Unit 1 — Introduction to Mutual Funds

Meaning —

A mutual fund is a type of investment vehicle that pools money from multiple investors to
invest in a diversified portfolio of securities such as stocks, bonds, money market
instruments, and other assets.

1. Features of Mutual Funds

. Pooling of Funds: Investors contribute money to the mutual fund, which collectively forms
a large pool of capital.

. Professional Management: The pooled money is managed by professional fund managers
who make investment decisions on behalf of the investors.

Diversification: By investing in a variety of securities, mutual funds spread risk across
different assets, which can help reduce the impact of any single investment’s poor
performance.

Types of Mutual Funds: There are various types of mutual funds, including equity funds
(invest in stocks), bond funds (invest in bonds), money market funds (invest in short-term
debt instruments), and balanced funds (invest in a mix of stocks and bonds).

. Units or Shares: Investors buy units or shares of the mutual fund, and their ownership is
proportional to the amount they have invested relative to the total pool of funds.

. Net Asset Value (NAV): The value of a mutual fund's assets minus its liabilities is called the
Net Asset Value (NAV). The NAV per share is the price at which investors buy and sell
mutual fund shares.

. Fees and Expenses: Mutual funds charge fees for management and administrative expenses.

2. Role/ Objectives of Mutual Funds

Mutual funds play a crucial role in the Indian financial market and economy. Some specific
roles and impacts of mutual funds in India are:

Capital Market Development: Mutual funds help in channelling savings from individual
investors into the capital markets. This increases liquidity and stability in the stock market,
contributing to its overall development.

. Financial Inclusion: By providing a platform for small investors to invest in diversified
portfolios, mutual funds promote financial inclusion. They make it easier for individuals
across different income levels to participate in the financial markets.

. Professional Management: Mutual funds in India offer professional fund management
services, allowing investors to benefit from the expertise and experience of professional
managers. This is particularly valuable for retail investors who may lack the knowledge or
time to manage their investments effectively.

Diversification: Mutual funds provide diversification across various asset classes and
sectors, reducing risk for individual investors. This is especially important in a developing
economy like India, where market volatility can be significant.

. Regulatory Framework: The Securities and Exchange Board of India (SEBI) regulates
mutual funds, ensuring transparency, accountability, and investor protection. This robust
regulatory framework builds investor confidence and promotes the integrity of the financial
markets.



6. Retirement Planning: Mutual funds offer various schemes tailored for long-term goals, such
as retirement planning. Products like Systematic Investment Plans (SIPs) encourage regular
savings and disciplined investing, which are crucial for building a retirement corpus.

7. Wealth Creation: Through equity mutual funds and other growth-oriented schemes, mutual
funds provide opportunities for wealth creation. This is vital for individual investors looking
to grow their wealth over time.

8. Income Generation: Debt mutual funds and hybrid funds offer regular income through
interest and dividends, providing a source of steady income for investors, including retirees
and conservative investors.

9. Economic Growth: By mobilizing household savings and channelling them into productive
investments, mutual funds contribute to the overall economic growth of the country. They
support the funding needs of businesses, infrastructure projects, and government initiatives.

10. Education and Awareness: Mutual fund companies in India actively engage in investor
education and awareness programs. These initiatives help individuals understand the
benefits of investing and the importance of financial planning.

11. Tax Benefits: Certain mutual fund schemes, like Equity-Linked Savings Schemes (ELSS),
offer tax benefits under Section 80C of the Income Tax Act. This encourages more people to
invest in mutual funds while also saving on taxes.

3. Policy of Mutual Funds

The policies governing mutual funds in India are primarily established by the Securities and
Exchange Board of India (SEBI). These policies ensure transparency, protect investors, and
promote the integrity of the mutual fund industry. Some key policies and regulations are:

1. Regulatory Framework: SEBI regulates mutual funds under the SEBI (Mutual Funds)
Regulations, 1996. This framework establishes the rules for the creation, management, and
operation of mutual funds in India.

2. Registration and Approval: Mutual fund companies, known as Asset Management
Companies (AMCs), must register with SEBI. They are required to adhere to specific
eligibility criteria and obtain approval before launching any mutual fund schemes.

3. Disclosure Requirements: Mutual funds must provide detailed disclosures in their offer
documents, including information about the fund's investment objectives, strategies, risks,
costs, and performance. Regular updates and reports must also be provided to investors.

