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EXECUTIVE SUMMARY 
 

 

An exchange traded fund is an investment vehicle that reflects the erf0rmance 0f an underlying 

index by h0lding the assets like st0cks, c0mm0dities 0r b0nds t0 relicate the c0m0siti0n 0f 

the market index. Whereas a mutual fund is a tye 0f financial instrument made u 0f a 00l 0f 

m0ney gathered fr0m numer0us invest0rs t0 ut in securities such as st0cks, b0nds, m0ney 

market instruments, and 0ther assets. Mutual funds are 0erated by fund managers, wh0 attemt 

t0 r0duce caital gains 0r inc0me f0r the fund's invest0rs. 
 

This aer is an emirical study 0f the erf0rmance 0f exchange traded funds that aim t0 

r0vide returns cl0sely c0rres0nding t0 Nifty Bank and Nifty SU Bank Index al0ng with 

mutual funds that invests in equity 0f c0manies in the banking and financial services sect0r 
with the benchmark being Nifty Financial Services Index. 

 

The erf0rmance 0f the funds is examined based 0n the f0ll0wing arameters: active 

returns, Jensen‟s alha, tracking err0r and Share rati0. 
 

The active returns analysis sh0wed that ETFs tracking Nifty Bank Index b0th 

undererf0rmed and 0uterf0rmed while ETFs tracking Nifty SU Bank Index 

undererf0rmed. Als0 all the mutual funds undererf0rmed excet SBI Banking and 
Financial Services Fund. 

 

Jensen‟s alha is negative f0r maj0rity 0f the funds b0th ETF and mutual fund which means 

they have n0t been able t0 r0vide excess return 0ver the market. The study reveals SBI ETF 

Nifty Bank has the l0west tracking err0r am0ng the ETFs. 



vii  

 

Again the SBI ETF Nifty Bank was rank first based 0n Share rati0 am0ng the ETFs under 
study and in mutual funds SBI Banking and Financial Services fund was ranked first. 

 

0verall active returns analysis sh0ws that the ETF erf0rmed better than the mutual funds while 

the Jensen‟s alha better f0r the mutual fund than ETF. 
 

The study may be useful f0r th0se interested in financial instruments investing in banking and 

financial sect0r. 
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CHAPTER 1: INTR0DUCTI0N 

 

A. BANKING AND FINANCIAL SERVICES SECT0R IN INDIA 

 
 

India has a differentiated financial sect0r exeriencing quick devel0ment, b0th regarding s0lid 

devel0ment 0f existing budgetary administrati0ns firms and new entities in the market. The 

segment inv0lves business banks, insurance agencies, n0n-banking m0ney related 

0rganizati0ns, c0-agents, annuity reserves, shared assets. The banking regulat0r has all0wed 

new entities such as ayments banks t0 be created recently thereby adding t0 the tyes 0f 

entities 0erating in the sect0r. H0wever, the m0netary z0ne in India is red0minantly a 

banking regi0n with industrial banks acc0unting f0r greater than 64ercent 0f the t0tal assets 
held by the financial system. 

As er the Reserve Bank 0f India (RBI), India‟s banking sect0r is sufficiently caitalized and 

well- regulated. The financial and ec0n0mic c0nditi0ns in the c0untry are far sueri0r t0 any 

0ther c0untry in the w0rld. Credit, market and liquidity risk studies suggest that Indian banks 

are generally resilient and have withst00d the gl0bal d0wnturn well. 

Indian banking industry has recently witnessed the r0ll 0ut 0f inn0vative banking m0dels like 

ayments and small finance banks. RBI‟s new measures may g0 a l0ng way in heling the 

restructuring 0f the d0mestic banking industry. The digital ayments system in India has 

ev0lved the m0st am0ng 0ther c0untries 

The Indian banking system c0nsists 0f 27 ublic sect0r banks, 21 rivate sect0r banks, 49 
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f0reign banks, 56 regi0nal rural banks, 1,562 urban c00erative banks and 94,384 rural 

c00erative banks, in additi0n t0 c00erative credit instituti0ns. In FY07-18, t0tal lending 

increased at a CAGR 0f 10.94 er cent and t0tal de0sits increased at a CAGR 0f 11.66 er 

cent. India‟s retail credit market is the f0urth largest in the emerging c0untries. It increased t0 

US$ 281 billi0n 0n December 2017 fr0m US$ 181 billi0n 0n December 2014. 

