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Abstract 

Indian mutual fund has gained a lot of recognition from 

the past few years. Previously only UTI enjoyed the 

domination in this commerce but with the way of time many 

new players entered the market, due to which the UTI 

domination breaks down and the industry faces a relentless 

opposition. As the time passes this industry has become a 

ring word in the Indian financial system. So it is very 

important to know the investors’ information about this 

industry. The present study analyses the mutual fund 

investments in family member to investor’s behavior. 

Investors’ opinion and awareness has been studied relating 

to various issues like type of mutual fund scheme, main 

objective behind investing in mutual fund scheme, role of 

financial advisors and brokers, investors’ judgment 

relating to factors that attract them to invest in mutual 

funds, sources of information, deficiency in the services 

provided by the mutual fund managers, challenges before 

the Indian mutual fund industry etc.   

Keywords: Mutual Funds, Domination in Commerce, 

Brokers, Investors 

I. INTRODUCTION 

From its beginning the growth of mutual funds is 

very slow and it took really long years to evolve the 

modern day mutual funds. Mutual Funds emerged for 

the first time in Netherlands in the18th century and 

then got introduced to Switzerland, Scotland and then 

to United States in the 19th century. The main motive 

behind mutual fund investments is to deliver a form 

of diversified investment solution. Over the years the 

idea developed and people received more and more 

choices of diversified investment portfolio through 

the mutual funds. In India, the mutual fund concept 

emerged in 1960. The credit goes to UTI for 

introducing the first mutual fund in India. But with 

the coming up of mutual funds, which were handled 

by efficient fund managers, the investment risks were 

lowered by a great extent. With the passage of time 

many new mutual funds emerged. Not only this, the 

methods and ways of selling these funds also changed 

with time. But, the growth of mutual funds has not 

stopped. It is continuing to evolve to a better future, 

where the investors will get newer opportunities 

The currently common mode of community 

investments, mutual funds have taken time in coming 

to India, while these have been a principal feature for 

the last several years in the investment markets in the 

west and in the country of their origin, in USA they 

have become as ancient as money itself. Their slow 

coming into the country is due essentially to the Unit 

Trust of India having dominated the scene as the only 

establishment of its kind all this time. After two 

decades of UTI monopoly some public sector 

organizations like LIC (1989), GIC (1991), SBI 

(1987), Can Bank (1987), and India Bank (1990) 

have been permitted to set up mutual funds. The 

important characteristics of mutual funds are: 

1. Investors purchase mutual fund shares from the 

fund itself (or through a broker for the fund) as an 

alternative of from other investors on a secondary 

market, such as the New York Stock Exchange or 

Nasdaq Stock Market.  
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2. The price that investors pay for mutual fund 

shares is the fund's per share net asset value (NAV) 

plus any shareholder fees that the fund imposes at the 

time of purchase (such as sales loads)  

3. Mutual funds normally create and sell new 

shares to hold new investors. In other words, they sell 

their shares on a continuous basis, although some 

funds stop selling when, for example, they happen to 

too large.  

4. The investment portfolios of mutual funds 

typically are managed by break up entities known as 

"investment advisers" that are registered with the 

SEC  

Objectives of the Study  

The Indian mutual fund industry is a very large 

industry consisting of number of investors. In this era 

of competition different investor’s have different 

investment objectives. As the human behavior is 

unpredictable, this study helps in finding out the 

necessary facts regarding investors’ opinion and 

perceptions regarding mutual fund investment. The 

main objectives of the study are:  

1. To study the growth of mutual fund industry in 

India.  

2. To investigate the investors information and 

sensitivity regarding investing in mutual funds.  

3. To find out the investors judgment about major 

deficiencies in the working of the mutual fund 

industry  

4. To find out the suggestions from the investors that 

can help in plugging out these deficiencies. 

II. LITERATURE REVIEW 

A Mutual Fund is a trust that pools the savings of 

a number of investors who share a common financial 

goal.  The money thus collected is then invested in 

capital market instrument such as shares, debentures 

and other securities.  The income earned trough these 

investments and the capital appreciation realized is 

shared by its unit holders in proportion to the number 

of units owned by them.  Thus a Mutual Fund is the 

most suitable investment for the common man as it 

offers an opportunity to invest in a diversified, 

professionally managed basket of securities at a 

relatively low cost.  The flow chart below describes 

broadly the working of a mutual fund: 

Much of the empirical research on mutual funds 

has not given any significant contribution for the 

mutual fund investor. Unfortunately many mutual 

fund investors have probably never heard about these 

research results or their implications. They have 

heard some rules of thumb guidelines from their 

brokers or peers about how to select a particular fund. 

