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The information provided on this website is for educational and informational purposes only. It is not 

intended to constitute investment, financial, legal, or tax advice, nor should it be considered a 

recommendation or solicitation to buy or sell any financial product. Investors are advised to consult a 

qualified financial advisor / MFD and read all scheme-related documents carefully before making any 

investment decisions. Mutual Fund investments are subject to market risks. Please read all scheme-

related documents carefully. 

Introduction to Mutual Funds 

WHAT ARE MUTUAL FUNDS? 

At its core, a mutual fund is a shared investment pathway. Instead of buying 
individual assets on your own, you pool your money with other investors. A 
dedicated, professional fund manager then takes this combined pool and invests it 
across various financial markets—such as stocks, corporate bonds, government 
securities, and short-term debt instruments—depending on the specific goals of that 
fund. 

As these underlying investments grow or generate income, the profits are shared 
back with the investors. This distribution is calculated proportionally based on how 
many units you own, using a metric called Net Asset Value (NAV). Before these 
returns reach you, any necessary operational costs, taxes, and a small management 
fee are subtracted. 

The Regulatory Framework (India) 

In India, mutual funds operate under a strict structural and legal network to protect 
investor interests: 

 Legal Structure: They are set up as Trusts under the historic Indian Trust 
Act of 1882. 

 Oversight: Every fund must operate in strict compliance with the SEBI 
(Mutual Funds) Regulations, 1996. 

 Cost Caps: To prevent investors from being overcharged, the Securities and 
Exchange Board of India (SEBI) places legal limits on the maximum 
management fees and expenses a fund can charge. 

Summary: A mutual fund simplifies investing by combining the capital of multiple 
people into a diversified portfolio that is supervised by financial experts and heavily 
protected by regulatory boundaries. 

 

(Source: AMFI India - https://www.amfiindia.com/investor/knowledge-center-
info?zoneName=IntroductionMutualFunds) 

 


