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Imagine you have been investing regularly in mutual funds for the

last two or three years. Your portfolio was growing steadily. You felt
confident. Then suddenly, the markets started falling. Your
statement showed red numbers. You
S0.0 Youinl @awobhefriend said fnget
started wondering - did | make a mistake?

This is not a rare situation. This is exactly what happened to lakhs
of investors across India in the last 24 months.

Markets corrected sharply. Mid-cap and small-cap funds - which
had given outstanding returns in the previous bull run - fell
significantly. Sectoral funds in themes like PSU, defence, and
infrastructure, which had attracted huge inflows at peak valuations,
corrected 20% to 40% from their highs. Investors who had never
seen a downturn panicked. And many made the most expensive
mistake in investing - they redeemed at the bottom.
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This is where the MFD becomes irreplaceable.

A Mutual Fund Distributor is not just someone who helps you fill a
form or start an SIP. In times like these, the MFD is the voice of

reason when fear I s the | oudest \Y;
to hold the clientidBo hmotd doranhyt
now. Let us tal k first. o

Conviction is not something most investors carry naturally into a

falling market. It has to come from their MFD. When a client calls

and says Al want to redeem everyt
I s Al am scared. o The MFInétgustj ob i
process the transaction.

The Power of a Balanced Portfolio

This is also the time when the wisdom of a well-diversified, asset-
allocated portfolio becomes visible. Clients who had a mix of large-
cap equity, hybrid funds, and some debt allocation did not feel the
same level of pain as those who were concentrated in one sector or
theme. A balanced portfolio does not give the highest return in a
bull market - but it protects you from the worst in a bear market.
That protection is what builds long-term wealth.

Sectoral and thematic funds are exciting when they are rising.

Defence funds, manufacturing funds, consumption funds - they tell

a compelling story. But they are cyclical by nature. They go up in

cycles and they come down in cycles. They are not suitable for

every client. And they should never form the core of a retall

i nvestords portfolio. The-eddBRD mus
when the client is excited and wants to chase the trend.
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Switching Is Not a Solution & It Is a Decision

When markets fall, many clients want to switch - move money from
one fund to another, or shift from equity to debt. This feels like
action. It feels like control. But switching without proper analysis is
simply fear dressed up as a strategy.

Before recommending any switch, the MFD must evaluate exit
loads, tax implications, the risk profile of the new fund, and most
importantly - the reason for switching. Is it because the fund has
fundamentally underperformed its benchmark over a long period?

Or 1s i1t simply because the | ast
These are very different situations and they require very different
responses.

Communication Is the Most Powerful Tool

In difficult markets, the MFD who communicates clearly and

regul arly wins the clientds trust
message. A short client meeting. A review call. These small

gestures in a falling market do more for a relationship than years of

good returns.

Tell your clients - SIP is designed for exactly this. When markets
fall, your SIP buys more units at lower prices. That is rupee cost
averaging working in your favour. History shows, without exception,
that Indian equity markets have always recovered and rewarded
patient investors.
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The MFD who stands firm when markets fall, who speaks with
clarity when clients are confused, and who prevents even one
unnecessary redemption - that MFD has added more value than
any product ever can.

The markets will recover. They always have. Your clients need to
be invested when that happens.

That is your job. That is your purpose. And in times like these - it is
your finest hour.
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Submission of FIFA Response to
ARIAO Representation Dated 7 May
2026
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8th May 2026

To,

Shri B. Rajendran,

Executive Director and Chairman,

Working Group on Review of MFD / RIA Regulations,
Securities and Exchange Board of India,

SEBI Bhavan, Bandra Kurla Complex,

Mumbai — 400 051.

Sub: FIFA's Response to ARIA's Submission dated 7 May 2026 — and Notice of Forthcoming
White Paper

Ref: (i) ARIA Letter to SEBI ED dated 7 May 2026; (ii) FIFA Submission dated 22 April
2026; (iii) FIFA Submission dated 8 April 2026; (iv) SEBI Working Group on Review of
MEFD / RIA Regulations.

Respected Sir,

We write following receipt of ARIA's submission dated 7 May 2026, which we have reviewed
carefully. FIFA will shortly be placing before this Working Group a comprehensive White Paper
addressing the broader policy questions under consideration. In the meantime, we wish to set out
— briefly and plainly — our essential response to ARIA's submission, and to draw your attention
to one foundational concern that we believe the Working Group should address directly.