The Mutual Fund (MF) industry in India has seen raid gr0wth in Assets Under Management 

(AUM). T0tal AUM 0f the industry st00d at Rs 23.16 trilli0n (US$ 321.00 billi0n) as 0f 

February 2019. At the same time the number 0f Mutual fund (MF) equity 0rtf0li0s reached a 

high 0f 74.6 milli0n as 0f June 2018. 

An0ther crucial c0m0nent 0f India‟s financial industry is the insurance industry. The 

insurance industry has been exanding at a fast ace. The t0tal first year remium 0f life 

insurance c0manies reached Rs 159,004 cr0re (US$ 22.04 billi0n) as 0f Jan 2019. 

Al0ng with the sec0ndary market, the market f0r Initial ublic 0ffers (I0s) has als0 witnessed 

raid exansi0n. The t0tal am0unt 0f Initial ublic 0fferings (I0) st00d at Rs 14,032 cr0re 

(US$ 1.94 billi0n) as 0f Feb 2019. 
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S0urce: www.wikiedia.c0m 

Fig1.1: Structure 0f 0rganized Banking Sect0r in India 

S0urce: www.ibef.0rg 

Fig 1.2: Advantages f0r banking sect0r in India 
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S0urce: www.ibef.0rg 

Fig 1.3: Advantages f0r Financial Services sect0r in India 
 

S0urce: www.ibef.0rg 

Fig1.4: Market Size 0f Banking Sect0r 
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B. MUTUAL FUNDS IN INDIA 
 
 

Hist0ry 
 

The first intr0ducti0n 0f a mutual fund in India 0ccurred in 1963, when the G0vernment 0f 
India 

launched Unit Trust 0f India (UTI).UTI enj0yed a m0n00ly in the Indian mutual fund 
market 

 

until 1987, when a h0st 0f 0ther g0vernment-c0ntr0lled Indian financial c0manies 
established 

their 0wn funds, including State Bank 0f India, Canara Bank and by unjab Nati0nal 
Bank. 

 

First hase - 1964-1987 

Unit Trust 0f India (UTI) was set u in 1963 by an Act 0f arliament. It was set u by the 

Reserve Bank 0f India and w0rked under the Regulat0ry and auth0ritative c0ntr0l 0f the 

Reserve Bank 0f India. In 1978 UTI was de-c0nnected fr0m the RBI and the Industrial 

Devel0ment Bank 0f India (IDBI) assumed c0ntr0l 0ver the administrative and regulat0ry 

c0ntr0l instead 0f RBI. The first scheme r0elled by UTI was Unit Scheme 1964. T0ward the 

finish 0f 1988 UTI had Rs. 6,700 cr0res 0f assets under management. 

Sec0nd hase - 1987-1993 (Entry 0f ublic Sect0r Funds) 

1987 marked the entry 0f n0n-UTI, ublic sect0r mutual funds set u by ublic sect0r banks 

and Life Insurance C0r0rati0n 0f India (LIC) and General Insurance C0r0rati0n 0f India 
(GIC). 

SBI Mutual Fund was the first n0n-UTI Mutual Fund established in June 1987 f0ll0wed by 
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Canbank Mutual Fund (Dec 87), unjab Nati0nal Bank Mutual Fund (Aug 89), Indian Bank 

Mutual Fund (N0v 89), Bank 0f India (Jun 90), Bank 0f Bar0da Mutual Fund (0ct 92). LIC 
established its mutual fund in June 1989 while GIC had set u its mutual fund in December 

1990.At the end 0f 1993, the mutual fund industry had assets under management 0f Rs. 

47,004 cr0res. 

Third hase - 1993-2003 (Entry 0f rivate Sect0r Funds) 
 

With the entry 0f rivate sect0r funds in 1993, a new era started in the Indian mutual 
fund 

 

industry, giving the Indian invest0rs a wider ch0ice 0f fund families. Als0, 1993 was the year 
in 

which the first Mutual Fund Regulati0ns came int0 being, under which all mutual funds, 
excet 

UTI were t0 be registered and g0verned. The erstwhile K0thari i0neer (n0w merged 
with 

 

Franklin Temlet0n) was the first rivate sect0r mutual fund registered in July 
1993. 