The purpose of this present study is to identify the 

selection cntena; investors seem to use in selecting a 

mutual fund institution that suits the investor’s 

investment objective and also to identify the factors 

that are responsible for the selection of schemes 

floated by these organizations. Further it attempts to 

identify the reactions from the respondents' namely 

mutual fund unit holders of Chennai, Murnbai, Pune 

and Delhi towards the performance of the different 

schemes. The researcher has employed interview 

schedule for the collection of data to elicit views of 

the Mutual Fund investor. A separate questionnaire is 

used to get the opinions of the Fund managers and 

professionals. 

The researcher has collected the names and 

addresses of the uncut holders from the respective 

mutual fund head quarters and applied convenient 

sampling method for the analysts’ purpose. However, 

utmost care was taken to have representative sample 

and it was restricted to 300. One hundred each from 

UTI Mutual fund, CANBANK Mutual Fund and LIC 

Mutual Fund and 9 Mutual Fund managers 3 each 

from the respective Institutions. 

Wall Woerheide (1982) in hire search note 

entitled "Investors response to the suggested criteria 

for the selection of mutual funds", termed the net 

sales ratio as the efficient market criteria. The Net 

sales ratio defined as the net proceeds from the sales 
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of shares, plus the net asset value of shares Issued in 

payment of dividends and other distributions such as 

rights and bonuses to shareholders, less the cost of 

shares redeemed, divided by the total assets at the 

start of the year. 

He selected this definition for his empirical study 

because it is used in previous research by Carlson, 

R.S In has work "Aggregate performance of Mutual 

Funds, 1948- 1967"', Friend, Irwin, 'Marshall Blume, 

and Jean crocket "Mutual Funds and other 

Institutional Investors"- A New Perspective (1970)' 

and Mc Donald, John G (1974) "Objectives and 

Performance of Mutual Funds", 1960-1969.' 

Gupta (1994) made a household investor survey 

with the objective to provide data on the investor 

preferences on mutual funds and other financial 

assets. The findings of the study were more 

appropriate, at that time, to the policy makers and 

mutual funds to design the financial products for the 

future. 

Sujit Sikidar and Amrit Pal Singh (1996) carried 

out a survey with an objective to understand the 

behavioral aspects of the investors of the North 

Eastern region towards equity and mutual funds 

investment portfolio. The survey revealed that the 

salaried and self employed formed the major 

investors in mutual fund primarily due to tax 

concessions. UTI and SBI schemes were popular in 

that part of the country then and other funds had not 

proved to be a big hit during the time when survey 

was done. 

UTI could do this nearly for three decades (1964-

1987) due to its monopoly in the industry. In the 

second phase of oligopolistic competition (1987-

1992), the public sector banks and financial 

institutions entered the field, but with the then 

existing boom condition, it was a smooth sailing for 

the industry. Further, the globalization and 

liberalization measures announced by the government 

led to a paradigm shift in the mind set of investors 

and the capital market environment became more 

unfriendly to retail investors. They had no other 

choice but to turn to MFs to reap the benefits of stock 

market investing. Hence, the need to be innovative in 

designing the product was not felt and investors had 

to choose from among the limited schemes offered. 

During the third phase (1992 hence) the industry was 

thrown open to the private sector and the stage got set 

for competition. 

Madhusudhan V Jambodekar (1996) conducted a 

study to assess the awareness of MFs among 

investors, to identify the information sources 

influencing the buying decision and the factors 

influencing the choice of a particular fund. The study 

reveals among other things that Income Schemes and 

Open Ended Schemes are more preferred than 

Growth Schemes and Close Ended Schemes during 

the then prevalent market conditions. Investors look 

for safety of Principal, Liquidity and Capital 

appreciation in the order of importance; Newspapers 

and Magazines are the first source of information 

through which investors get to know about 

MFs/Schemes and investor service is a major 

differentiating factor in the selection of Mutual Fund 

Schemes. 

Data Collection Methods  

For the purpose of the study two sets of data has 

been used. The first set of data is the primary data. 

This type of data has been collected from the 

investors with the help of a Questionnaire. The 

second set of data used for the study is the secondary 

data. The secondary data relating to net resources 

mobilized by banks and financial institution 

sponsored mutual funds, assets under management, 

investors mix etc is collected for a period of 2010-

2011. This type of data is collected from different 

investment periodicals, magazines, various 

newspapers, RBI reports, AMFI reports, SEBI annual 

reports; securities market reviews, study of existing 

journalism of different authors in the related field etc. 
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Main Objective behind Investing in Mutual Funds  

All investor has one or more objectives behind 

their investments in mutual funds. Exclusive of any 

investment objective, the investment is calculated as 

useless. According to table 1 the main objective of 

the respondents following invest in mutual funds is 

the tax benefits offered by it followed by high return 

and safety of the schemes. Accordingly receiving tax 

benefits from the scheme is the main motive of the 

investors behind their investment in mutual funds 

Table 1 Ranking and scoring of factors considered by investors while investing in mutual funds 