1. These Regulations Were Not Designed for Already-Regulated Entities

The SEBI (Investment Advisers) Regulations, 2013 were created to fill a specific gap. Before
2013, individuals and firms were collecting fees from investors and giving financial advice with
no registration, no qualification, and no regulatory oversight. The IA Regulations were enacted
to bring that unregulated population under a proper framework of accountability and to enable
the development of fee-based advisory services in India.

Mutual Fund Distributors were never that unregulated population. We have been registered with
AMF]I, certified through NISM, bound by a Code of Conduct, subject to disclosure and suitability
obligations, and overseen by SEBI under the Mutual Fund Regulations — for over two decades.
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The IA Regulations were not intended to override or supersede a regulatory framework that
already exists and already applies.

The question is not whether MFDs need regulation. They are already regulated. The question is
whether a regulation designed for fee-charging advisers should now be applied, by interpretation,
to a distribution model it was never designed to govern.

The question before this Working Group is not: should SEBI regulate MFDs? It already
does. The question is: should MF'Ds now be regulated as if they were something they
are not — namely, independent fee-charging investment advisers? ARIA's submission
answers yes. We respectfully say no — not to avoid accountability, but because the
answer yes would not protect investors. It would remove the guidance they currently
depend on.

2. Interpreting a Suitability Conversation as Fee-Based Financial Planning Misreads the

Regulation

ARIA's argument is that when an MFD asks an investor about their income, goals, and risk
appetite before recommending a mutual fund scheme, that activity constitutes 'financial planning'
as legally defined — and therefore requires IA registration, or means that MFDs are already in
violation of the regulations.

Consider what this means in practice. Every bank relationship manager, every insurance agent,
every post office representative selling a small savings scheme asks similar questions and makes
arecommendation. If ARIA's argument is correct, all of them require IA registration. That cannot
be what the regulation intends.

A suitability conversation checks whether a specific product is right for a specific investor.
Financial planning may involve the same or more questions, but results in the preparation of a
financial plan for a fee — without necessarily recommending a specific product to buy. These
are fundamentally different activities.

The purpose of a suitability conversation is to ensure the investor receives an
appropriate product. The purpose of financial planning is to prepare a financial plan
for a fee. These are not the same activity, even when they ask some of the same
questions.

An interpretation that, applied consistently, requires every regulated financial intermediary in
the country to re-register as an Investment Adviser has gone well beyond the proper scope of the
regulation it cites.

Rahimtoola House, 3" Floor, 7, Homji Street, Fort, Mumbai 4000 01. E-mail: response@fifaindia.org
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3. Low RIA Numbers Are Not Caused by MFDs

ARIA's submission implies that the relatively small number of SEBI-registered Investment
Advisers in India reflects suppression by MFD practices or regulatory ambiguity — and that
restricting MFD activity would create space for RIAs to grow. The global evidence does not
support this.

In the United States — the jurisdiction ARIA cites — fee-only advisers have grown over the
years, but alongside a thriving commission-based distribution sector, not instead of it. Regulation
Best Interest, the US standard ARIA references, did not eliminate commission distribution. Both
models coexist today, serving different investor segments. Distribution regulation in the US also
evolved over time, in a manner broadly comparable to the way SEBI and AMFI have
progressively strengthened MFD conduct standards in India.

Where RIA models have grown strongly globally, the drivers have been rising investor
wealth, increasing portfolio complexity, and the natural evolution of investor
preference over time — not the suppression of the distribution model. India's relatively
small RIA sector reflects where India is in its financial development journey, not a

regulatory failure to be corrected by restricting distributors.

FIFA's forthcoming White Paper will address this with detailed international evidence.

4. Restricting MFDs Creates an Advice Gap — Not Better Advice

When the United Kingdom banned commissions in financial advice through its Retail
Distribution Review, the number of financial advisers fell significantly. Advice became
expensive. Lower and middle-income investors — precisely those who needed guidance most
— found they could no longer access or afford it. The FCA named this the 'Advice Gap' and has
been working to solve it ever since, including by creating new categories of lower-complexity
guidance providers.

Australia had a similar experience. Increased compliance requirements led to a dramatic
reduction in adviser numbers, with advice becoming concentrated among wealthier clients.