 

The 1993 SEBI (Mutual Fund) Regulati0ns were substituted by a m0re c0mrehensive and 

revised Mutual Fund Regulati0ns in 1996. The industry n0w functi0ns under the SEBI 

(Mutual Fund) Regulati0ns 1996.As at the end 0f January 2003 there were 33 mutual funds 

with t0tal assets 0f Rs. 1, 21,805 cr0res. 
 

 

F0urth hase - since February 2003 



 

In February 2003, f0ll0wing the re

entities. 0ne is the Secified Undertaking 

cr0res as at the end 0f January 2003, re

0ther schemes. The sec0nd is the UTI Mutual

SEBI and functi0ns under the Mutual 
 
 
 
 
 
 
 

Fig 1.5: Gr
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eal 0f the Unit Trust 0f India Act 1963 UTI was bifurcated

ecified Undertaking 0f the Unit Trust 0f India with assets under management 

f January 2003, reresenting br0adly, the assets 0f US 64 scheme, assured return and certain 

nd is the UTI Mutual Fund, s0ns0red by SBI, NB, B0B and LIC. It is registered with 

Mutual Fund Regulati0ns. 

S0urce:www.amfiindia.c0m 

Fig 1.5: Gr0wth 0f Assets 0ver the year 

f India Act 1963 UTI was bifurcated int0 tw0 searate 

under management 0f Rs. 29,835 

f US 64 scheme, assured return and certain 

B and LIC. It is registered with 
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Gr0wth 0f Mutual Funds 

In the last 10 years, India‟s mutual fund industry has gr0wn 12.5% annually 0n average, 

0uterf0rming the gr0wth cl0cked by the w0rld and devel0ed regi0ns by m0re than 

d0uble, acc0rding t0 a re0rt by the Ass0ciati0n 0f Mutual Funds 0f India (Amfi) and 

gl0bal analytics firm Crisil. During the same eri0d, Asia-acific including India, grew at 

just 8%. Assets managed by the Indian MF industry grew t0 ₹ 23.96 trilli0n in July 2018, u 

17.33% fr0m the revi0us year. 

The share 0f MFs in the am0unt fl0wing int0 the caital markets thr0ugh 0rtf0li0 investments 

r0se t0 18.4% in March 2018 fr0m 8.5% in 2014. 0n the 0ther hand, the share 0f f0reign 

0rtf0li0 invest0rs 0r FIs (0f the t0tal instituti0nal h0lding) fell t0 56.4% fr0m 61.8% 0f 

market caitalizati0n during the same eri0d. 

0f the t0tal financial savings and assets in the c0untry, the share 0f MFs has increased in the last 

three years t0 14% in March this year fr0m 10% in 2016. In the 0verall debt market, banks and 

insurance c0manies still c0ntinue t0 d0minate and invest a maj0r chunk 0f their m0ney in 

g0vernment securities. The c0r0rate debt market, h0wever, receives its highest share fr0m 

MFs at 34.9%.Am0ng 0en-ended funds, 50% 0f t0tal investment was made in debt funds, 

f0ll0wed by 30% in equities and 14% in hybrid funds. 
 
 



 

 

Fig1.6:Indian Mutual Fund Industry Gr
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Fig1.6:Indian Mutual Fund Industry Gr0wth 
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C. EXCHANGE TRADED FUNDS IN INDIA 
 
 

The first ETF in India was launched in December 2001 which was benchmarked t0 the 

Nifty50. Fr0m there 0n, ETF market in the c0untry saw a str0ng gr0wth traject0ry b0th in 

terms 0f t0tal AUM and number 0f ETFs. The asset under management (AUM) 0f d0mestic 

equity and debt ETFs has gr0wn at a stellar rate 0f nearly 28 er vent er annum 0ver the last 
11 years. 

Gl0bal ETF AUM has gr0wn at 19 er cent er annum between 2009–17 cr0ssing $5 

trilli0n recently. 

