficiently. A typical structured record might include:

Scheme Transaction . Units/ Notes /
Type Amount Remarks
Rajesh Equity Fund | Purchase 01-Jan- 210,000 2120 SIP

Kumar A (SIP) 2026 instalment
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Transaction Units/ Notes /
ST Type Date Amount Remarks
Exit load
Priya Debt Fund | Redemp- 15-Feb- o
Sharma B tion 2026 350,000 <105 O'Sé
applied
i Rebalanced
Anil Mehta | HYPrid Switch 28-Mar- 30,000 2112 from Equity
Fund C 2026
Fund A
Sanya Equity Fund | Purchase 05-Apr- Initial
Gupta D (Lump Sum) 2026 <1,00,000 <130 investment

Table 4.2.1: Table showing all detailings which is included in reports

Distributor Responsibilities Using Digital Platforms:

e Updating transactions immediately after execution

e Reconciling digital records with AMC confirmations

e Maintaining version history of rebalancing and redemption requests
e Generating periodic statements for clients and regulatory compliance

Best Practices for Client Record Management

Regular Updates: Records should be updated daily or at least weekly to avoid discrepancies.

Data Accuracy: Cross-check units, NAVs, and amounts against AMC confirmations.

Secure Storage: Protect sensitive client data through encrypted digital systems and secure physical

storage.

Periodic Reconciliation: Compare internal records with AMC statements to ensure con-sistency.

Audit Preparedness: Maintain organized records to respond to compliance audits or client queries.

Practical Example: A distributor notices a client’s SIP instalment was not recorded due to a system
delay. Immediate update, reconciliation with AMC records, and confirmation sent to the client ensures
accuracy and builds trust.
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Portfolio monitoring helps investors track performance and ensure investments remain aligned
with financial goals.

Regular monitoring identifies underperforming schemes and emerging risks in mutual fund
portfolios.

AMC platforms and consolidated account statements are used to track client investments and
transactions.

CAGR measures annualised returns, while rolling returns evaluate performance across different
market cycles.

The Sharpe ratio assesses risk-adjusted returns by comparing returns against volatility.

Digital tools help analyse asset allocation, investment growth, and overall portfolio risk exposure.
Portfolio rebalancing restores the desired asset mix when market movements change risk levels.
Rebalancing ensures consistency with the investor’s risk appetite and long-term objectives.
Scheme switches and redemptions are governed by SEBI regulations to protect investor interests.
Tax implications and exit loads directly affect redemption proceeds and net investor returns.

Investor protection guidelines help prevent fraud through transparency, disclosures, and grievance
mechanisms.

Maintaining accurate client records ensures compliance, audit readiness, and effective portfolio
management.
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— Exercise

Multiple-choice Question:

1. What is the main purpose of portfolio monitoring?
a. Increase fund expenses b. Track alignment with goals and risk

c. Avoid taxation d. Maximise short-term profits

2. Which metric measures risk-adjusted performance of a mutual fund?
a. CAGR b. NAV

c. Sharpe ratio d. Expense ratio

3. Why is portfolio rebalancing done?
a. To exit all investments b. To increase commissions

c. To maintain desired asset allocation d. To avoid KYC

4. Which charge may apply when redeeming mutual fund units before a specified period?
a. Management fee b. Exit load

c. Entry load d. Custodian fee

5. Which guideline focuses on protecting investors from mis-selling and fraud?
a. Tax Act b. SEBI investor protection norms

c. Banking Regulation Act d. Companies Act

Descriptive Questions

1. Explain the importance of portfolio monitoring in mutual fund investments.
Describe key performance metrics used to evaluate mutual fund schemes.
Explain the concept and significance of portfolio rebalancing.

Discuss the regulatory process and tax impact of mutual fund redemptions.

vk W

Describe the role of investor protection measures and client record maintenance.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://www.youtube.com/watch?v=2-gmLYW4Ppo https://www.youtube.com/watch?v=thOejbtcBjo
Type of Mutual Fund Important mutual fund metrics when picking mutual
funds

https://www.youtube.com/watch?v=1d9G7Tvh9sQ https://www.youtube.com/watch?v=wm1tCq-gyxM

How To Rebalance Your Portfolio The Right Way To Mutual Fund Taxation in India
Get Higher Returns?



https://www.youtube.com/watch?v=2-qmLYW4Ppo 
https://www.youtube.com/watch?v=thOejbtcBjo 
https://www.youtube.com/watch?v=1d9G7Tvh9sQ 
https://www.youtube.com/watch?v=wm1tCq-gyxM 
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— Key Learning Outcomes

By the end of this module, the participants will be able to:
1.

Interpret SEBI, AMFI, and other relevant regulatory guidelines to ensure compliance in mutual
fund distribution activities.

Documentinvestor risk profiles, product suitability assessments, and regulatory communications
accurately for audit and reporting purposes.

Report mutual fund transactions and investor details in a timely and compliant manner to fund
houses and regulatory bodies.

Resolve investor grievances related to compliance issues by applying prescribed redressal pro-
cedures and legal norms.
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UNIT 5.1: SEBI and AMFI, AML and KYC, Nominee
Registration, FATCA Declarations, and Investor Profiling,
Transaction Data

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. Explain SEBI and AMFI regulatory frameworks governing mutual fund distribution and advisory.
2. Demonstrate how to maintain documentation of investor risk profiles and product suitability.

3. Describe anti-money laundering (AML) and Know Your Customer (KYC) norms in mutual fund
operations.

4. Show how to fill in and submit periodic mutual fund transaction reports to fund houses and regu-
lators.

Discuss the legal significance of nominee registration, FATCA declarations, and investor profiling.
Validate mutual fund transaction data for regulatory compliance.

5.1.1 SEBI and AMFI regulatory frameworks governing
mutual fund distribution and advisory

The mutual fund industry in India is markedly guided by regulation to protect investors, ensure
transparency, and maintain ethical conduct. In fact, there are two major regulatory bodies, which
mainly run or guide the operations of mutual funds: the Securities and Exchange Board of India (SEBI)
and the Association of Mutual Funds in India (AMFI). Their frameworks have to be understood properly
by Mutual Fund Distributors; after all, compliance means legal safety and professional credibility.

SEBI is the statutory body in charge of regulating the securities market in India, which covers mutual
funds. It issues rules on fund registrations, disclosure requirements, and other regulations regarding
investment restrictions and risk management. The conduct of distributors is also under its purview.
AMFI is, however, a self-regulatory organisation of the mutual fund distributors' fraternity. It sets
professional standards for them and aims to promote best practices among mutual fund distributors
apart from maintaining codes of conduct for ethical advisory services.

For distributors, knowledge of the SEBI and AMFI frameworks is not purely regulatory in nature; it
instils investors' confidence. Thus, through these frameworks, the distributor will ensure clarity in
his presentation to help safeguard investor interests with compliant advice that is directed toward
attaining client objectives.
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Fig. 5.1.1: SEBI which regulates security market in India

SEBI Regulatory Framework

SEBI’s role in mutual fund distribution encompasses:

Registration and
Licensing

Conduct of Disclosure
Distributors Requirements

Investment
Restrictions and
Risk
Management

Fig. 5.1.2: SEBI Regulatory Framework

1. Registration and Licensing
e All mutual fund schemes must be registered with SEBI.

e Distributors must obtain a valid AMFI Registration Number (ARN) and comply with SEBI’s code
of conduct.