India has 23 crore mutual fund folios. The large majority of those investors were
brought into the financial system by a distributor who visited them, explained what a
SIP was, and helped them start investing — often in a Tier 2 or Tier 3 city. Regulatory
changes that remove that distributor from this relationship do not produce better
outcomes for those investors. They produce no financial guidance at all.
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5. What FIFA Supports — and What It Does Not

FIFA supports investor protection — and the ultimate test of any regulatory change is whether
investors are genuinely better off as a result.

FIFA supports:

* Ease of doing business by reduction of compliance

Allowing Hybrid Model for Individuals just as it is allowed for corporates: Do
allow Individuals to offer both Advisory Based as well as Commission based services
with client / product level segregation leaving the choice to investor.

Functional nomenclature enforcement: A principle-based rule — RIAs as Fee based
Advisors and MFDs as Commission Based Advisors

FIFA does not support:

Converting a suitability compliance obligation into a regulated advisory service through
regulatory interpretation.
Imposing the full/limited IA compliance framework — designed for independent fee-

charging advisers — on a distribution model that serves a fundamentally different
function for India's investor base.

Regulatory changes whose practical effect would reduce financial access for the very
investors the regulation is designed to protect.

6. Notice of Forthcoming White Paper

FIFA will shortly submit a detailed White Paper to the Working Group. It will provide the
evidence base for the position stated here: data on India's B30 investor base; a comparative
analysis of global regulatory models; evidence on what actually drives adviser growth in mature

markets; and a detailed proposed regulatory framework for MFDs that addresses investor
protection concerns proportionately.
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We respectfully request the Working Group to await this submission before finalising its
recommendations on the structural questions before it.

We remain available at any time to assist the Working Group's deliberations, and would welcome

the opportunity to present our White Paper findings directly to the Working Group if that would
be helpful.

Yours faithfully,
Dhruv Mehta | Chairman

Foundation of Independent Financial Associates (FIFA)
Roopa Venkatakrishnan | Secretary
Foundation of Independent Financial Associates (FIFA)

Rahimtoola House, 3™ Floor, 7, Homji Street, Fort, Mumbai 4000 01. E-mail: response@fifaindia.org
C. I. N. - U74990MH2012NPL226953 — Website — www.fifaindia.org 5



FIFA May 2026

Submission of Comparative
Analysis of Compliance Obligations
- dated 8™ May 2026




‘\“\,iuuzm Fity,

¢3
0
t/
S
&

FOUNDATION OF INDEPENDENT FINANCIAL ASSOCIATES

Formerly known as Foundation of Independent Financial Advisors

0UNDAY,
4
$31y1908°

FIFA

Date: 08" May, 2026

To,

Mr. B. Rajendra

Chairman —Working Group

Securities and Exchange Board of India- SEBI
Mumbai. Director — SEBI

Sub.: Point-by-point comparison of applicable compliance requirements for Investment

Advisers and Mutual Fund Distributors.

Ref.: Email dated May 05, 2026 sent by the Securities and Exchange Board of India
(“SEBI”).

Dear Sir,

1. Wearewritingin response toyouremaildated May 05, 2026, requesting a point-by-point
comparison of the applicable compliance requirements for Investment Advisers (“lAs”)
and Mutual Fund Distributors (“MFDs”) (“Comparative Analysis”), as advised by the
Chairman of the Working Group for Review of Regulatory Framework for MFDs

(“Working Group”).

2. In this regard, kindly note that the Comparative Analysis is enclosed herewith as
Annexure A. The Comparative Analysis has been prepared on the basis of the following
regulatory framework: (a) SEBI (Investment Advisers) Regulations, 2013; (b) Master
Circular for Investment Advisers dated February 06, 2026; (c) Frequently Asked
Questions (“FAQs”) for SEBI-registered Investment Advisors dated August 14, 2025; (d)
SEBI (Mutual Funds) Regulations, 2026; (e) FAQs for Mutual Fund Intermediaries dated
September 24, 2024; (f) Master Circular for Mutual Funds dated March 20, 2026,
effective from April 01, 2026; (g) Master Circular for Mutual Fund Distributors dated
January 14, 2026; (h) FAQs on Mutual Fund Distributors Due Diligence Process; and (i)
FAQs on Do’s and Don’ts for MFDs.
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3. The Comparative Analysis has been divided into fifteen (15) categories of compliance
requirements. For each category, the applicable IA and MFD requirements are set out
with specific regulatory references, along with a separate column identifying the

distinctions between the two.