4. Investment Restrictions and Guidelines: SEBI imposes certain investment restrictions to
ensure diversification and manage risk. For instance, mutual funds are limited in the
amount they can invest in a single company's securities and must adhere to asset allocation
guidelines based on the type of fund.

5. Expense Ratios and Fees: SEBI regulates the fees and expenses that mutual funds can
charge investors. This includes management fees, entry and exit loads (charges for buying
or selling mutual fund units), and total expense ratios (TER). These regulations are
designed to keep costs reasonable for investors.

6. Custodian and Trustee Requirements: Mutual funds must appoint independent custodians
and trustees to safeguard the assets of the fund and ensure compliance with regulations.
Trustees oversee the operations and ensure that the fund is managed in the best interests of
the investors.



7.

10.

11.

NAV and Valuation Policies: SEBI mandates the methods and frequency of calculating the
Net Asset Value (NAV) of mutual fund units. Accurate and timely NAV calculations are
crucial for investor transactions and transparency.

. Risk Management and Internal Controls: Mutual funds must implement robust risk

management systems and internal controls to identify, assess, and mitigate investment
risks. This includes stress testing, liquidity management, and credit risk assessment.
Distribution and Marketing Regulations: SEBI has guidelines for the distribution and
marketing of mutual fund schemes. This includes rules on advertising, agent commissions,
and investor education programs to ensure fair and transparent practices.

Systematic Investment Plans (SIPs): SEBI encourages the use of Systematic Investment
Plans, which allow investors to invest small amounts regularly, promoting disciplined
investing and long-term wealth creation.

Taxation Policies: The tax treatment of mutual fund investments is governed by the
Income Tax Act, 1961. Equity funds and debt funds have different tax implications for
dividends, capital gains, and redemptions, and certain funds like ELSS offer tax benefits
under Section 80C.

4. Origin and Development of Mutual Funds in India

The origin and development of mutual funds in India have evolved through several phases,
marked by regulatory changes, the entry of private players, and increasing investor
participation. Here’s a brief overview of the history and development of mutual funds in
India:

1. Early Beginnings: The 1960s - 1980s

e 1963: The concept of mutual funds was introduced in India with the establishment of
the Unit Trust of India (UTI) by an Act of Parliament. UTI was the only entity
offering mutual fund schemes and enjoyed a monopoly in the industry.

e 1986: The first mutual fund scheme, Unit Scheme 1964 (US-64), was launched by
UTI. It became very popular among investors.

2. Entry of Public Sector Funds: The 1980s - 1990s

e 1987: Public sector banks and financial institutions were allowed to set up mutual
funds. Notable entrants included State Bank of India (SBI) Mutual Fund, Canara Bank
Mutual Fund, and Life Insurance Corporation (LIC) Mutual Fund.

e 1993: The Securities and Exchange Board of India (SEBI) introduced the SEBI
(Mutual Funds) Regulations, 1993, to regulate the industry and protect investors. This
was a significant step toward the development of a structured mutual fund market.

3. Liberalization and Entry of Private Sector Funds: The 1990s - 2000s

e 1993: The mutual fund industry was opened to the private sector, leading to the entry
of private players such as Kothari Pioneer Mutual Fund (now merged with Franklin
Templeton) and other foreign mutual fund companies.



1996: The SEBI (Mutual Funds) Regulations were comprehensively revised to ensure
better governance and transparency.

4. Growth and Expansion: The 2000s - 2010s

2000: The Association of Mutual Funds in India (AMFI) was established to promote
the mutual fund industry and protect the interests of investors.

2003: UTI was restructured into UTI Mutual Fund and UTI Asset Management
Company, bringing it under SEBI’s regulatory framework.

2006: Introduction of Systematic Investment Plans (SIPs) gained popularity,
encouraging regular and disciplined investment among retail investors.

2010: SEBI introduced measures to enhance transparency and investor protection,
such as direct plans, which offer lower expense ratios by eliminating distributor
commissions.

5. Modern Era: 2010s - Present

5.

2013: The introduction of Real Estate Investment Trusts (REITS) and Infrastructure
Investment Trusts (InvITs) opened new avenues for mutual fund investments.
2015: SEBI introduced norms for the categorization and rationalization of mutual
fund schemes to simplify the investment process and help investors make informed
decisions.

