


Purpose of the booklet

As a part of the formal education system in our elementary and high schools, we are
taught various subjects including math, science, languages and social studies. But there
is really no formal teaching on how to manage money during our growing up days. And
hence, as adults many of us are completely clueless about investments or even the need
ofinvesting.

India boasts a savings rate of ~37%* which is much higher than that of the developed
nations. However, due to lack of investor awareness, these savings do not get
channelized into high return eaming capital market investments. In fact, most of the
savings find their way into traditional safe havens including bank deposits and other
physical assets. Government statistics show more than 65%* of financial savings are
invested in bank deposits. While these instruments are safe, in the long run, an investor
has to do better than just beating inflation.

Savings should be productively invested, and depending on the life stage of the investor,
optimum allocation should be made to capital market instruments. Someone who has the
passion, understanding, and can devote significant time in doing research, can invest
directly in these markets. However, most of us are constrained by the lack of time and skill
toinvest directly... and this is where mutual funds come into the picture.

AMFI (The Association of Mutual Funds of India) has published this booklet to spread the
awareness of mutual funds among common investors. This is an investor friendly booklet
where investing fundas in general, and mutual fund investing in particular, are explained in
an easy to comprehend manner - in the form of a conversation between a novice young
investor and a financial advisor.

For those who would like to grow their wealth in a systematic way, this is a must-read
booklet to make informed investments in mutual funds.

So what are you waiting for? Get started...

*Source: RBI, Economic Survey of India, US Bureau of Economic Analysis
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instruments and/or other securities.

The fund house managing the fund brings
together a group of investors just like you,
where each one holds a share proportional to
theirinvestment.

The money is pooled in and invested in
various securities. The retumns generated are
passed back to the investor.

Let the experts manage your money
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||:5UI how do | select Tunds tor my portiolio’? |
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OK. | will choose a portrolio to suit my risk appetite...
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movements up or down in
debt and money market
securities and thereby to

possibly large movements
in the NAV.

exceeds the earnings
on your investment,
you run the risk that

you'll actually be able

to buy less, not more.

| have weighed the pros and cons, and now

have a better understanding of mutual funds.

So how do | go about buying mutual funds?
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various kinds of general and specific due diligence.

Day to day operations of asset management are handled by the asset management company
(AMC). It therefore aranges for the requisite offices and infrastructure, engages employees,
and interacts with regulators and various service providers. Further, it has to exercise due
diligence and care in all its investment decisions.

The custodian has custody of the assets of the fund. As part of this role, the custodian needs to
accept and give delivery of securities for the purchase and sale transactions of the various
schemes of the fund.

The RTA maintains investor records. Their offices in various centres serve as Investor Service
Centres (ISCs), which perform a useful role in handling the documentation of investors.

SEBI was officially formed by the Government of India in 1992. To protect the interest of the
Investors, SEBI regulates the mutual funds.






7. Lastly, investors can approach the investor relations officer for grievance redressal. In case the investor does not
getappropriate solution, he can approach the investor grievance cell of SEBI.
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