2. Disclosure Requirements

e SEBI mandates full disclosure of scheme objectives, risk factors, performance history, fees, and
charges.

e Distributors must ensure clients understand all scheme details before investing.
3. Investment Restrictions and Risk Management
e SEBI sets guidelines on portfolio diversification, exposure limits, and prohibited investments.

e Distributors guide investors within these limits to ensure portfolio compliance and risk
mitigation.
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4, Conduct of Distributors

e Distributors must follow SEBI’s regulations on ethical selling, no misrepresentation of products,
and fair treatment of clients.

e Regular training and adherence to continuing education norms are required.

Practical Example:

Before recommending a mid-cap fund to a conservative investor, the distributor ensures the
recommendation complies with SEBI’s risk categorization and that the investor is informed about
potential volatility and exit load.

AMFI Regulatory Framework

While SEBI provides statutory oversight, AMFI focuses on professional standards and self-regulation
within the mutual fund industry:

Ethical Code of
Conduct

Complaint Distributor
Handling and Registration and
Professional Continuing

Oversight Education

Investor
Awareness and
Protection
Initiatives

Fig. 5.1.3: AMFI Regulatory Framework

1. Ethical Code of Conduct
e Distributors must maintain integrity, transparency, and fairness in advisory and sales.

e AMFI provides a code to prevent mis-selling, over-promising returns, and inappropriate risk
recommendations.

2. Distributor Registration and Continuing Education

e Distributors must pass the NISM Mutual Fund Distributors Certification and maintain an ARN
issued by AMFI.

e AMFlalso conducts workshops and refresher courses to keep distributors updated on regulatory
changes.

3. Investor Awareness and Protection Initiatives
e AMFI runs campaigns to educate investors on financial planning, scheme selection, and risks.

e Distributors often collaborate with AMFI materials to ensure clients are aware of safe investment
practices.
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4. Complaint Handling and Professional Oversight

e AMFI provides a platform for addressing client complaints against distributors, complementing
SEBI’s legal framework.

e Distributors use these mechanisms to maintain transparency and accountability.

Role of the Distributor in Regulatory Compliance

Mutual Fund Distributors bridge the gap between regulatory frameworks and investor interactions:

e Educating Clients: Explaining SEBI and AMFI rules in simple terms, ensuring investors understand
scheme details, risk factors, and charges.

e Maintaining Compliance: Ensuring all investments, switches, and redemptions are within regulatory
limits.

e Ethical Advisory: Avoiding mis-selling and recommending products aligned with the client’s risk
profile and financial goals.

e Documentation: Keeping accurate records of all advisory interactions, risk profiling, and transactions
to demonstrate compliance.

_5.1.2 Maintaining documentation of investor risk profiles
and product suitability

Mutual fund distribution can’t be complete without the process of investor profiling. Every investor
has his own investment objectives, risk tolerance level, investment tenure, and liquidity needs. The
documentation of these points will help in ensuring that investors are distributed suitable investment
products based on their needs and also will prevent any kind of disputes.

Fig. 5.1.4: MFD maintaining documents

Keeping appropriate documentation of risk profiles, as well as product suitability, isa normin compliance
with SEBI guidelines and AMFI regulations, while at the same time an important professional criterion
in financial advisory services. Mutual Fund Distributors are middlemen in a manner that interpret a
person’s financial condition into appropriate investment recommendations.
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Maintaining Investor Risk Profiles

1. Collecting Investor Information
The first step in building a risk profile is gathering comprehensive information from the investor:
e Financial Goals: Short-term, medium-term, and long-term objectives such as retirement,
education, home purchase, or wealth accumulation.
¢ Income and Expenses: Helps assess the investor’s capacity to take risk and invest consistently.

e Investment Horizon: Determines whether short-term aggressive investments or long-term
growth-focused investments are appropriate.

e Existing Assets and Liabilities: Evaluates overall financial stability and diversification needs.

Practical Example:

A client may have a 5-year goal for a child’s education. Their risk appetite is moderate, and they
have existing investments in debt funds. This information indicates that a mix of balanced funds
and conservative equity funds may be suitable.

2. Risk Assessment Tools

Distributors use structured questionnaires and scoring systems to quantify risk tolerance.

e Categories include Conservative, Moderate, and Aggressive.
e Questions cover willingness to accept volatility, reaction to market losses, and liquidity needs.
e The distributor analyzes the responses to assign a risk profile and documents it clearly.
3. Documenting Risk Profiles
The finalized risk profile is recorded in a client file or CRM system, including:

e Questionnaire responses

e Risk score and category

e Date of assessment

e Signature of the client confirming the accuracy

This documentation is crucial for compliance audits and serves as a reference for future investment
advice.

Documenting Product Suitability

Once the investor’s risk profile is determined, distributors evaluate which mutual fund products are
suitable:
1. Matching Products to Risk Profile
e Conservative investors: Debt funds, liquid funds, or hybrid funds with low equity exposure.
e Moderate investors: Balanced or hybrid funds with moderate equity exposure.
e Aggressive investors: Equity-oriented or sectoral funds with high growth potential.
2. Assessing Suitability Factors
Distributors consider:

e Fund objectives relative to client goals
e Historical performance and volatility

e Expense ratios and exit loads

e Liquidity and redemption timelines
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3. Documenting Suitability Decisions
e Record the reasoning behind each recommendation
e Include references to risk profile and investment horizon
e Obtain client acknowledgment through signatures or digital consent

Practical Example:

For the earlier education goal client, the distributor recommends a hybrid fund with 60% equity and
40% debt, explaining the rationale and documenting it in the client’s profile. The client signs off,
acknowledging that they understand the risks and expected returns.

Practical Tools for Maintaining Documentation
Distributors often use a combination of digital and physical tools to maintain investor records:

e CRM Platforms: Store risk questionnaires, investment objectives, and suitability reports.
e AMC Portals: Track transactions linked to specific recommendations.
e Secure Physical Files: Backup for signed consent forms, KYC, and risk documents.

Best Practices:

e Regularly update risk profiles if the client’s financial situation changes
e Review product suitability annually or during market changes
e Maintain a clear audit trail of advice, decisions, and client acknowledgment

5.1.3 Anti-money laundering (AML) and Know Your

Customer (KYC) norms in mutual fund operations

The mutual fund industry in India functions within a rigid regulatory mechanism that aims at protecting
investors, making the system clear, and preventing any sort of financial fraud and crime. Anti-Money
Laundering and Know Your Customer regulations define the purpose of the whole mechanism. These
standards are established with the aim of proving the legitimacy of the investors and preventing any
sort of misuse of mutual funds for money laundering, terror financing, and tax evasion, among others.

