IN THE
CLASSROOM

Index funds are
getting popular
with investors
as they offer

a simple and
low-cost way
to gain expo-
sure to a broad

i .

and diversified
partfolio.

=

WHAT IS AN INDEX
FUND?

An index fund is a

type of mutual fund or
exchange-traded fund
(ETF) that tracks the
performance of a market
index by buying the same
stocks or bonds as the
index. These funds aim to
replicate the investment
returns of particular
benchmark indices by
holding a securities port-
folio that closely mirrors
the index’s composition.
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WHAT ARE THE EQUITY
INDEX FUNDS IN INDIA?

The Indian market has several
equity-oriented index funds.
Some popular index funds are
based on broad indices — Nifty
50, S&P BSE Sensex, Nifty 100,
Nifty Midcap 150, Nifty Smallcap
250, Nifty 500 and the Nifty
Total Market Index; and themat-
ic indices based on IT, pharma,
consumption. manufacturing,
defence, among others. There are
international index funds as well,
which are based on the Nasdaq
100 and the S&P 500.

Mutual Fund

An investor education and
awareness initiative

Mutual Fund investments

For Know Your Customer (KYC) guidelines along with the documentary
requirements and procedure for change of address, phone number, bank
details, etc., please visit the Education and Guidance section on
www.invescomutualfund.com. Investor should deal with only SEBI registered
Mutual Funds, details of which can be verified under "Intermediaries/Market
Infrastructure Institutions™ on https://www.sebi.gov.infindex. himl. For any
grievance [/ complaint, please call us on 1800-209-0007 or write 1o us at
miservices@Invesco.com. Alternatively, complaints can be registered on the
SEBI SCORES Portal at hitps://scores.gov.in

read all scheme related documents carefully.

are subject to market risks,

WHO SHOULD INVEST
IN THESE SCHEMES?

Index funds work well

for first-time investors in
mutual funds who are keen
to invest in equity, want to
keep things simple and want
a low-cost product but do
not know which scheme to
choose or how to go about
the process, or do not have
access to an advisor. It also
warks well for investors with
a long-term horizon of over
ten years who do not want
the risks associated with
active equity funds, such as
changes in the fund manager
or fund objective during a
scheme's life cycle, which
could affect its performance.

FOR WHOM ARE THESE
FUNDS NOT SUITABLE?

Indices are rigid portfolios of
cecurities. Even a fund man-
ager has no control over the
holdings and cannot exit or
add a company if they believe
the fundamentals are in fa-
VOur or vice versa. Aggressive
equity investors who want to
generate alpha in their portfo-
lios may not be satisfied with
bare index returns. Such inves-
tors who are comfortable with
higher risk and can actively
manage their equity portfolio
based on changes happening
in the environment can stay
away from index funds.
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