2018: SEBI mandated the use of Total Expense Ratio (TER) to be disclosed to
investors, enhancing transparency in cost structures.

2020: Amid the COVID-19 pandemic, the mutual fund industry showed resilience,
with significant inflows in various schemes, especially debt and equity funds.
2021: The rise of digital platforms and fintech innovations made mutual fund
investments more accessible and convenient for a broader audience.

Advantages and Disadvantages of Mutual Funds

Advantages of Mutual Funds

1.

Diversification:

o Advantage: Mutual funds invest in a wide range of securities across various
sectors and asset classes, reducing the risk of a single investment's poor
performance affecting the entire portfolio.

Professional Management:

o Advantage: Managed by experienced fund managers who make informed
investment decisions, mutual funds provide investors with access to expert
management that they may not possess individually.

Liquidity:

o Advantage: Mutual funds offer high liquidity, allowing investors to buy and

sell their units at the current Net Asset Value (NAV) on any business day.
Affordability:

o Advantage: Investors can start with relatively small amounts, making mutual

funds accessible to individuals who might not have substantial capital.
Variety of Investment Options:



o Advantage: There are numerous types of mutual funds available, including
equity funds, bond funds, money market funds, and hybrid funds, catering to
different risk appetites and investment goals.

6. Transparency:
o Advantage: Mutual funds are regulated by entities like SEBI in India,

requiring them to provide regular updates, disclosures, and reports on their
performance and holdings, ensuring transparency.

7. Convenience:
o Advantage: Mutual funds simplify the investment process by handling the
research, buying, and selling of securities, which can be particularly beneficial

for novice investors.
Disadvantages of Mutual Funds

1. Fees and Expenses:
o Disadvantage: Mutual funds charge management fees, expense ratios, and
sometimes sales loads, which can eat into the returns, especially over the long
term.

2. Lack of Control:
o Disadvantage: Investors have no control over the individual securities that the

fund invests in, as all decisions are made by the fund manager.

3. Market Risk:
o Disadvantage: Mutual funds are subject to market risks, meaning the value of

investments can fluctuate with market conditions, potentially leading to losses.

4. Over-Diversification:
o Disadvantage: While diversification reduces risk, excessive diversification

can dilute returns as the positive performance of some investments may be
offset by the poor performance of others.

5. Tax Implications:
o Disadvantage: Investors might face tax implications on capital gains
distributions, dividends, and interest income, which can reduce the net returns.

6. Lock-in Periods:
o Disadvantage: Some mutual funds, like Equity-Linked Savings Schemes

(ELSS), have lock-in periods during which investors cannot redeem their
investments, limiting liquidity.

6. Portfolio Management Services Vs Mutual Funds

1. Structure

PMS:

e Individualized Portfolio: PMS offers a customized investment portfolio for each
client based on their specific investment goals, risk tolerance, and preferences.

o Direct Ownership: Investors own individual securities directly, and their portfolios
are managed separately from others.

Mutual Fund:



Pooled Investment: Mutual funds pool money from many investors to invest in a
diversified portfolio of securities.

Unit Ownership: Investors buy units of the mutual fund, which represents a
proportional share of the pooled assets.

2. Customization

PMS:

High Customization: Portfolios are tailored to meet the specific needs and
preferences of individual clients.

Flexibility: Investors can set specific mandates or restrictions on the types of
investments to be made.

Mutual Fund:

Standardized Investment: Mutual funds offer standardized schemes with predefined
investment objectives and strategies.

Less Flexibility: Investors cannot influence the specific investments within the
mutual fund scheme.

3. Management

PMS:

Active Management: PMS involves active management by portfolio managers who
make investment decisions based on market conditions and client preferences.
Personalized Service: PMS typically provides personalized services, including
regular portfolio reviews and direct communication with the portfolio manager.

Mutual Fund:

Professional Management: Mutual funds are managed by professional fund
managers who make investment decisions on behalf of all investors in the fund.
Less Direct Interaction: Investors generally do not have direct access to the fund
manager and receive standardized reports and updates.

4. Minimum Investment

PMS:

High Minimum Investment: PMS typically requires a higher minimum investment
amount, often INR 50 lakhs or more.

Affluent Investors: Suitable for high-net-worth individuals (HNWIs) and affluent
investors.

Mutual Fund:

Low Minimum Investment: Mutual funds have lower minimum investment
requirements, often starting from as low as INR 500 to INR 5,000.