Rank  Expertise  Liquidity   Diversification  Tax benefits  Regular savings  High returns  

1 5(40) 32( 256) 13(105) 48(350) 10(95) 38(315) 

2 5(40) 31(215) 20(145) 42(249) 18(135) 23(169) 

3 15(52) 21(120) 18(132) 43(257) 25(152) 28(158) 

4 10(75) 229(100) 12 (85) 261(128) 42(220) 30(130) 

5 27(80) 29(105) 22(102) 18(95) 24(95) 34(112) 

6 13(65) 29(85) 32(115) 13(76) 30 (92) 16(98) 

7 55(110) 22(49) 38(100) 5(12) 25(51) 14(56) 

8 70(95) 14(25) 44(58) 5(25) 25(48) 17(29) 

Total  200(557) 200(955) 200(842) 200(1192) 200(888) 200(917) 

Ranks   6 2 5 1 4 3 

 

Factors that can win back the investor’s 

confidence to invest in mutual funds. Ahead the 

confidence of the investors is very important for 

winning working of the mutual fund industry. In 

order to support the investor’s confidence to invest in 

mutual funds they must be offered simplicity in 

services, tax benefits, minimum assured returns, 

consistency in performance etc. The study reveals 

that on the basis of qualification, occupation and 

annual family income the main factors that can win 

back the investor’s confidence to invest in mutual 

funds are the minimum assured returns (32.14%) 

followed by transparency (28.58%) and consistency 

(22.44%). Table 2 shows that the demographic 

factors like qualification, age and annual family 

income have no significant relation with the factors 

that win back the investors’ confidence at 5% level of 

significance whereas the age of the respondents have 

significant relation with the factors that win back the 

investors’ confidence. 

 

Table 2 Shows that the demographic factors like qualification, age and annual family income

Demographic factors  D.F  Chi square value  Sig or not sig  

Qualification  14 .345 not sig 

Age  15 .375 not sig 

Occupation  12 .034 Sig  

Annual family income 15 .971 not sig 

 

Features that attract the investor’s most while 

choosing a mutual fund scheme A lot many features 

are available in different mutual fund schemes that 

attract the investors to invest in mutual funds. These 

features may be their past performance, past dividend 

record, stability of returns etc. From the ranks 

assigned by the investors, it is found that, the most 

important feature that attract the investors while 

choosing a mutual fund scheme is the past 

performance of the scheme and the stability of the 

scheme which is followed by the past dividend 

records, the portfolio of the scheme, entry/exit load 

and the fund managers name as exhibited by table 3. 

Table 3 Ranking and scoring of features that attracts 

the investors most while choosing a mutual fund 
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Rank  Post 

performance   

Portfolio    Past 

dividend  

Stability of 

returns  

Funds 

managers name  

Equity/ exit 

load   

1 5(40) 32( 256) 13(105) 46(310) 10(95) 38(315) 

2 7(40) 31(215) 22(125) 44(219) 18(115) 23(169) 

3 13(52) 25(110) 16(102) 43(237) 25(132) 28(158) 

4 17(85) 20(120) 12 (85) 17(128) 42(210) 30(110) 

5 20(80) 27(105) 20(102) 20(115) 24(95) 34(112) 

6 13(25) 28(95) 34(95) 11(66) 30 (92) 16(118) 

7 50(110) 23(49) 36(100) 7(12) 25(51) 14(56) 

8 75(85) 14(45) 42(58) 6(25) 25(58) 17(39) 

Total  200(597) 200(955) 200(772) 200(984) 200(848) 200(1077) 

Ranks   6 3 5 2 4 1 
Sources of Information  

For good and efficient decision making investors 

rely on different sources of information. The sources 

may be newspaper, brokers, tax consultants etc. 

Keeping the investors up to date with the latest 

information is very essential, so that they should be 

aware of different happenings in the mutual fund 

industry. The study reveals that for majority of the 

respondents newspapers (23.97%) are the main 

source of information followed by brokers (28.96%), 

internet (28.96%), and tax consultants (20.86%) and 

friends/relatives (11.74%). Table 4 exhibits that based 

on the chi square tests all the demographic variables 

have no significant relationship at 5% level of 

significance with the respondent’s sources of 

information on which they rely for adequate 

information. 

Table 4 Sources of information (Chi Square Results) 

Factors D.F Chi square Sig or not sig 

Qualification  15 .345 not sig 

Age  13 .175 not sig 

Occupation  12 .034 not sig  

Annual 

income 

14 .871 not sig 

 

Important Factors Considered at the Time of 

Choosing Right Type of Mutual Fund 

A lot many factors are available that are 

considered by the investors before investing in 

mutual funds. These factors are like consistency, 

ability, stability etc. Returns from the funds have a 

great impact on the mind setup of the investors. It is 

found from the study that majority of respondents 

believes that the past performance (39.44%) of the 

scheme is considered as an important element while 

choosing right type of mutual fund scheme. After past 

performance the investors give importance to stability 

(33.59%), consistency (19.34%) and ability (8.63%). 

