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When deciding between investing in an NFO or an IPO, it is essential to understand that an IPO 
offers shares of a company to the public for the first time, while an NFO is a new mutual fund 
scheme launch period aiming to pool investor money into various securities as per the investment 
objective. 

Key Takeaways 

• IPOs offer company shares, while NFOs offer mutual fund units. 

• IPO prices vary; NFO units have fixed launch prices. 

• Risk and ownership structures differ significantly. 

• Consider your investment objectives before choosing. 

What is an IPO? 

An Initial Public Offering, commonly known as an IPO, is the process through which a privately 
held company offers its shares to the general public for the first time. This marks the company’s 
transition from being privately owned to publicly traded on a stock exchange. 
The primary purpose of an IPO is to raise capital for fund expansion, pay off debts, or invest in new 
projects. When investors purchase shares during an IPO, they become partial owners of the 
company and gain certain rights, such as voting on corporate matters and receiving dividends if 
declared. 
The price at which IPO shares are offered is not arbitrary; it is carefully determined through a 
combination of factors including the company’s overall valuation, the current market 
environment, and the demand observed during the subscription period. 
This price-setting process often involves underwriters who help gauge investor interest and ensure 
a fair and successful offering. An IPO can provide significant opportunities for investors to 
participate early in a company’s growth journey, but it also carries risks due to market volatility 
and the uncertainties of a newly listed entity. 

What is an NFO? 

A New Fund Offer (NFO) marks the launch of a new mutual fund scheme by an asset management 
company (AMC). During an NFO, investors can purchase units at a new fund offer price, usually set 
at a nominal value like ₹10 per unit. Unlike IPO shares, which fluctuate in price based on market 
demand and company valuation, the unit price during an NFO remains constant until the fund 
begins active trading. 
The money pooled from investors is then invested in a diversified portfolio of financial instruments 
such as equities, bonds, or a mix of asset classes, depending on the fund’s investment objectives. 
To understand why NFOs are important first grasp what mutual funds are. Investing in an NFO 
allows investors to participate at the ground level of a new scheme, managed professionally by 
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experienced fund managers. 
This provides an easy way to diversify a portfolio without having to pick individual stocks or 
bonds, helping spread risk and potentially enhancing returns over time. Moreover, NFOs often 
appeal to investors seeking new market opportunities or specific investment strategies that align 
with their financial goals. Before investing, it’s also wise to understand the advantages of investing 
in mutual funds to ensure they fit your financial plan. 

Similarities Between IPOs and NFOs 

Both IPOs and NFOs offer investors an opportunity to invest in a fresh financial product with 
growth potential. They have a fixed subscription window and allow early investors to participate in 
new investment opportunities. If you’re new to mutual-fund launches, it’s a good idea to learn 
what an NFO is. However, IPOs and NFOs differ fundamentally in structure, risk, and the asset 
classes they represent. 

Key Differences: IPO vs NFO 

Aspect IPO NFO 

What you buy Shares of a company Units of a mutual fund scheme 

Price 
determination 

Market-driven share price Fixed NAV during launch 

Ownership Partial ownership of a company 
No direct ownership; pooled 
investment 

Risk 
Depends on company’s market and 
fundamentals 

Depends on mutual fund’s asset 
allocation 

Regulatory body SEBI SEBI 

  

How to Invest in an IPO or NFO 

IPO (Initial Public Offering): 

To invest in an IPO, you need a Demat and trading account. Apply during the subscription period 
through your broker’s platform or via ASBA using net banking. If allotted, shares are credited to 
your Demat account; if not, your funds are unblocked. 

NFO (New Fund Offer): 

To invest in an NFO, apply through the mutual fund’s website or a registered distributor. You just 
need to be KYC-compliant. Units are allotted after the NFO closes, typically at ₹10 per unit. 

Both have limited subscription windows, so act within the deadline. 
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Pros and Cons of IPOs vs NFOs 

IPOs: 

• Pros: Provide the opportunity for potentially high returns if the company experiences 
significant growth and success. Investors gain partial ownership in the company, which 
may include voting rights and dividends, aligning their interests with the company’s long-
term performance. 

• Cons: IPO investments can be highly volatile, with share prices subject to sharp 
fluctuations shortly after listing. There is also the risk that the company may underperform 
or fail to meet market expectations, which can lead to losses for investors. 

NFOs: 

• Pros: Offer professional fund management by experienced portfolio managers, providing 
investors with a diversified portfolio that helps spread risk across various assets. NFOs give 
access to new investment themes or strategies that may not be available through existing 
funds. 

• Cons: The performance of an NFO is subject to market fluctuations and the fund 
manager’s decisions, which means returns are not guaranteed. 

If you're evaluating an NFO for your portfolio, once you understand NFOs, explore how to invest in 
mutual funds for a broader perspective. to see how they fit with other available options and 
investment styles. 

Which Option Is Right for You? 

Choosing between an IPO and an NFO depends on your investment goals, risk appetite, and 
understanding of the product. If you prefer equity ownership and can tolerate volatility, IPOs may 
suit you. For diversification and professional management, NFOs can be a better option. 

Conclusion 

Both IPOs and NFOs offer distinct investment opportunities, each catering to different investor 
needs and financial objectives. Understanding their key differences including ownership structure, 
risk profiles, and pricing mechanisms empowers you to make well-informed decisions that align 
with your long-term investment goals and risk tolerance. 

Frequently Asked Questions (FAQs) 

1. What is the main difference between an IPO and an NFO? 

An IPO is a company selling shares to the public, while an NFO is a mutual fund scheme launch 
offering units for investment. 

2. Can retail investors subscribe to both IPOs and NFOs? 
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Yes, retail investors can participate in both IPOs and NFOs through appropriate channels. 

3. Which carries higher risk: IPOs or NFOs? 

IPOs typically carry higher risk due to company-specific factors, whereas NFO risks depend on the 
mutual fund’s asset allocation. 

4. How are IPO share prices determined versus NFO NAVs? 

IPO prices depend on market demand and company valuation, while NFO NAV is fixed during the 
launch. 

5. What fees should I watch out for in an NFO? 

Look for exit loads, and expense ratios which may affect returns. 

6. Is it better to invest in a well-established IPO or a new mutual fund launch? 

It depends on your risk tolerance and investment goals; established IPOs may offer stability, while 
NFOs provide diversification through managed funds. 

  

Disclaimers 

Investors may consult their Financial Advisors and/or Tax advisors before making any investment 
decision. 

These materials are not intended for distribution to or use by any person in any jurisdiction where 
such distribution would be contrary to local law or regulation.  The distribution of this document 
in certain jurisdictions may be restricted or totally prohibited and accordingly, persons who come 
into possession of this document are required to inform themselves about, and to observe, any 
such restrictions. 

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED 
DOCUMENTS CAREFULLY. 
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