Retail Investors: Accessible to retail investors with smaller amounts to invest.

5. Regulation

PMS:

Regulated by SEBI: PMS providers are regulated by the Securities and Exchange
Board of India (SEBI) under specific guidelines.

Disclosure Requirements: PMS must adhere to disclosure requirements and provide
periodic performance reports to clients.

Mutual Fund:

Regulated by SEBI: Mutual funds are also regulated by SEBI and must comply with
mutual fund regulations.

High Transparency: Mutual funds are required to disclose their portfolio holdings,
performance, and other key information regularly.

6. Fees and Costs

PMS:

Fee Structure: PMS typically has a fee structure that includes a fixed management
fee and a performance-based fee.

Higher Costs: Due to the personalized management and active strategies, PMS can
be more expensive than mutual funds.

Mutual Fund:

Expense Ratio: Mutual funds charge an expense ratio, which covers management
fees, administrative costs, and other expenses.

Lower Costs: Generally, mutual funds have lower costs compared to PMS due to
economies of scale and standardized management.

7. Transparency and Reporting

PMS:

Detailed Reports: PMS clients receive detailed reports on their individual portfolio
performance, transactions, and holdings.

Higher Transparency: Investors have greater visibility into the specific securities
held in their portfolio.

Mutual Fund:

Periodic Reports: Mutual funds provide periodic reports, including monthly or
quarterly factsheets, annual reports, and portfolio disclosures.



« Standardized Information: Reports are standardized and provide aggregate
information on the fund’s holdings and performance.

8. Liquidity
PMS:

o Liquidity: Liquidity can vary depending on the underlying investments in the PMS
portfolio. Typically, withdrawals may take some time and may have restrictions.
o Exit Loads: PMS may have exit loads or penalties for early withdrawal.

Mutual Fund:

« High Liquidity: Mutual funds, especially open-ended schemes, offer high liquidity
with the ability to buy or sell units on any business day.

e No Lock-In (except ELSS): Except for specific schemes like Equity Linked Savings
Schemes (ELSS), most mutual funds do not have lock-in periods.

7. Key Members of Mutual Funds

Mutual funds are managed and operated by a team of key members who ensure the fund's
objectives are met while adhering to regulatory requirements. Here are the key members and
their roles in a mutual fund:

1. Sponsor

o Role: The sponsor is the entity or group that initiates the mutual fund and provides the
initial capital.
o Responsibilities:
o Establishes the mutual fund.
o Sets up the Asset Management Company (AMC) and the trust.
o Ensures the mutual fund adheres to regulatory requirements.

2. Trustees

o Role: Trustees hold the assets of the mutual fund in trust for the benefit of the
unitholders.
e Responsibilities:
o Oversee the functioning of the AMC.
o Ensure that the AMC operates in the interest of the unitholders.
o Comply with SEBI regulations and guidelines.

3. Asset Management Company (AMC)

¢ Role: The AMC manages the investments of the mutual fund.
o Responsibilities:
o Manage the day-to-day operations and investment portfolio.
o Conduct research and analysis to make informed investment decisions.



o Ensure compliance with regulatory requirements.
Report to the trustees and provide information to investors.

4. Board of Directors (of the AMC)

Role: The board governs the AMC and ensures it operates in the best interest of the
investors.
Responsibilities:
o Strategic oversight and governance of the AMC.
o Ensure adherence to regulatory requirements.
o At least 50% of the board must be independent directors to maintain
objectivity.

5. Fund Manager

Role: The fund manager is responsible for making investment decisions for the
mutual fund.
Responsibilities:

o Develop and implement the fund’s investment strategy.
Select and manage the fund's investments.
Monitor market conditions and adjust the portfolio as necessary.
Communicate with investors regarding fund performance.

O O O

6. Custodian

Role: The custodian holds and safeguards the securities and assets of the mutual fund.

Responsibilities:
o Safekeeping of the fund’s assets.
o Settlement of trades.
o Maintaining records of the fund’s holdings.
o Ensuring compliance with regulatory requirements.

7. Registrar and Transfer Agent (RTA)

Role: The RTA handles the administrative aspects of the mutual fund.
Responsibilities:

o Maintain records of investor transactions.

o Process applications, redemptions, and transfers.

o Provide customer service to investors.

o Generate and send account statements to investors.