4. We welcome any comments / suggestions by the Working Group on the Comparative
Analysis and remain available to assist the Working Group in any manner it may deem

appropriate.

Yours faithfully,

Dhruv Mehta
Chairman
Foundation of Independent Financial Associates (FIFA)

_______________________________________________________________________________________________________________
Rahimtoola House, 3 Floor, 7, Homji Street, Fort, Mumbai 4000 01. E-mail: response@fifaindia.org
C. I. N. - U74990MH2012NPL226953 — Website — www fifaindia.org



DENT £,
N Iy,
o 4y,

W g
S

F0UNDAY,,
N
$3191905%

FOUNDATION OF INDEPENDENT FINANCIAL ASSOCIATES

Formerly known as Foundation of Independent Financial Advisors

Draft for discussion Only
Privileged and Confidential

Parameter

ANNEXURE A:

Compliance requirement for IAs

(“MFDs”)

Compliance requirement for MFDs

COMPARITIVE ANALYSIS OF THE APPLICABLE COMPLIANCE REQUIREMENTS FOR INVESTMENT ADVISERS (“IAs”) AND MUTUAL FUND DISTRIBUTORS

Distinction (if any)

I. REGISTRATION

T Mandatory
registration.

No person shall act as an IA or hold
itself out as an IA unless a certificate of
registration has been obtained from
SEBL.!

The application for registration is to be
made as per Form A? along with a non-
refundable application fee.?

No person shall engage in selling or
marketing of mutual fund units unless

(i) registered with Assoiation of Mutual Funds
in India (“AMFI”),

(i) in possession of a valid AMFI Registration
Number (“ARN”), and

(iii) has passed the NISM Series V-A: Mutual
Fund Distributors Certification Examination*
conducted by National Institute of Securities
Markets (“NISM”).®

Once a person has passed the NISM
examination, they may apply for the ARN

IAs are regulated by the
Securities and Exchange Board
of India (“SEBI”) and the
Investment Adviser
Administration and Supervisory
Body (“IAASB”).

MFDs are registered with AMFI.

! Regulation 3(1), SEBI (Investment Advisers) Regulations, 2013 (“IA Regulations”).
? See First Schedule of the IA Regulations.

3 See Second Schedule of the IA Regulations.
4 Relaxation for persons under ‘Grandfathered’ Category, please see Regulation 4(3), SEBI (Certification of Associated Persons in the Securities Markets) Regulations, 2007.

5 Para 1.1.1, Master Circular for MFDs dated January 14, 2026 (“Master Circular for MFDs”)
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Parameter Compliance requirement for I1As Compliance requirement for MFDs Distinction (if any)

through AMF| website along with applicable
registration fees.®

2 Nomenclature. A condition for granting certification as an | ¢ MFDs name and tagline must be displayed | MFDs bear the additional tagline
IA, is to mandatorily use the term together in a clear and legible font size. display obligation that IAs do not.

‘Investment Adviser’ in it 7
nvestment Adviserin fts name e MFDs must display the tagline “AMFI-

registered Mutual Fund Distributor”, along
with the ARN code in a clear and legible font
size (minimum 12) in all forms of
communications.

e Every MFD, while dealing in distribution of
securities, should clearly specify that he /she
is acting as an MFD.

e MFDs shall not use terms such as
Adviser/Advisor/Financial Adviser/
Investment Adviser/Wealth Adviser/Wealth
Manager etc. AMFlI has provided an
illustrative  list of acceptable and
unacceptable names for MFDs.?

3. Empanelment  with | No specific requirement to empanel with | Obtaining ARN does not by itself authorise an | |1As require no product-
Product any product manufacturer. MFD to sell any mutual fund scheme. The MFD | manufacturer empanelment and
Manufacturers. must separately be formally empanelled with | may provide investment advice on

¢ Para 1.2.2, Master Circular for MFDs.
7 Regulation 13(c), IA Regulations.
8 Paras 1.3 and Para B.5(g), Section II, Chapter 7, Master Circular for MFDs.
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Compliance requirement for MFDs Distinction (if any)