For Mutual Fund Distributors, AML & KYC is not only a compliance requirement; it is also an important
part of being a professional. By knowing the identities of the investors, distributors can keep a record
right from the very start in order to oversee the unusual transactions in the financial system.
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Purpose of
KYC

Key KYC
Documents

Verification
Process

Fig. 5.1.5: KYC Norms

1. Purpose of KYC
KYC is the process of verifying the identity, address, and financial status of an investor before
allowing them to invest in mutual funds. Its primary objectives are:
e To confirm the investor’s identity and prevent fraudulent activities
e To ensure transparency in investment transactions
e To help match investment products with the client’s risk profile
2. Key KYC Documents
Investors are required to submit:

e |dentity Proof: PAN card is mandatory; Aadhaar is widely used for verification
e Address Proof: Utility bills, passport, voter ID, or Aadhaar
e Bank Account Details: For linking investments, dividend payouts, and redemptions
e Signature Verification: Ensures authenticity of instructions
3. KYC Verification Process
KYC can be completed in multiple ways:

e Offline KYC: Submission of physical forms and copies of documents to the distributor or AMC
e e-KYC: Aadhaar-based online verification with OTP

e In-Person Verification (IPV): Either face-to-face or through video calls using authorized
platforms

Distributors must ensure that all documents are complete, accurate, and properly verified. Any
discrepancies can delay investments or lead to regulatory penalties.

Practical Example:

A new investor submits PAN, Aadhaar, and bank details. The distributor checks the authenticity of PAN
through online validation, verifies the bank account via a canceled cheque, and performs an e-KYC
using the official AMC portal. Only after all checks are completed is the account activated.
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Anti-Money Laundering (AML) Norms

AML norms are designed to detect and prevent the entry of illicit funds into the financial system.
Mutual fund distributors are required to implement robust AML procedures:

Risk-Based
Approach

Record- Monitoring
Keeping Transactions

Reporting
Requirements

Fig. 5.1.6: AML Norms

1. Monitoring Transactions

e Regularly monitor transactions for unusual patterns, such as sudden large investments or
frequent redemptions without economic rationale.

e |dentify suspicious activities, such as multiple investments from unrelated accounts or
mismatched KYC details.

2. Reporting Requirements

e Distributors are required to report Suspicious Transactions to the AMC and regulators under
AML guidelines.

e Thisincludeslarge cash deposits, multiple accounts linked to the same individual, or transactions
inconsistent with the investor’s profile.

3. Record-Keeping
e Maintain detailed records of all client transactions, KYC documents, and correspondence.

e Records must be preserved for a defined period (usually five years) to allow audits and regulatory
reviews.
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4. Risk-Based Approach

e Investors are categorized based on risk—low, medium, or high—depending on occupation,
geography, transaction volume, and source of funds.

e High-risk clients may require enhanced due diligence, such as additional document verification
or closer monitoring of transactions.

Practical Example:

A distributor notices a client depositing unusually high amounts shortly after account opening. The
distributor escalates this for further AML review and temporarily holds processing until verification of
the source of funds. This ensures compliance and protects the AMC from potential regulatory action.

Distributor Responsibilities in KYC and AML

Mutual Fund Distributors play a pivotal role in implementing KYC and AML norms:

e Verification: Ensuring that all investor documentation is correct and authentic before accepting
funds

e Education: Informing clients about the purpose of KYC, AML, and their obligations

e Monitoring: Keeping track of transactions to detect suspicious activities

e Reporting: Escalating discrepancies, suspicious transactions, or regulatory issues promptly

e Record Maintenance: Properly storing KYC forms, AML reports, and transaction histories for audits
and regulatory review

By performing these responsibilities diligently, distributors maintain investor confidence and ensure
compliance with SEBI and AMFI regulations.

5.1.4 Process to fill in and submit periodic mutual fund
transaction reports to fund houses and regulators

Mutual fund transaction reporting on a periodic basis is an essential task for Mutual Fund Distributors.
The reports have several uses; they are essential for ensuring compliance, help fund houses reconcile
their transactions, monitor investor activities, and ensure transparency while carrying out their
operations. Such reports also prevent regulatory punishment for Mutual Fund Distributors and help
them identify inconsistencies or deceptive work, including updating investor accounts.
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Fig. 5.1.7: Reference image showing submission of mutual fund transaction reports

It entails recording all clients' transactions such as purchase, redemption, switch, SIP payment, and
dividend distribution on a periodic basis and filing them with the Asset Management Companies
(AMCs) and, if necessary, the regulator(s). The distributor needs to be aware of not only how to enter
the data but also when and how it should be sent.

Step-by-Step Process for Preparing and Submitting Transaction Reports

Collect Verify and Fill in
Transaction Reconcile Transaction
Data Transactions Report

Maintain Copies
for Record-
Keeping

Submit Reports Submit Reports
to Fund Houses to Regulators

Fig. 5.1.8: Process for preparing and submitting transaction reports

1. Collect Transaction Data

The first step is compiling all mutual fund transactions for the reporting period. This includes:

e Lump-sum investments: Capture date, scheme, units, NAV, and amount invested.

e Systematic Investment Plans (SIP): Include instalment dates, units purchased, NAV, and
amounts.
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e Redemptions and switches: Record redemption date, units redeemed, NAV, and exit load if
applicable.

e Dividends or payouts: Track dividend declarations, reinvestments, and distributions.

Distributors typically use AMC portals or internal CRM systems to generate a preliminary transaction
list. Accuracy at this stage is crucial, as errors can lead to regulatory issues or incorrect investor
statements.

Verify and Reconcile Transactions

Before filling the report, distributors must cross-check all transactions with:

e AMC confirmations
e Bank statements for fund movements
¢ Investor acknowledgments and submitted forms

Practical Example:

If a client’s SIP instalment shows as unpaid in the AMC system, the distributor reconciles the bank
debit and updates the transaction to ensure the report reflects the true activity.

Fill in Transaction Report

Transaction reports are usually submitted in a standardized format specified by the AMC or
regulator, which includes fields like:

e (Client Name and ARN

e Scheme Name and Code

e Transaction Type (Purchase, SIP, Redemption, Switch)

e Date of Transaction

e Units or Amount

e NAV at Transaction

e Exit Load (if applicable)

e Remarks or Notes (optional)

Distributor Best Practices:

e Use digital forms or templates provided by the AMC

e Double-check unit counts, NAV, and transaction dates

e Ensure consistency between physical forms (if used) and digital submissions

Submit Reports to Fund Houses

Once the report is complete:

e Digital Submission: Most AMCs provide online portals where distributors can upload transaction
reports.

e Offline Submission: In case of offline reporting, physical forms may be submitted to AMC
offices.

e Timelines: Reports are typically submitted daily, weekly, or monthly, depending on AMC
requirements.
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Practical Example:

e A distributor compiles the monthly SIP instalments and redemption requests for 50 clients.
Using the AMC portal, the distributor uploads a single batch file, which updates the fund house’s
records and generates confirmations for each client.

Submit Reports to Regulators (if applicable)
While most reporting is to AMCs, certain regulators may require periodic transaction reporting:

e SEBI may request reports for audits or compliance checks
e AMLorsuspicious transaction reports must be submitted immediately if anomalies are detected

Distributors ensure all regulatory submissions follow the correct formats and deadlines, protecting
both themselves and the clients from penalties.

Maintain Copies for Record-Keeping

After submission, distributors keep digital or physical copies of reports:
e Acts as proof of submission and compliance

e Facilitates reconciliation in case of discrepancies

e Helps during audits, internal reviews, or client queries

Practical Tip:

Distributors often maintain a master spreadsheet that consolidates all client transactions, which
can be cross-referenced with AMC confirmations and regulatory submissions.