8. Distributor

Role: Distributors are intermediaries who sell mutual fund units to investors.
Responsibilities:

o Market and distribute the mutual fund’s schemes.

o Provide investors with information about the fund.

o Facilitate the buying and selling of mutual fund units.

9. Auditor



« Role: The auditor ensures the financial statements of the mutual fund are accurate and
compliant with regulations.
o Responsibilities:
o Conduct regular audits of the mutual fund’s financial statements.
o Ensure compliance with accounting standards and regulatory requirements.
o Report findings to the trustees and regulators.

10. Compliance Officer

« Role: The compliance officer ensures that the mutual fund adheres to all regulatory
requirements.
o Responsibilities:
o Monitor compliance with SEBI regulations and internal policies.
o Report compliance issues to the AMC’s board and trustees.
o Implement procedures to prevent violations of regulations.

8. Role of AMFI and SEBI

(1 AMFI: Acts as an industry body focused on representation, promotion, standardization,
training, data dissemination, and grievance redressal within the mutual fund industry.

[1 SEBI: Serves as the primary regulatory authority ensuring investor protection,
transparency, market development, risk management, and regulatory compliance in the
mutual fund industry.

Role of AMFI (Association of Mutual Funds in India)

1. Industry Representation:
o Role: AMFI represents the mutual fund industry in India, voicing concerns
and suggestions to regulators, policymakers, and other stakeholders.
o Objective: Ensures that the collective interests of the mutual fund industry are
considered in policy-making and regulatory frameworks.
2. Promotion and Development:
o Role: Promotes the mutual fund industry by increasing awareness and
educating investors about mutual funds.
o Initiatives: Conducts investor awareness campaigns such as “Mutual Funds
Sahi Hai” to promote the benefits of mutual funds.
3. Standardization and Best Practices:
o Role: Develops and promotes best practices and ethical standards within the
mutual fund industry.
o Guidelines: Issues guidelines and codes of conduct for mutual fund
companies and distributors to ensure uniformity and professionalism.
4. Training and Certification:
o Role: Provides training and certification for mutual fund distributors and
advisors.
o Certification: AMFI conducts the AMFI Mutual Fund Certification
Examination (AMFI Exam) to certify mutual fund advisors and distributors.
5. Data and Research:
o Role: Collects, compiles, and disseminates industry data and research.
o Reports: Publishes regular reports and statistics on mutual fund performance,
trends, and other relevant metrics.



6. Grievance Redressal:
o Role: Assists in resolving disputes and grievances between investors and
mutual fund companies.
o Support: Provides a platform for investors to lodge complaints and seek
redressal.

Role of SEBI (Securities and Exchange Board of India)

1. Regulation and Supervision:

o Role: SEBI is the primary regulator of the securities markets in India,
including the mutual fund industry.

o Regulations: Formulates and enforces regulations to ensure fair, transparent,
and efficient functioning of the mutual fund industry.

2. Investor Protection:

o Role: Protects the interests of investors in securities, including mutual funds.

o Measures: Implements regulations to prevent fraudulent practices and ensures
that mutual fund companies adhere to ethical standards and disclosure
requirements.

3. Disclosure and Transparency:

o Role: Ensures that mutual fund companies provide accurate, timely, and
comprehensive information to investors.

o Mandates: Requires mutual funds to disclose information such as Net Asset
Value (NAV), portfolio holdings, performance reports, and expense ratios.

4. Market Development:

o Role: Promotes the development and regulation of the securities market,
including mutual funds.

o Initiatives: Introduces new products and frameworks, such as Real Estate
Investment Trusts (REITS) and Infrastructure Investment Trusts (InvITs), to
expand investment options.

5. Risk Management:

o Role: Ensures that mutual funds implement robust risk management practices.

o Regulations: Sets guidelines for liquidity management, credit risk assessment,
and other risk management measures to protect investors.

6. Approval and Oversight:

o Role: Grants approval for the launch of new mutual fund schemes and
monitors their operations.

o Oversight: Conducts regular inspections and audits to ensure compliance with
regulations and guidelines.

9. Registration of Mutual Funds
SEBI Registration Process

1. Sponsor Application:

o The sponsor applies to SEBI for approval to set up a mutual fund. The sponsor
must meet the eligibility criteria laid out by SEBI, including a track record and
financial soundness.