Parameter Compliance requirement for I1As

each individual AMC before promoting or selling
that AMC’s schemes. Transactions underanon-
empanelled ARN are processed under Direct

securities without prior approval
from any issuer or manufacturer.
MFDs must hold a valid ARN and

Plan with no commission.® separately obtain formal
empanelment with each AMC
before distributing that AMC’s
schemes. Transactions submitted
under a non-empanelled ARN are
processed as Direct Plan
transactions with no commission

payable.
Il. QUALIFICATION & CERTIFICATION
4. Mandatory Individual IA / principal officer / persons | Al MFDs and persons engaged in|e |As must hold a minimum
Examination. associated with investment advice must | selling/marketing mutual fund units must pass graduate qualification and pass
hold minimum graduate qualification' and | NISM-Series-V-A: Mutual Fund Distributors two NISM certifications, namely
NISM-Series-X-A:  Investment  Adviser | Certification Examination.' Series X-A (Level 1) and Series X-
(Level 1) Certification and NISM-Series-X- B (Level 2).

B: Investment Adviser (Level 2)

Certification. e MFDs must pass one NISM

certification, namely Series V-A.

? Para 4.1.1, Master Circular for MFDs.

19 As specified under Regulation 7(1), IA Regulations.

! Regulation 7(1), IA Regulations; Para 3(i) of the Notification by NISM dated January 02, 2025.
12 Para 1.1.1, Master Circular for MFDs.
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Parameter

Compliance requirement for I1As

Compliance requirement for MFDs

Distinction (if any)

6. Supplementary
Certification
(Product-Specific).

s Renewal / Continuing
Certification.

e No

product-specific
certification prescribed.

supplementary

e However, for products and services

offered by the IA that do not fall within
SEBI's regulatory purview, the IA shall
make an appropriate disclosure and
obtain an undertaking from the client
acknowledging that no recourse against
SEBI would be available in the event of
any grievance."

NISM certification must be renewed before
expiry or within three (3) years of date of
registration certificate. A compliance
officer for non-individual IAs must hold
NISM-Series-X-A, X-B, X-C (renewal) and
NISM-Series-III-A."

MFDs that intend to distribute Specialized
Investment Fund (“SIF”) products must
additionally pass NISM-Series-XIll: Common
Derivatives Certification Examination and
separately register as an SIF Distributor with
AMFI."

ARN and EUIN validity (3 years) is co-terminus
with NISM Series V-A certification validity.
ARN/EUIN can only be renewed after NISM
certification is renewed. Non-individual MFDs
must have at least one employee with a valid
EUIN at all times.™®

MFDs are required to obtain an

additional certification for SIF
product distribution, namely NISM-
Series-Xlll, and must register

separately as an SIF Distributor
with AMFI. No equivalent product-
category based supplementary
certification is prescribed for I1As.

Both IA and MFD frameworks
require timely renewal of the
relevant certification as a condition
of continued operation. On ARN
lapse, trail commission is withheld
from the date of expiry and forfeited
permanently if the ARN is not
renewed within three months. This

consequence flows from the
contractual terms of AMC
empanelment and is a direct

13 Para 1(xi)(b), Master Circulars for Investment Advisers dated June 27, 2025 (“Master Circular for IAs”).
14 Para 3.2, Master Circular for MFDs.

15 Regulation 7(2), IA Regulations; Para 1(v)(c), Master Circular for IAs .

19 Paras 1.10 and Para 5.3i Master Circular for MFDs.
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19 Chaatcr 20D, Master Circular for MFDs.

Parameter

Compliance requirement for I1As

Compliance requirement for MFDs

Distinction (if any)

NET WORTH / DEPOSIT

Regulatory Deposit.

REQUIREMENTS

e An IA is required to maintain deposit
based on the maximum number of
clients on any day of the previous
financial year, as under:"’

- Upto150clients: Rs. 1 lakh.

- 151 to 300 clients: Rs. 2 lakhs.

- 301 to 1000 clients: Rs. 5 lakhs.

- 1001 and above clients: Rs. 10 lakhs.

No regulatory deposit is prescribed for MFDs.

incentive for timely renewal rather
than a punitive regulatory measure.

IAs are subject to a minimum
financial soundness requirement
as a condition of registration. No
equivalent net worth or capital
requirement is prescribed for
MFDs, as they act as agents of
mutual funds rather than advisers.

V.