Role of the Distributor

Mutual Fund Distributors play a critical role in transaction reporting:

Accuracy and Verification: Ensuring that client transactions are recorded correctly
Timely Submission: Meeting AMC and regulatory deadlines

Client Communication: Sending confirmations to investors to maintain transparency
Compliance: Following SEBI and AMFI reporting guidelines

Record Maintenance: Keeping a structured backup for audits or client queries

By fulfilling these responsibilities diligently, distributors help maintain the integrity of the mutual fund
system while safeguarding investor interests.

5.1.5 Legal significance of nominee registration, FATCA
declarations, and investor profiling

When it comes to mutual fund investments, there is more to it than just investing money; it also
entails investment objectives, trust, and rights on the part of the investor. Some legal and regulatory
processes that are important and relevant in this field include nominee registration, FATCA disclosure,
and investor profiling.
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Fig. 5.1.9: Reference image for Nominee Registration, FATCA declarations, and investor profiling

Mutual Fund Distributors have an important function of explaining investors about these requirements
and the reason for these requirements, thereby incorporating them into the investment process. It
is very essential for each of these components to know the legal implications in order to protect the
interests of investors, avert any punishment, and establish credibility.

1. Nominee Registration
Legal Significance:

Nominee registration ensures that in the event of an investor’s death, the designated nominee
receives the investment proceeds without legal complications. SEBI mandates that mutual fund
investors can nominate one or more individuals at the time of account opening. This registration:
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* Protects the investor’s heirs and avoids legal disputes over asset claims
e Provides clear instructions to AMCs for payout
e Reduces delays in claim settlements

Distributor’s Role:

e Explain the importance of registering a nominee to every investor

e Assist in filling nomination forms accurately, including nominee name, relationship, and share
percentage

e Update nominee details if investors change their nomination

Practical Example:

If an investor passes away, the AMC can release funds directly to the registered nominee without
the need for probate or lengthy legal processes, provided all documentation is in order.

2. FATCA Declarations

Legal Significance:

The Foreign Account Tax Compliance Act (FATCA) requires all mutual fund investors to disclose
their tax residency and citizenship status, particularly with respect to the United States. FATCA
compliance:

e Helps prevent tax evasion and ensures reporting of foreign accounts to the Indian tax authorities
and the IRS (for US residents)

e Is mandatory for all investors at the time of account opening or any new investment
e Non-compliance can lead to account rejection, withholding of dividends, or penalties
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Fig. 5.1.11: FATCA declaration form
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Distributor’s Role:

e Collect FATCA declaration forms and explain why disclosure is necessary
e Verify investor information accurately
e Update any changes in tax residency status promptly

Practical Example:

An investor moving abroad needs to update FATCA declarations. The distributor assists in submitting
the revised forms to the AMC, ensuring regulatory compliance and uninterrupted account
operations.

3. Investor Profiling
Legal Significance:

Investor profiling is the process of categorizing investors based on risk tolerance, financial goals,
and investment horizon. It is legally significant because:

Investor Profile with Investment History and
Interested Markets
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Fig. 5.1.12: Reference image of Investor’s profile

e SEBI requires distributors to recommend products suitable to the investor’s profile

e Protects distributors from liability in case of losses due to market fluctuations, provided advice
was aligned with documented profiles

e Enhances transparency and ensures ethical advisory practices

Distributor’s Role:

e Conduct detailed risk assessment questionnaires and discussions
e Document risk profiles, investment objectives, and suitability recommendations
e Maintain updated profiles for periodic portfolio reviews or regulatory audits
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Practical Example:

A high-risk equity recommendation is only made to a client with an aggressive risk profile. The
distributor documents the rationale, provides disclosures, and obtains client acknowledgment,
thereby ensuring compliance and legal protection.

Integration of Nominee, FATCA, and Investor Profiling

e Distributors often combine these processes during account opening and ongoing servicing:
e Collect KYC documents, FATCA declarations, and nominee details simultaneously

e Assess investor profile and risk appetite for product suitability

e Maintain structured records for legal compliance and audit purposes

This integration ensures smooth operations, reduces regulatory risks, and protects investor interests in
every scenario, from regular investments to claims after unforeseen events.

5.1.6 Validating mutual fund transaction data for
regulatory compliance

Mutual Fund Transaction Data validation is an important task that Mutual Fund Distributors must
perform. Accuracy in Mutual Fund Transaction Data helps in properly updated accounts of investors,
reconciliation statements of fund houses, and that everything is in line with SEBI, AMFI, and AML/
KYC norms. Flawed or unvalidated Mutual Fund Transaction Data may result in penalties, disputes, or
damage to reputation.

Fig. 5.1.13: Reference image showing transaction being verified

Transaction validation: Unlike other mere paperwork, transaction validation is a professional obligation
that not only protects the interests of the investor but also safeguards the interests of the mutual fund
industry. To that extent, the distributor performs its pivotal role by doing its homework of diligent
validations.
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Step-by-Step Process for Transaction Validation

Collecting
Transaction
Records

Identify and
Resolve
Discrepancies

Cross-Verification
of Details

Ensure Compliance
with Regulatory
Requirements

Record-Keeping of
Validated Data

Fig. 5.1.14: Process of Transaction Validation

1. Collecting Transaction Records
The first step in validation is compiling all transaction data from various sources:
e AMC Confirmations: Download statements from AMC portals, capturing purchases,
redemptions, switches, SIPs, and dividends

e |nvestor Instructions: Verify that transaction requests submitted by clients match the executed
transactions

e Bank Records: Confirm that funds have been correctly debited or credited for the transaction

Practical Example:

If a client submits a redemption request for 250,000, the distributor ensures that this amount is
reflected in both the AMC system and the client’s bank account after accounting for NAV and exit
load.

2. Cross-Verification of Details
Distributors must carefully compare multiple data points to ensure accuracy:

e Scheme Details: Verify that the correct scheme name, code, and category are reflected

e Transaction Amounts: Ensure amounts match investor instructions and NAV at the transaction
date

e Units Allocated or Redeemed: Confirm that the number of units credited/debited is correct
e Dates of Transactions: Validate against AMC records and client instructions
e Charges and Fees: Check if exit loads, processing fees, or taxes are correctly applied

Practical Tip:

Using a digital reconciliation tool can significantly reduce errors and allow quick identification of
discrepancies before reporting.

3. Identify and Resolve Discrepancies

Even with careful processing, discrepancies may occur due to system errors, delayed fund transfers,
or incorrect client details.

e Compare Multiple Sources: Use AMC statements, bank confirmations, and internal logs
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e |nvestigate Issues: Identify the root cause of any mismatch, such as incorrect NAV entry or
delayed SIP debit

e Communicate with AMC and Client: Resolve the discrepancy promptly to maintain accuracy
and investor confidence

Practical Example:

Aclient’s SIP instalment shows as pending on the AMC portal despite the bank debit being successful.

The distributor contacts the AMC, provides proof of payment, and ensures the transaction is

updated correctly.

Ensure Compliance with Regulatory Requirements

Validation also ensures adherence to SEBI and AMFI regulations:

e Transaction Limits: Confirm that investments respect regulatory minimums and maximums for
schemes

e KYC and FATCA Verification: Ensure that only verified clients can transact

e AML Checks: Flag unusual or suspicious transactions during validation

By validating transactions, distributors act as the first line of compliance, preventing potential
regulatory breaches.