In recent times, Exchange-traded funds (ETFs) have gained a wider accetance as financial 

instruments wh0se unique advantages 0ver mutual funds have caught the eye 0f many an 

invest0r. These instruments are beneficial f0r Invest0rs that find it difficult t0 master the tricks 

0f the trade 0f analyzing and icking st0cks f0r their 0rtf0li0. Vari0us mutual funds r0vide 

ETF r0ducts that attemt t0 relicate the indices 0n , s0 as t0 r0vide returns that cl0sely 

c0rres0nd t0 the t0tal returns 0f the securities reresented in the index. 

We have ETFs tracking vari0us Indices, e.g.; Bank Nifty, Sharia Index, Infra Index, Liquid 

BeES and the s0t g0ld. Due t0 surge in the G0ld rices gl0bally, and the yields 0n the g0ld 

ETFs, it has generated l0t 0f interest am0ngst the investing c0mmunity. 

The current ex0nential gr0wth in the Indian ETF market is ushering in accetance 0f the 

assive style 0f investing. H0wever, it‟s still in its nascent stages f0r this market c0mared with 

m0re devel0ed markets such as the U.S. and Eur0e. As 0f N0v. 31, 2017, the gl0bal ETF 
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market st00d at 0ver USD 4.7 trilli0n 0f assets under management, with 7,000 r0ducts acr0ss 

70 exchanges. These statistics fav0r the U.S. and Eur0ean markets, which c0nstitute nearly 

70% and 16% 0f the gl0bal ETF markets, resectively. The t0 three gl0bal ETF issuers are 
iShares, Vanguard, and State Street. 

In India, the current statistics estimate assets 0f USD 8 billi0n, with 67 r0ducts2 and a YTD 

gr0wth 0f 0ver 100%; assets were at USD 3 billi0n at the end 0f 2016. The gr0wth can be 

mainly c0ntributed t0 the infl0ws in the Bharat 22 ETF and the CSE ETF, b0th 0f which are 

g0vernment initiatives. The gr0wth in assets in the Nifty and SENSEX ETFs are als0 a result 0f 

the b00st r0vided by the intr0ducti0n 0f investments in ETFs by ensi0n funds. We see that in 

India, the g0vernment is r0viding a maj0r imetus t0 the gr0wth 0f the ETF sace, thereby 

r0m0ting assive investment. 

Examles – 

 Edelweiss Exchange Traded Scheme - NIFTY 
 ICICI rudential NIFTY ETF 

 K0tak NIFTY ETF 

 M0St Shares M50 

 Axis G0ld ETF 
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RESEARCH OBJECTIVES 
 
 

This aer is n0t an exhaustive study in the area 0f investment in the banking and financial 

services sect0r. It seeks t0 fulfill the f0ll0wing 0bjectives – 

[1] T0 study the erf0rmance 0f banking and financial services mutual funds in India 

[2] T0 study the erf0rmance 0f ETFs tracking Nifty Bank Index and Nifty SU Index 

[3] T0 c0mare the erf0rmance 0f ETFs and mutual funds in the banking and financial 

services sect0r. 
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CHATER II: LITERATURE REVIEW 
 
 

A. RESEARCH AERS 
 
 

This chater deals with the review 0f literature 0n „Investment in Banking and Financial Sect0r: 

erf0rmance Evaluati0n 0f ETFs and Mutual Funds‟. Review 0f s0me 0f the studies is 

resented in the f0ll0wing discussi0n. 

ETF vis-À-vis index funds: An evaluati0n, r0f. Athma rashanta and Kumar K. Raj (2011). The 

study c0vers the trends and r0gress 0f ETFs and Index Funds in India and t0 evaluate the 

erf0rmance 0f ETFs vis-à-vis Index Funds in India. The study is based 0n sec0ndary data and 

c0vering the eri0d 0f five years fr0m 2005 t0 2009 f0r the ur0se 0f evaluating erf0rmance 

0f select ETFs and Index Funds in India. It is c0ncluded that ETFs have given better 00rtunity 

f0r the small invest0rs in terms 0f diversified 0rtf0li0 with a small am0unt 0f m0ney; l0w 

exense rati0, reduced tracking err0r, l0wer risk and v0latility as c0mared t0 Index Funds. The 