FIDUCIARY DUTY & GENERAL OBLIGATIONS

Standard of care.

IA must act in a fiduciary capacity towards
its clients and disclose all conflicts of
interest as and when they arise.®

e The Code of Conduct for MFDs' requires the
MFDs to demonstrate the core values of
being a fiduciary by establishing
professional standards in their dealings with
investors, Asset Management Companies
(“AMCs”) and other MFDs.

Both I1As and MFDs have fiduciary
duties towards their clients and
shall disclose any conflict of
interests as and when they arise.

17 Para 1(iv)(a), Master Circular for IAs.

18 Regulation 15(1), IA Regulations; Section VIII: Annexures, Annexure A(3), Master Circular for [As.
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Parameter Compliance requirement for I1As Compliance requirement for MFDs Distinction (if any)

e MFDs must consider investor interest as
paramount and exercise due diligence,
proper care, and independent professional
judgment in the best interest of the investor.

e Financial incentive shall not form the basis
for recommending any particular scheme.

10. | Third-party IAs to not receive any consideration by way | e MFDs are paid only trail commission by the | e IAs must receive only direct
compensation. of remuneration/compensation or in any AMC and such commission can be paid only client fees and are prohibited
other form from any person other than the in monetary terms.?' from third-party compensation.

client being advised, in respect of the
underlying products or securities for which
advice is provided.?®

e Payment of incentives in any other form to | ¢ MFDs receive only third-party
MFDs which is not in the form of trail commission (from
commission is not permitted.?? AMC/scheme) and are

prohibited from receiving any

e On any digital platform, the MFD must i ceniive otharform.

disclose that the scheme is a Regular Plan
involving payment of commission.?®

11. | Arms-length e |A must maintain an arms-length |e If an entity is acting as an MFD for a client, | Equivalent structural obligation: (i)
relationship & Client- relationship  between investment then it cannot provide Direct Plans to the | IAs cannot distribute and provide
level segregation. advisory activities and other activities. client.?” advisory services to the same

client; (i) MFDs cannot charge

20 Regulation 15(2), IA Regulations; Para 1(iii), Master Circular for [As.
21 Para 5.1.1, Master Circular for MFDs.

22 Para 5.1.1, Master Circular for MFDs.
23 Para 4(f), Section II(B), Chapter 7, Master Circular for MFDs.

27 Chagtcr 9' L Master Circular for MFDs.
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Compliance requirement for MFDs Distinction (if any)

Compliance requirement for I1As

Parameter

advisory fees (only trail
commission). Both face client-level
segregation obligations.

Where an MFD is also registered as a stock
broker/portfolio management services/non-
individual 1A, client-level segregation
between advisory and distribution must be
maintained at the entity and group level.?

e Advisory services by IAs mustbe clearly | e
segregated from all other activities.?

e An individual IA is not permitted to
provide distribution services.?

e The family of an individual IA is
prohibited to provide distribution
services to the client advised by the
individual 1A.%®

e In case a stock broker/non-individual
IA/PMS is offering distributor service to the
client, they can offer only Regular Plans for
that client using their distributor

e Foranon-individual IA: code/ARN.?

- Client-level segregation at the group
level for providing IA services and
distribution services is mandatory.

- The same client cannot be offered

In case a stock broker/non-individual
IA/PMS is offering advisory service to the
client, they can execute/invest only in direct
plans of Mutual Funds for that client using

i 30
both advisory and distribution their Broker/IA/PMS code.

services within the group of the non-
individual entity

- A client can either be an advisory
client  where no distributor
consideration is received at the

24 Regulations 15(3), 15(4), IA Regulations.

23 Regulations 22(1), IA Regulations.

26 Regulations 22(2), IA Regulations.

2% Chapter 9, Master Circular for MFDs; Regulation 22, IA Regulations.

2% Chapter 9(2)(a), Master Circular for MFDs.
30 Chapter 9(2)(b), Master Circular for MFDs.
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Parameter

Compliance requirement for I1As

Compliance requirement for MFDs

Distinction (if any)

group level or distribution services
client where no advisory fee is
collected from the client at the
group level.

12. | Own-Account dealing
restriction.

13. | Confidentiality.