Record-Keeping of Validated Data

After validation, all confirmed transaction records should be securely stored for audits and client
queries:

e Maintain digital records in CRM or AMC platforms

e Keep physical backups for signed forms if required

e Record discrepancy resolution notes for transparency

Practical Example:

During an audit, the distributor provides validated monthly transaction reports along with
discrepancy resolution logs, demonstrating full compliance and due diligence.
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UNIT 5.2: Investor Grievance, AML and KYC Norms in Mutual
Fund Operations, Transaction Reports, Development for New
Norms

Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Explain the investor grievance redressal mechanisms and procedures for dispute resolution.

2. Demonstrate the process to record investor communication, risk disclosures, and compliance
documentation.

3. Describe AML and KYC norms in mutual fund operations and explain the procedure for filling and
submitting periodic mutual fund transaction reports to fund houses and regulators.

Identify the need for continuous professional development in staying updated with new norms.
5. Simulate response to an investor grievance regarding a compliance-related issue.

5.2.1 Investor grievance redressal mechanisms and

procedures for dispute resolution

Mutual fund distribution has always considered trust among investors to be of utmost significance.
Even with best practices in place, issues or complaints might crop up, which might be because of
discrepancies in transactions, delay in services, miscommunication, or service issues in advisory
matters. Mutual Fund Distributors have an important role to play in handling these complaints.

Investor grievance redressal systems are set up with the objective of handling grievance matters in an
efficient manner, strictly in compliance with the norms of the regulatory body, in this case, the SEBI
guidelines. It has been made mandatory by the SEBI that each AMC and distributor must provide an
appropriate system for reporting investor grievances, with the aim of handling them properly and taking
appropriate actions within the shortest time possible to avoid legal actions against the distributor.
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Investor Grievance Redressal Mechanisms

1. Internal AMC Redressal System
Every Asset Management Company is required to have an internal grievance redressal system:

Fig. 5.2.1: Reference image of asset management company

e Dedicated Grievance Officer: Each AMC designates a senior official to handle investor
complaints.

e Submission Channels: Complaints can be submitted via phone, email, online forms, or physical
letters.

e Resolution Timelines: SEBI guidelines require AMCs to resolve complaints within 30 days of
receipt.

Practical Example:

An investor notices a SIP instalment was not processed due to a banking delay. They submit a
complaint to the AMC portal. The AMC grievance officer verifies the bank transaction, corrects the
SIP instalment, and communicates the resolution within two weeks.

2. Registrar and Transfer Agents (RTAs)

RTAs act as intermediaries between AMCs and investors for processing transactions and managing
complaints.

Fig. 5.2.2: RTA doing client meeting
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e Role in Redressal: RTAs receive and acknowledge complaints, investigate discrepancies, and
coordinate with AMCs for resolution.

e Tracking Complaints: Investors receive a complaint reference number to monitor progress.

Practical Example:

A client reports incorrect units credited in a redemption. The RTA checks AMC records, reconciles
the discrepancy, and updates both the investor and AMC with the corrected information.

3. SEBI’s SCORES Portal
SEBI has developed the Securities and Exchange Board of India Complaint Redress System (SCORES)
for investors who are dissatisfied with AMC responses:
e Submission: Investors can file complaints online if internal AMC or RTA resolution fails.
e Monitoring: SCORES provides a unique complaint number and tracks resolution.

e Escalation: SEBI intervenes if the complaint is not resolved satisfactorily within the stipulated
time.

e
ey

SCORES
St Cormplart Bpdre Sysies

Login

Fararas b 12w

Fig. 5.2.3: SEBI’s Scores Portal in mobile

Practical Example:

If a complaint regarding delayed redemption is unresolved by the AMC, the investor escalates it
to SCORES. SEBI reviews the AMC'’s processes, intervenes, and ensures the investor receives the
payment promptly.

Distributor’s Role in Grievance Redressal

Mutual Fund Distributors are often the first point of contact for investors and play a crucial role in
grievance management:

1. Receiving Complaints: Listen attentively to the client, understand the issue, and document it
accurately.
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Acknowledgment: Provide a reference number or acknowledgement of receipt.
Verification: Cross-check transactions, documents, and investor instructions.
Escalation: Forward unresolved issues to AMC or RTA with complete documentation.

i W N

Follow-up: Regularly track the complaint status until resolution and inform the investor.

Practical Example:

A distributor receives a client complaint about missing dividend payout. The distributor verifies AMC
records, identifies a bank account mismatch, forwards it to the AMC, and updates the client once
corrected. This ensures the client feels heard and the issue is resolved efficiently.

Procedures for Dispute Resolution
Dispute resolution generally follows a structured procedure:

1. Receipt of Complaint: Distributor or AMC acknowledges the investor’s grievance.
2. Verification: Check all relevant documents, transactions, and investor details.

3. Investigation: Identify the root cause—whether it is a system error, incorrect submission, or
misunderstanding.

4. Resolution Proposal: Suggest corrective action (transaction adjustment, account correction, or
refund).

5. Implementation: Execute corrective measures promptly.

6. Communication: Notify the investor in writing or digitally about the resolution and any further
actions.

7. Documentation: Maintain complete records for regulatory compliance and audit purposes.

5.2.2 Process to record investor communication, risk
disclosures, and compliance documentation

Recording all communications, risk statements, and compliance activity is crucial in the functioning of
mutual funds. Mutual Fund Distributors are the initial contact persons between the investors and the
mutual fund houses, acting as assistants in ensuring that all statements of advice, instructions, and risk
statements are duly recorded. This not only ensures that there are security measures in place, but it
also provides a reference for future advice communications, portfolio analyses, and conflict resolution.

The above-mentioned recordings and disclosures are even more important in a regulated scenario
where distributors are audited periodically by SEBI and AMFI. The recordings will help in ensuring that
the investor instructions are fulfilled correctly and the risks are conveyed effectively to the investors.

Step 1: Recording Investor Communication

Investor communication includes every interaction with clients—calls, emails, face-to-face meetings,
and written correspondence. Proper recording ensures accountability and clarity:

e Meeting Notes and Calls: Document discussions regarding investment advice, scheme selection,
and portfolio changes. Include the date, time, and summary of the conversation.
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Fig. 5.2.4: Reference image of MFD on Call meeting

e Emails and Letters: Save copies of all written communications in both digital and physical formats.

Fig. 5.2.5: MFD Collecting emails and letters

e Digital Logs: Many distributors use CRM platforms to record investor interactions. This creates a
centralized repository that can be accessed during audits or for follow-up.

Fig. 5.2.6: MFD maintaining Digital Logs
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Practical Example:

During a client meeting, the investor expresses interest in switching from a debt fund to a balanced
fund. The distributor records the discussion, including reasons for the switch, risk considerations, and
the client’s decision. This record protects both the client and the distributor in case of future disputes.