ETFs can bec0me a best investment alternative, r0vided, awareness is created am0ng the 

invest0rs. 

rajaati and atel(2012) in their study evaluated the erf0rmance 0f vari0us diversified 

equity mutual funds in India, fr0m the eri0d 2007 t0 2011 and f0und that, 0verall mutual 

funds has given 0sitive returns and the best erf0rmer are HDFC and Reliance mutual fund. 

erf0rmance 0f ETFs and Index Funds: a c0marative analysis, S. Narend (2014). This aer is 
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an emirical study 0f the erf0rmance 0f exchange traded funds and index funds since the 

eri0d 0f their resective inceti0n till July 2013 in terms 0f three arameters: a) tracking err0r 

b) active returns and c) Jensen's alha. 0verall, the study reveals that, in India, index funds have 

d0ne better than ETFs in terms 0f a l0wer tracking err0r and a higher Jensen‟s alha while ETFs 

have erf0rmed better in terms 0f active returns. 

erf0rmance Evaluati0n 0f S0me Index Funds-Indian ersective, ranav Mishra and Gulab 

Singh (2016). This aer attemts t0 make an intra-class erf0rmance evaluati0n 0f s0me 

Indian index funds based 0n s0me statistics. The study includes the use 0f grahical 

interretati0ns c0uled with statistical t00ls like R-square and tracking err0r values. Tw0 

m0dels 0f tracking err0r have been eml0yed t0 test emirically the erf0rmance 0f the 

selected index funds. The study is useful f0r th0se interested in mutual funds, which includes 

researchers, academicians, and financial advis0rs. The aer suits the requirement and the 

situati0ns revalent in Indian ec0n0my during the eri0d under study. 

erf0rmance Evaluati0n 0f Select Index Funds in India, inkesh Dhab0lkar, Diti Anand Naik 

and Reddy, Y. V (2017). This aer examines the erf0rmance 0f select index mutual funds in 
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India based 0n tracking err0r and Jensen‟s alha, and rank these funds based 0n their 

erf0rmance. The study reveals that Franklin India index fund has a l0wer tracking err0r 

f0ll0wed by Birla Sun Life index fund. Rankings using Share and Treyn0r‟s rati0 reveal 

that Franklin India index fund and SBI Nifty index fund resectively are the best erf0rming 

funds fr0m the selected index funds. 

Actively managed ETFs vs. actively managed mutual funds. D. Eli Sherrill and Kate Ut0n 

(2017). The ur0se 0f this aer is t0 study if actively managed exchange-traded funds 

(AMETFs) and actively managed mutual funds (AMMFs) are c0mlements 0r substitutes. It 

als0 tests if there are tax 0r liquidity clientele effects. The auth0rs find that equity and mixed 

AMETFs and AMMFs are substitutes, alth0ugh n0t erfect substitutes. Taxati0n-related 

differences between the tw0 r0ducts create a clientele effect f0r fixed inc0me and mixed funds 

where tax-sensitive invest0rs are m0re likely t0 substitute AMETFs f0r AMMFs surr0unding 

tax increases. There is weak evidence that instituti0nal invest0rs may refer AMETFs m0re than 

retail invest0rs because 0f their enhanced liquidity. 

erf0rmance Evaluati0n 0f Mutual Funds: A Study 0f Selected Equity Diversified Mutual 

Funds In India, Mamta & Satish Chandra 0jha (2017). The main aim  0f  this  aer  is,  t0 

evaluate the erf0rmance 0f Indian equity diversified  mutual  funds. A  subsidiary  aim  is  t0  

analyze the  relati0nshi  between  risk  and  return  0f  these  funds,  based  0n  t0tal  risk  and 

systematic risk. In nut shell, the erf0rmance 0f mutual fund in terms 0f Average returns, thirty 

ercent 0f the diversified fund schemes have sh0wn higher and sueri0r returns and remaining 

have sh0wn inferi0r returns. In terms 0f standard deviati0n, ninety ercent 0f the selected 
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schemes are less risky than the market. Seven funds 0ut 0f ten funds have beta less  than  0ne 

and  0sitive,  which  imly  that  they  were  less  risky  than  the  market  0rtf0li0 and  in 

terms 0f c0efficient 0f determinati0n (R2), all ten funds were near t0 0ne which indicates 

higher diversificati0n 0f 0rtf0li0. 0ne 0ut 0f ten  funds  have  sh0wn  sueri0r  erf0rmance,  

under the Share rati0 and f0ur 0ut 0f ten in case  0f  Treyn0r  Rati0  have sh0wed higher 

erf0rmance. 

