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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. Your neighbour said ñI told you 

so.ò Your brother-in-law or friend said ñget out now.ò And you 

started wondering - did I 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 is the loudest voice in the room. The MFDôs job is 

to hold the clientôs hand firmly and say -ñDo not do anything right 

now. Let us talk first.ò

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 ñI want to redeem everything,ò what they are really saying 

is ñI am scared.ò The MFDôs job is to address the fear - not just 

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 retail 

investorôs portfolio. The MFD must be honest about this - even 

when the client is excited and wants to chase the trend.
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Switching Is Not a Solution ð 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 is it simply because the last three monthsô return is negative? 

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 

regularly wins the clientôs trust for life. A simple WhatsApp 

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 

ARIAôsRepresentation Dated 7 May 

2026
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Submission of Comparative 

Analysis of Compliance Obligations 

- dated 8 th May 2026
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