Step 2: Documenting Risk Disclosures

Distributors are legally required to provide risk disclosures tailored to each investor’s profile. These
disclosures inform the client about the potential risks, volatility, exit loads, and tax implications of each
mutual fund investment.

e Personalized Disclosures: Based on the client’s risk appetite, the distributor documents which risks
were communicated and how the client acknowledged understanding.
e Acknowledgment Forms: The investor signs risk disclosure forms, either physically or digitally.

e Integration with Investor Profile: Risk disclosure records are linked to the client’s risk profile for
future reference.
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Fig. 5.2.7: Reference image for Acknowledgement of Receipt of Funds
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Practical Example:

A client with a conservative risk profile wants to invest in a high-volatility mid-cap equity fund.
The distributor explains market risks, liquidity constraints, and potential losses. The discussion is
documented in the CRM, and the client signs a risk acknowledgment form. This ensures compliance
and protects the distributor from liability.

Step 3: Maintaining Compliance Documentation

Compliance documentation covers all regulatory and operational requirements, including:

e KYC and AML Records: PAN, Aadhaar, bank details, FATCA declarations, and nominee forms.
e Transaction Records: Purchase, redemption, switch, and SIP documentation.

e Periodic Reports: Submission records for AMCs and regulators.

e Audit Trails: Documentation of any queries, complaints, or discrepancies resolved.

Distributors should use a structured filing system—digital or physical—to categorize and store records
systematically. This ensures easy retrieval for audits, investor inquiries, or regulatory inspections.

Practical Example:

During an audit, the regulator requests proof that a high-value SIP was processed only after verifying
the client’s KYC and risk profile. The distributor can produce the signed risk acknowledgment form, KYC
documents, and transaction confirmation, demonstrating full compliance.

Step 4: Tools and Best Practices

e CRM Systems: Centralize communication logs, disclosures, and compliance documentation.
e Secure Storage: Maintain digital backups with encryption and physical files in a secure location.

e Regular Updates: Review and update records whenever investor information, risk profile, or
transaction status changes.

e Version Control: Track changes to documents to maintain audit trails and ensure integrity.

Best Practice:

Schedule monthly reviews of all investor documentation to ensure completeness, identify missing
disclosures, and confirm that all risk acknowledgments are up to date.
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5.2.3 AML and KYC norms in mutual fund operations
— and procedure for filling and submitting periodic
mutual fund transaction reports

Anti-money Laundering (AML) and Know Your Customer (KYC) rules and regulations remain the bedrock
of ethical and compliance-oriented mutual funds management. This has been established with the
intent of securing the investor, not to mention the prevention of deceptive money transfers, and the
assurance that the financial systems are not utilized for the purposes of money laundering, taxes,
as well as the funding of unlawful activities of whatever kind. Mutual Fund Distributors remain the
champions of such rules and regulations.

Simultaneously, making reports regarding transactions in mutual funds to Asset Management
Companies (AMCs) or regulators is essential for transparency, regulatory compliance, and maintaining
accurate statements. These reports include all transactions that entail purchases, redemption,
switches, or dividend transactions, making them an important tool for audit, resolution, and protection
for investors. AML, KYC, and these transactions are essential for AMC transactions.

@ AML E KYC

Verify the
Frevent money customer’s Establish custmer's
laundering identity risk factors and

& terrorism financing prevent fraud

Fig. 5.2.8: Important detailing of AML and KYC

KYC Norms in Mutual Fund Operations

Verification

‘ Process

Required
Documents

Purpose

Fig. 5.2.9: KYC norms in Operations

1. Purpose of KYC
Know Your Customer (KYC) is the process of verifying the identity, address, and financial background
of investors. It ensures that:
e Investments are made by legitimate individuals
e Investor profiles are properly documented for suitability assessment
e Compliance with SEBI and AMFI regulations is maintained
2. Required KYC Documents
e Identity Proof: PAN card is mandatory; Aadhaar can be used for e-KYC verification.
e Address Proof: Utility bills, passport, voter ID, or Aadhaar.

— B
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e Bank Details: Linked to transactions for purchases, redemptions, and dividend payouts.
e Signature Verification: Ensures authenticity of investor instructions.

Practical Example:

A new investor provides PAN, Aadhaar, and bank details. The distributor verifies PAN through SEBI-
approved channels, checks the bank account details, and performs Aadhaar-based e-KYC using the
AMC portal. Once verified, the investor is eligible to transact in mutual funds.

3. KYC Verification Process

e Offline KYC: Submission of physical documents to the distributor or AMC, followed by in-person
verification.

Fig. 5.2.10: Client doing Offline KYC

e e-KYC: Aadhaar-based digital verification using OTP and face id verification.

Fig. 5.2.11: Client doing e-KYC

Distributors must ensure accuracy of documents, proper verification, and timely updates in the KYC
system. Any mismatch can lead to rejection or delays in processing investments.
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AML Norms in Mutual Fund Operations

1. Purpose of AML

AML processes prevent mutual funds from being used to launder money, finance terrorism, or
evade taxes. Distributors are responsible for identifying suspicious transactions and ensuring
compliance with AML regulations.

2. Key AML Measures

e Transaction Monitoring: Detect unusual patterns such as large or repeated investments
inconsistent with the client’s profile.

e Reporting Requirements: Report suspicious transactions to AMCs and regulators.

e Enhanced Due Diligence: High-risk investors (e.g., foreign nationals, politically exposed persons)
require additional verification and monitoring.

Practical Example:

A client attempts to invest a large sum soon after opening the account. The distributor verifies the
source of funds and documents the verification process. If unresolved, the transaction is reported as
suspicious to ensure compliance with AML norms.

Procedure for filling and submitting periodic mutual fund transaction reports

Step

1. Collect
Transaction Data

Description

Gather all client transactions for
the reporting period: purchases,
redemptions, switches, SIPs,
dividends.

Distributor Role / Practical Tip

Use AMC portals or CRM systems to
compile data accurately. Cross-check
with investor instructions and bank
statements.

2. Verify
Transactions

Cross-verify transaction amounts,
units, NAV, and transaction dates
with AMC confirmations.

Identify discrepancies early and
resolve them before reporting.
Maintain records of checks for audit
purposes.

3. Prepare
Transaction Report

Fill in AMC-provided templates or
forms with required fields: investor
details, scheme details, transaction
type, date, units/amount, NAV, exit
load, remarks.

Ensure consistency between physical
forms (if any) and digital submissions.
Double-check all numeric and textual
entries.

4. Submit Reports
to AMC

Upload the completed report
through the AMC portal or submit
physical forms if required. Ensure
timely submission as per AMC
deadlines (daily, weekly, monthly).

Confirm receipt and generate
acknowledgment receipts for client
records.

5. Submit Reports
to Regulators (if
applicable)

Provide reports to SEBI or
other regulatory authorities
when required during audits or
compliance checks.

Keep copies and logs of submitted
reports for regulatory review and
dispute resolution.
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Step Description Distributor Role / Practical Tip

Maintain digital or physical copies
of submitted reports, along

6. Record-Keeping | with backup documentation like
KYC, AML checks, and investor
acknowledgments.

Create a master log to track all
submissions and discrepancies
resolved, ensuring easy retrieval for
audits.

Table 5.2.1: Table shown for full Process of filling and submitting periodic mutual fund transaction reports

5.2.4 Need for continuous professional development

in staying updated with new norms

The mutual fund industry is ever-evolving in nature. There are constant forces like changes in
regulatory policies, technological changes, and shifting demands on investor protection. There are
various regulatory bodies such as SEBI, AMFI, and others that keep implementing changing clauses
like guidelines, circulars, or best practices to improve transparency, efficiency, or market confidence.
Such forces can be related to transparency requirements, suitability standards, risk profiling standards,
transaction methods, online platforms, or grievance handling systems.