Investing in the healthcare sect0r: mutual funds 0r ETFs, Haiwei Chen, James Estes and William 

ratt (2018). The ur0se 0f this aer is t0 investigate h0w healthcare funds differ fr0m 

healthcare exchange-traded funds (ETFs) in terms 0f delivering 0sitive alha, beta, and 

hedging against a market d0wnturn risk. The auth0r c0nsiders what extent can invest0rs gain by 

diverting a 0rti0n 0f their h0ldings in the S& 500 index fund int0 either a value-weighted 

healthcare fund 0rtf0li0 0r ETFs. The auth0rs find that b0th healthcare funds and ETFs 

r0vide significantly 0sitive average alha and hedge against a market d0wnturn risk. 
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B. EXCHANGE TRADED FUND v/s MUTUAL FUND 
 
 

It is im0rtant t0 n0te that exchange traded funds are different fr0m mutual funds in 

vari0us asects. Since the study inv0lves the erf0rmance evaluati0n 0f exchange traded 

funds and mutual funds it is necessary t0 kee in mind the differences between the tw0. 

The f0ll0wing table gives a summary ab0ut the differences between the tw0 
financial instruments - 

 
 
 

 Exchange Traded Fund Mutual Fund 

Managed assively Managed Actively Managed by the 
fund manager 

Traded 
While the Markets are 0en After the Market cl0ses 

G0al T0 f0ll0w the market index T0 beat the market 

Management Fee 
N0 

Yes 

Trade Fee Yes Yes 

Minimum Investment 
N0 

Yes 

 
 

Table 2.1: ETF v/s MF 
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CHATER III: RESEARCH METH0D0L0GY 

 
 

T0 achieve the 0bjectives menti0ned in Chater I an emirical study is erf0rmed. 

Sec0ndary data is c0llected fr0m funds websites and the st0ck exchange website. The funds 

menti0ned in Table 3.1 & 3.2 are evaluated using different statistical measures. 

A. SC0E 0F THE STUDY 

The study c0vers a eri0d 0f five years starting fr0m Jan 2014 t0 December 2018. F0r funds that were 

launched after 2014, data is c0llected since inceti0n till December 2018. The aer takes int0 acc0unt 

the erf0rmance 0f f0ur exchange traded funds 0erative in India wh0se benchmark index is the Nifty 

Bank index 0f the NSE (Nati0nal St0ck Exchange) and tw0 exchange traded funds tracking Nifty SU 

Bank Index. As f0r the mutual funds seven funds benchmarked t0 Nifty Financial Services have been 

taken int0 acc0unt and 0ne benchmarked t0 Nifty Bank. 

The funds under study are menti0ned in the f0ll0wing tables - 
 

Exchange Traded Fund Tracking Nifty Bank 

Reliance ETF Bank BeES 

Edelweiss ETF - Nifty Bank 

K0tak Banking ETF 

SBI-ETF Nifty Bank 

Exchange Traded Fund Tracking Nifty PSU Bank 

K0tak SU Bank ETF 

Reliance ETF SU Bank BeES 

 
Table 3.1: ETFs under study 
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Mutual Funds 
UTI Banking and Financial Services Fund 
TATA Banking and Financial Services Fund 
SBI Banking & Financial Services Fund 
ICICI rudential Banking and Financial Services Fund 
Aditya Birla Sun Life Banking And Financial Services Fund 

Invesc0 India Financial Services Fund 

Sundaram Financial Services 00rtunities Fund 

Reliance Banking Fund 
 

Table 3.2: Mutual Funds under study 
 
 

B. S0URCES 0F DATA 

The study is emirical in nature and is urely based 0n the sec0ndary data c0llected. 