2. Trust Formation:

o After SEBI grants in-principle approval, the sponsor forms a trust under the

Indian Trusts Act, 1882, and registers it with SEBI.



3. Trustee Appointment:

o Trustees are appointed to manage the mutual fund's trust. They must be

independent and responsible for protecting the interests of the unitholders.
4. AMC Establishment:

o The sponsor sets up an Asset Management Company (AMC) to manage the
fund's assets, and this AMC needs SEBI approval. The AMC’s board must
have at least 50% independent directors.

5. Custodian Appointment:

o A custodian is appointed to hold the fund’s securities. The custodian must be

registered with SEBI.
6. SEBI Registration:

o The mutual fund applies for SEBI registration by submitting documents such
as the trust deed, investment management agreement, and details about the
trustees, AMC, and custodian.

7. Offer Document Filing:

o Before launching any schemes, the mutual fund files a draft offer document
with SEBI for approval, detailing the scheme’s investment objective, asset
allocation, and risk factors.

8. Scheme Launch:

o Once SEBI approves the offer document, the mutual fund can launch its

schemes and collect funds from investors.

AMFI Registration Process

1. Application Submission:

o The mutual fund, after obtaining SEBI registration, applies for AMFI
membership. This involves submitting an application form along with required
documents.

2. Document Verification:

o AMFI reviews the submitted documents, which may include the SEBI

registration certificate, details of the AMC, and other relevant information.
3. Code of Conduct Adherence:

o The mutual fund agrees to adhere to AMFI’s code of conduct and guidelines.

This ensures ethical practices and investor protection measures are followed.
4. Fee Payment:

o The mutual fund pays the membership fees and any other applicable charges

required by AMFI.
5. AMFI Registration:

o Upon successful verification and fee payment, AMFI grants membership to
the mutual fund, allowing it to operate under AMFTI’s aegis and access its
resources.

10. Al in Mutual Funds
Acrtificial Intelligence (Al) is increasingly being integrated into various aspects of mutual
funds, primarily to enhance efficiency, improve decision-making, and provide personalized

services to investors. Here are some key areas where Al is impacting mutual funds:

1. Portfolio Management



Al Algorithms: Al-driven algorithms analyze vast amounts of data to identify
patterns, trends, and correlations in financial markets.

Portfolio Optimization: Al helps in optimizing portfolios by suggesting asset
allocations based on historical data, market trends, and risk preferences.

Risk Management: Al models can assess portfolio risk in real-time and recommend
adjustments to mitigate potential losses.

2. Investment Research

Data Analysis: Al-powered tools analyze financial statements, market news, social
media sentiment, and economic indicators to provide insights for investment
decisions.

Predictive Analytics: Al models predict market movements and stock performance,
helping fund managers make informed investment choices.

3. Customer Service

Chatbots: Al-driven chatbots provide customer support, answering queries about
fund performance, account statements, and investment options.

Personalization: Al algorithms customize investment recommendations based on
investor profiles, risk tolerance, and financial goals.

4. Compliance and Risk Monitoring

Fraud Detection: Al algorithms detect anomalies and patterns indicative of
fraudulent activities or market manipulation.

Regulatory Compliance: Al ensures mutual funds comply with regulatory
requirements by monitoring transactions, disclosures, and reporting.

5. Operational Efficiency

Automation: Al automates routine tasks such as data entry, reconciliation, and report
generation, reducing operational costs and errors.

Process Improvement: Al improves efficiency in fund administration, compliance
checks, and back-office operations.

6. Predictive Insights

Market Forecasting: Al models analyze historical data and market trends to forecast
market conditions and investment opportunities.

Behavioral Analysis: Al analyzes investor behavior patterns to anticipate market
reactions and optimize fund strategies accordingly.

7. Risk Assessment and Mitigation

Real-Time Monitoring: Al monitors market conditions and portfolio performance in
real-time, alerting fund managers to potential risks or opportunities.

Stress Testing: Al conducts stress tests to simulate various market scenarios and
assess their impact on fund performance and investor portfolios.



Challenges and Considerations

« Data Privacy: Handling sensitive investor data requires robust security measures to
protect privacy and prevent unauthorized access.

e Bias in Algorithms: Ensuring Al models are free from biases and accurately reflect
diverse investor profiles and market conditions.

e Regulatory Compliance: Adhering to regulatory guidelines and transparency
requirements in the use of Al in fund management.