In such a dynamic setting, it is imperative that the Mutual Fund Distributor is kept updated through
continuous learning. It is not only a suggestion for continuous learning, but it is also a prerequisite for
maintaining integrity for the purpose of providing honest and authentic advice to the investors. An
informed Mutual Fund Distributor is bound to provide recommendations that are more aligned with
the objective of the clients.

Continuous learning will help distributors gain a better understanding of intricate regulatory rules
and be able to adapt effectively to digital tools and platforms such as online transactions, e-KYC, and
investor service platforms and respond accurately and effectively to investor queries. It will also help
distributors look ahead and avoid operational mistakes

Fig. 5.2.12: Reference image shown for MFDs personal growth

If a distributor fails to update their professional knowledge on a constant basis, the risks he/she
runs are enormous. Such risks include violation of regulatory requirements and financial penalties.
Moreover, professional obsolescence can ruin the reputation and can even generate concerns over
the level of commitment he/she has maintained on the part of the fund investors. Continuous learning
and improvement are the key to professional excellence and forms the watchword of the sound
development of the mutual fund industry.
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Importance of Continuous Professional Development

Compliance with Regulatory Changes
Enhancing Product Knowledge
Adapting to Digital Tools and Platforms

Strengthening Investor Communication Skills

Maintaining Professional Credibility and Ethical
Standards

Fig. 5.2.13: Relevance of Continuous Professional Development

1. Compliance with Regulatory Changes
Regulators frequently update rules related to:

e KYCand AML processes

e FATCA and tax-related disclosures

e |nvestment limits, scheme classifications, and exit loads
e Digital reporting and transaction submission protocols

Staying updated ensures distributors implement these changes correctly, avoiding penalties or legal
issues.

Practical Example:

When SEBI introduces new norms for ESG (Environmental, Social, and Governance) mutual funds,
distributors who have completed professional development programs understand the product,
disclosure requirements, and reporting obligations, enabling them to guide clients accurately.

2. Enhancing Product Knowledge
New mutual fund schemes, investment strategies, and portfolio options are continuously introduced
by AMCs. CPD programs help distributors:
e Understand product features and risk-return profiles
e Evaluate scheme suitability for different investor profiles
e Stay informed about performance metrics and benchmarking methods

Practical Example:

A distributor attending a workshop on hybrid fund strategies can advise investors on portfolio
diversification and risk-adjusted returns, increasing the value of their advisory service.
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3. Adapting to Digital Tools and Platforms

With the rise of digital platforms for KYC, e-signatures, online investments, and transaction
reporting, distributors must keep their digital skills current. CPD sessions teach:

e Use of AMC portals and CRMs for portfolio management

e Online KYC and IPV verification procedures

e Efficient reporting and reconciliation of investor transactions

Practical Example:

A distributor learns to use a new online portal for submitting batch SIP transactions. This reduces
processing time, minimizes errors, and ensures timely regulatory reporting.

Strengthening Investor Communication Skills

Ongoing training helps distributors improve client communication, risk disclosures, and grievance
handling:

e Convey complex regulatory updates in simple terms

e Educate investors about risk, compliance, and tax implications

¢ Handle disputes or grievances professionally

Practical Example:

When a new exit load regulation is introduced, a well-informed distributor can explain the impact
on client investments clearly and provide guidance on switching or redemption strategies.
Maintaining Professional Credibility and Ethical Standards

Professional development reinforces ethical practices and distributor accountability:

e Ensures adherence to SEBI and AMFI guidelines

e Demonstrates commitment to investor protection

e Builds trust with clients and AMCs

Practical Example:

A distributor who regularly updates knowledge about anti-money laundering procedures
can confidently detect suspicious transactions and take appropriate action, demonstrating
professionalism and ethical integrity.

Methods for Continuous Professional Development

Distributors can stay updated through:

Workshops and Seminars: Conducted by AMFI, SEBI, or financial institutions
Online Courses: Covering compliance updates, mutual fund products, and digital platforms

Regulatory Circulars and Newsletters: SEBI and AMFI publish circulars that provide detailed
guidance on new norms

Professional Networks and Forums: Sharing insights, experiences, and best practices with peers

Practical Tip:

Maintaining a CPD logbook documenting attended workshops, completed courses, and learning
updates helps demonstrate commitment to regulators during audits.
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5.2.5 Response to an investor grievance regarding a
compliance-related issue

Complaints regarding compliance on the part of the investors are normally seen when there is mutual
fund management. Complaints may arise because of the delay in Know Your Customer (KYC) validation,
discrepancies in statements regarding transactions, non-availability or discrepancies in Foreign Account
Tax Compliance Act (FATCA) statements, incorrect disclosure regarding risk factors, or discrepancies
regarding customer information. These complaints, though being more procedural, may result in
dissatisfaction, loss of confidence, or even non-compliance with regulations if not addressed properly.

The onus of such grievance management rests to a large extent on the Mutual Fund Distributor, who
thus turns out to be an important link connecting the complainant to the investor. Handling such
grievances efficiently not only enables resolving grievances of the particular complainant but also leads
to building confidence on the part of investors, boosting the professional image of the distributor,
and compliance on his/her part with specified norms. Such grievance management highlights his/her
dedication to transparency.

Simulation exercises have beenimportant for building up an effective and complaint-friendly distribution
system for mutual fund distributors. By means of simulation-based grievance handling situations,
mutual fund distributors can be trained on regulatory compliance, correct grievance escalation
procedures, effective communication with customers during grievance situations, and maintaining
proper grievance and resolution records.

Fig. 5.2.14: MFD listening to investor’s complaint

By means of simulation-based training activities, mutual fund distributors can be able to handle
grievances systematically and lawfully and, in a customer-friendly manner to avoid grievances and
for customer satisfaction. Simulation-based training activities help in proper compliance and risk
management for the growth of the mutual fund distribution sector.
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Step-by-Step Simulation of Grievance Resolution

Collecting
Transaction
Records

Cross-Verification
of Details

Identify and

Record-Keeping of
Validated Data

Ensure Compliance

Resolve
Discrepancies

with Regulatory
Requirements

Fig. 5.2.15: Process of Grievance Resolution

Step 1: Receive and Acknowledge the Grievance

e Listen carefully to the investor’s complaint without interrupting.
e Record the details: investor name, account number, date of complaint, and nature of the issue.
e Provide the investor with a reference number for tracking.

Practical Example:

An investor calls complaining that their SIP instalment was rejected due to incomplete KYC. The
distributor notes the details, thanks the client for reporting, and provides a reference number for
follow-up.

Step 2: Verify the Complaint

e Check the AMC portal, bank statements, KYC records, and transaction logs to confirm the reported
issue.

e |dentify whether the complaint arises from a genuine compliance error, system glitch, or
misunderstanding.

Practical Example:

Upon verification, the distributor notices that the client’s Aadhaar e-KYC verification failed due to a
mismatch in name spelling. The issue is confirmed as a KYC-related compliance error.
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Step 3: Communicate the Cause and Next Steps

e (Clearly explain to the investor the reason for the issue in simple terms.
e Qutline the corrective steps and timelines for resolution.
e Reassure the investor that the matter will be resolved promptly.