IA shall not enter into transactions on its
own account which are contrary to advice
given to clients for a period of 15 days from
the date of such advice. An exception
applies only if the IA gives revised
assessment to the client at least 24 hours
in advance.®

Investment adviser shall not divulge any
confidential information about its client,
exceptwith prior permission of the client or
where disclosure is required by law.*

No equivalent restriction is prescribed for
MFDs.

MFDs shall maintain confidentiality of all
information relating to AMCs and investors.

MFDs shall not share or publish investor
information without prior written consent of
the AMC/investor.

MFDs shall not share data with group
companies for cross-marketing purposes.

MFDs shall comply with Data Sharing
Principles prescribed by AMFI and
applicable personal data protection laws.*

Equivalent obligation: The standard
for MFDs is more operationally
detailed and the AMFI Code
expressly prohibits Cross-
marketing data sharing with group
companies.

31 Regulation 15(7) and the proviso thereto, IA Regulations.
32 Regulation 15(6), IA Regulations.
33 Paras B.2(f) to (g), Section II, Chapter 7, Master Circular for MFDs.
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Compliance requirement for I1As

Compliance requirement for MFDs

Distinction (if any)

15

Risk
obligation.

profiling

V. SUITABILITY & RISK PROFILING

IA must have a process for assessing
the risk a client is willing and able to
take.

Where tools are used for risk profiling,
such tools must be fit for purpose and
limitations identified.

Questionnaires must be fair, clear, not
misleading, not vague, not complex,
and not leading.

Risk profile must be communicated to
client after assessment. Client
information and risk assessment must
be updated periodically.**

In order to determine the suitability of the
mutual fund schemes being recommended
to the clients, MFDs are expected and
obligated to do risk profiling of their clients,
in order to make a reasonable assessment of
the client’s risk appetite, investment needs
and objective.*®

Where the MFD categorises a transaction as
‘Execution Only’, the MFD must issue a
written communication to the investor
regarding unsuitability and obtain investor
confirmation prior to execution.®

The IA framework mandates a
detailed, documented, multi-
factor risk profiling process with
prescribed questionnaire
standards and periodic updates.

Under the MFD framework, where
a transaction is categorised as
advisory, the MFD must assess
and document the investor’s risk
appetite as the basis for the
recommendation.

Where a transaction is
categorised as ‘Execution Only’,
the MFD is required to issue a
written communication to the
investor noting the unsuitability
of the transaction and to obtain
the investor’s written
confirmation before proceeding.

The Execution only classification
does not dispense with investor

34 Regulation 16, IA Regulations; Clause 2.2, Master Circular for IAs..
33 Serial No. 12 of the Frequently Asked Questions on Mutual Fund Distributors Due Diligence Process (“FAQs on MFDs DDP™)
3 Paras 16.6.1, Master Circular for Mutual Funds dated March 20, 2026, effective April 01, 2026 (“Master Circular for MFs”).
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Compliance requirement for I1As

Compliance requirement for MFDs

Distinction (if any)

16. | Suitability
assessment.

IA must ensure:

That the advice is appropriate to the
client’s risk profile and meets the
client’s investment objectives;

- It understands the nature and risk of

products or assets selected for
clients;

- A documented process for selecting

investments based on the client’s
objectives and financial situation is
mandatory;

- Suitability for non-individual clients

must be based on the investment
policy approved by the client’s
board/management.®’

- That suitability assessment records

must be maintained under

In order to assess suitability of the Mutual
Fund scheme being marketed, the MFDs
should seek information from their clients
about their financial status, investment
experience and investment objectives.*

Where a distributor represents to offer
advisory services, it shall be subject to the
principle of ‘appropriateness’ of products to
that customer category.*°

protection. It requires affirmative
investor consent in the face of a
suitability concern.

The IA suitability framework
requires assessment against
four documented criteria,
namely investment objectives,
risk tolerance, risk capacity,
and the investor’s experience
and knowledge.

The MFD advisory standard
requires that any
recommendation remain within

the upper ceiling of the
investor’s assessed risk
appetite, with no exception

permitted. For non-individual
investors, suitability must be
referenced to the investment

policy approved by the
investor’s board or
management.

37 Para 1(xv) of Master Circular for [As.
39 Para B.2(d), Section II, Chapter 7, Master Circular for MFDs.
40 Appropriateness is defined as selling only that product categorization that is identified as best suited for investors within a defined upper ceiling of risk appetite. No exceptions are
permitted. See Para 16.6(d), Master Circular for MFs.
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