From table 5 it is clear that all the demographic 

factors like qualification, age, occupation and annual 

family income have no impact on the factors 

considered by the investors before choosing the right 

kind of fund at 5% level of significance. 

Table 5Factors considered at the time of 

choosing right type of mutual fund (Chi Square 

Results) 

Factors D.F  Chi square   Sig or not sig  

Qualification  8 .045 not sig 

Age  8 .175 not sig 

Occupation  12 .014 not sig  

Annual 

income 

13 .231 not sig 

Criteria for Evaluating the Performance of 

Mutual Funds 

The majority of the investors evaluate the 

performance of mutual funds before making 

investment in them. For evaluating the performance 

of different mutual fund schemes, a number of 

methods are available. As per the study, majority of 

the respondents prefer absolute returns of the funds 

(38.10%) and funds return to returns on other similar 

schemes (28.10%) as a criteria for evaluating the 

performance of mutual funds schemes. The study also 

reveals that the least preferred criteria for evaluating 

the performance of any fund is the fund returns to 

market index returns (12%). The chi square values at 

5% level of significance as shown in table 6 reveals 

that all the demographic variables have no significant 
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relationship with the respondent’s criteria for 

evaluating the performance of the mutual funds. 

Table 6 Criteria for evaluating the performance 

of mutual funds (Chi Square Results) 

Factors  D.F  Chi square Sig or not sig  

Qualification  14 .745 not sig 

Age  14 .675 not sig 

Occupation  18 .314 not sig  

Annual 
income 

15 .431 not sig 

 

Suggestions  

 A special column has been provided in the 

questionnaire for suggestions from the 

investors. Many investors took keen interest in 

providing valuable suggestions. On the basis of 

the findings of the study the important 

suggestions are listed below:  

 Mostly the investors are more interested in 

those schemes that can easily provide them 

liquidity. The proposal makers have emphasize 

that the fund managers should invest the 

investor’s money in secure income related 

schemes so that liquidity must be ensured.  

 Generally the offer documents and reports of 

various mutual fund companies are not free 

from technicalities. So the investors opinioned 

that the information contained in the offer 

documents should be simple and free of 

technicalities so that a lay investor can easily 

understand them.  

 The periodical statements of mutual fund 

companies are considered as a very important 

source of information to the investors. So it is 

very essential that these periodical statements 

should contain all the relevant information in a 

compiled form and managers must ensure that 

these statements should reach the investors in 

time.  

 Due to changing scenario, the need for online 

trading of securities is felt. Efforts should be 

made to promote or enhance online trading of 

mutual funds. This will save time and cost. On 

a click of button investors get all the required 

information quickly. They can easily sell or 

purchase any number of funds whenever they 

want.  

 Some investors suggested that the fund values 

of fund should be informed to the investors 

through SMS on fortnightly basis. This will 

help the investors in keeping themselves up to 

date with the latest information and latest 

NAV’s of different funds.  

 Winning the investor’s confidence and 

protecting their rights is the common objective 

of all the mutual fund companies. In this 

context the AMFI and SEBI should make strict 

rules and regulations for safeguarding the 

interests of the common investors. If these 

rules are not being followed properly, a 

provision of punishment should be made who 

violates the same. 

III. CONCLUSION 

Investors can invest in corporate bonds, 

debentures, bank deposits, post office schemes etc. 

But nowadays investors opt for portfolio managers 

to invest money on their behalf. These portfolio 

managers are experts in stock market operations 

and invest the money in such a way that the 

investors would get minimum assured returns. 

Today many institutions are busy in providing 

wealth administration services to the investors. But 

these services are very costly. Investors’ opinion 

and perception has been studied relating to various 

issues like type of mutual fund scheme, main 

objective behind investing in mutual fund scheme, 

level of satisfaction, role of financial advisors and 

brokers, investors’ opinion relating to factors that 

attract them to invest in mutual funds, sources of 

information, deficiencies in the services provided 

by the mutual fund managers, challenges before the 

Indian mutual fund industry etc. This study is very 
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important in order to judge the investors’ behavior 

in a market like India, where the competition 

increases day by day due to the entry of large 

number of players with different financial strengths 

and strategies. The present investigation outlined 

that mostly the investors have positive approach 

towards investing in mutual funds. In order to 

maintain their confidence in mutual funds they 

should be provided with timely information 

relating to different trends in the mutual fund 

industry. New and more innovative schemes should 

be launched from time to time so that investor’s 

confidence should be maintained. All this will lead 

to the overall growth and development of the 

mutual fund industry. 
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