Practical Example:

The distributor informs the client that the SIP instalment could not be processed due to a KYC mismatch
and guides them to update the correct Aadhaar details to resolve the issue.

Step 4: Correct the Issue

e Assist the investor in completing missing or incorrect compliance documentation.
e Resubmit KYC or FATCA forms to the AMC or relevant authority.
e Ensure the transaction is processed correctly once compliance is verified.

Practical Example:

The distributor helps the investor correct the Aadhaar spelling error, performs e-KYC verification again,
and confirms that the next SIP instalment is successfully processed.

Step 5: Confirm Resolution and Close the Complaint

e Notify the investor once the issue has been resolved.
e Provide confirmation via email, call, or written communication.
e Document the resolution in the CRM system for audit purposes.

Practical Example:

The distributor calls the investor to confirm that the SIP has been successfully executed and provides a
transaction confirmation number. The case is marked as resolved in the system.

Step 6: Follow-Up and Preventive Measures

e Follow up after a few days to ensure no further issues.
e Review internal processes to prevent similar complaints in the future.
e Update investor records and provide guidance to avoid recurring compliance issues.

Practical Example:

The distributor schedules a brief follow-up call to ensure the client’s future SIP Instalments are processed
without errors and educates them on verifying KYC status periodically
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— Summary E

SEBI regulates the mutual fund industry to ensure transparency, investor protection, and fair market
practices.

AMFI sets professional and ethical standards for mutual fund distributors and advisors.

Investor risk profiling and product suitability documentation help prevent mis-selling and ensure
compliance.

AML norms aim to prevent money laundering and terrorist financing through financial systems.
KYC procedures verify investor identity and financial authenticity before investment onboarding.
Periodic transaction reports ensure regulatory oversight and audit compliance.

Nominee registration provides legal clarity for transfer of investments upon investor death.
FATCA declarations ensure compliance with international tax reporting requirements.

Validation of transaction data helps detect errors, inconsistencies, and potential regulatory
breaches.

Investor grievance redressal mechanisms provide structured processes for dispute resolution.

Proper documentation of investor communication and risk disclosures strengthens compliance
controls.

Continuous professional development helps distributors stay updated with evolving regulatory
norms.




— Exercise

Multiple-choice Question:
1.

vk W

Mutual Fund Distributor

)

Which authority regulates mutual funds in India?
a. RBI b. SEBI

c. AMFI d. NABARD

What is the primary purpose of investor risk profiling?
a. Increase returns b. Avoid documentation

c. Ensure product suitability d. Reduce taxation

AML norms mainly aim to prevent:
a. Market volatility b. Tax evasion and money laundering

c. Investor complaints d. Portfolio losses

Which declaration relates to international tax compliance?
a. Nominee declaration b. SIP mandate

c. FATCA declaration d. Risk profile form

Who facilitates investor grievance redressal in the mutual fund industry?
a. Stock exchanges b. Fund managers

c. SEBl and AMCs d. Auditors

Descriptive Questions

Explain the roles of SEBI and AMFI in regulating mutual fund distribution.

Describe the importance of maintaining investor risk profiles and suitability records.

Explain AML and KYC norms applicable to mutual fund operations.

Discuss the process of investor grievance redressal and dispute resolution.

Describe why continuous professional development is important for mutual fund distributors.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://www.youtube.com/watch?v=Y4dW536aQL0 https://www.youtube.com/watch?v=LG42ISR2LvVE

Mutual Fund Structure Explained KYC AML Guidelines

https://www.youtube.com/watch?v=gYzzzS800G0 https://www.youtube.com/watch?v=B50N0jzO0al

Grievance Redressal mechanism in India Redressal of Investor Grievance



https://www.youtube.com/watch?v=Y4dW536aQL0 
https://www.youtube.com/watch?v=LG42lSR2LvE 
https://www.youtube.com/watch?v=gYzzzS800G0 
https://www.youtube.com/watch?v=B5ON0jzOOaI 
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Employability Skills is available at the following location

https://www.skillindiadigital.gov.in/content/list

Employability Skills



https://www.skillindiadigital.gov.in/content/list

e \ 7. Annexure
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Module No. Unit No. Topic Name QR Code (s)
1':.1'1 .Ski” India https://www.youtube.com/
Module Mis-sion: An 21 watch?v=NDQXiSy3-SA
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Mutual Fund
Dis-tributor All About Mutual
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Unit: 2.1: ments Mutual Fund
Mutual Fund Investing
Basics, Risks
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ed Commu- client da- Management
ni-cation ta-base in Financial
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Management



https://www.youtube.com/watch?v=NDQxiSy3-SA 
https://www.youtube.com/watch?v=NDQxiSy3-SA 
https://www.youtube.com/watch?v=Oz83q3r7WG8 
https://www.youtube.com/watch?v=Oz83q3r7WG8 
https://www.youtube.com/watch?v=vvnntBvKsK8 
https://www.youtube.com/watch?v=vvnntBvKsK8 
https://www.youtube.com/watch?v=BFZI2lgGr_E 
https://www.youtube.com/watch?v=BFZI2lgGr_E 
https://www.youtube.com/watch?v=1ZdjnwtjN1w 
https://www.youtube.com/watch?v=1ZdjnwtjN1w 

Mutual Fund Distributor

Module No. Unit No. Topic Name QR Code (s)
3.1.1 Pro-ce-
dure for
Mutual Fund
In-vestments 30 https://www.youtube.com/
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Unit 3.1 stra-tion of
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Process, SEBI | 3-1.3 Pro-
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Completed 80 https://www.youtube.com/
Module Mutual Fund watch?v=cS1TS82kw3Q
3: Assist Appli-cation Mutual Fund
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Fill u
ap-plication P
and KYC
process 3.2.1 Pro-cess
of up-loading 80 https://www.youtube.com/
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Unit 3.2 KYC
Process,
Im-portance
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.. ps://www.youtube.com
app"?at'ons to | 80 watch?v=I5_K8f9-j2I
AMC in phys-
ical or digital The Right Way to
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Funds in India
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ongoing Mutual Fund | cept and
support for | Inves-tors, importance https:// b /
in-vestment | Portfo-lios, of portfolio 109 ps: WV\_'W'you ube.com
X o watch?v=2-gmLYW4Ppo
portfolio Per-for- monitoring for
monitor-ing | mance mutual fund Type of Mutual
and re- metrics inves-tors Fund

demp-tions



https://www.youtube.com/watch?v=rAqzpRZa78E 
https://www.youtube.com/watch?v=rAqzpRZa78E 
https://www.youtube.com/watch?v=cS1TS82kw3Q 
https://www.youtube.com/watch?v=cS1TS82kw3Q 
https://www.youtube.com/watch?v=8Lg0sKI46kY 
https://www.youtube.com/watch?v=8Lg0sKI46kY 
https://www.youtube.com/watch?v=l5_K8f9-j2I 
https://www.youtube.com/watch?v=l5_K8f9-j2I 
https://www.youtube.com/watch?v=2-qmLYW4Ppo 
https://www.youtube.com/watch?v=2-qmLYW4Ppo 
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