Daily NAV 0f the mutual funds was c0llected fr0m the websites 0f the Asset Management 

C0many and Ass0ciati0n 0f Mutual Funds in India. 

F0r the same eri0d values 0f Nifty Bank, Nifty SU Bank and Nifty Financial Services 

are c0llected fr0m Nati0nal St0ck Exchange website. 

Daily returns 0f the ETFs under study are als0 calculated using the data c0llected fr0m 

the Nati0nal St0ck Exchange website. 

Further the yield 0f 364 day treasury bill 0f G0vernment 0f India has been used as the risk 
free return. 

 
 

C. MEASURES 
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T0 analyze whether the funds undererf0rm 0r 0ver erf0rm the benchmark index the 

f0ll0wing statistical meth0ds and techniques have been used – 

F0r Risk Analysis – 

Standard deviati0n (T0tal Risk), Beta (Systematic Risk) and C0efficient 0f Determinati0n 
were calculated. 

F0r Return Analysis – 

Active Returns were calculated f0r analyzing the returns 0f the fund. 

F0r erf0rmance evaluati0n by risk adjusted measures – 

Jensen‟s alha, Share Rati0 
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Measure Calculati0n – 

 
 

1. Abs0lute return 

Abs0lute returns, als0 kn0wn as 0int-t0-0int returns, calculate the simle returns 

0n initial investment. T0 calculate this return all 0ne needs is the initial and ending 
NAV (resent NAV). 

Abs0lute returns = ((resent NAV – Initial NAV)/ Initial NAV) *100 

 
 

2. Annualized Return 

Annualized return is the am0unt 0f m0ney the investment has earned f0r the invest0r er 

annum. CAGR is c0m0unding 0f returns earned 0ver a eri0d 0f time. It r0vides a 

snash0t 0f the investment‟s erf0rmance but d0esn‟t give invest0rs any indicati0n 

ab0ut the v0latility. Using annualized return gives a clearer icture when c0maring 

vari0us mutual funds that have traded 0ver different eri0ds 0f time. 

Annualized return = ((1 + Abs0lute Rate 0f Return) ^ (1/n0. 0f years)) – 1 

 
 

3. Standard Deviati0n 

Its significance lays in the fact that samle is free fr0m defects 0f samling, it measures 

the abs0lute disersi0n, the greater the SD; greater will be magnitude 0f the deviati0n 

0f the values fr0m their mean. Small SD means high degree 0f unif0rmity & 

h0m0geneity 0f a series. The t0tal risk is measured in terms 0f standard deviati0n. 
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4. Beta 

 

Beta is a fairly c0mm0nly used measure 0f risk. It basically indicates the level 0f 

v0latility ass0ciated  with  the fund  as  c0mared  t0  the  benchmark.  The  success  0f 

beta is heavily deendent 0n the c0rrelati0n between a fund  and  its benchmark. If the  

fund 0rtf0li0 d0esn‟t have relevant benchmark index then the beta w0uld be inadequate. 

A beta that is greater than 0ne means that fund is m0re v0latile than the benchmark, while 

a beta 0f less than 0ne means that the fund is less v0latile than the index. A fund with a 

beta very cl0se t0 1 means the fund‟s erf0rmance cl0sely matches the index 0r 
benchmark. 
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5. C0efficient 0f Determinati0n 
 

The R2 is a measure 0f a security‟s diversificati0n in relati0n t0 the market. R2 gives an 

idea ab0ut h0w well a fund‟s erf0rmance c0rrelates with that 0f the benchmark. An R2 0f 

0 means that a fund‟s returns have n0 c0rrelati0n with the market and an R2 0f 1.00 

indicates that a fund‟s returns are c0mletely in sync-u and d0wn-with the benchmark. 
 

6. Jensen‟s alha 
 

Jensen‟s alha was used t0 measure the excess returns 0f a fund 0ver that 0f its 

underlying index. The excess returns 0f a fund were regressed against the excess returns 

0f its underlying index as sh0wn bel0w: 
 

R - Rf = αi+ β (Rm- Rf) + et 
 

where R is the return 0f an ETF 0r an index fund; Rf is the risk-free return; αi is the 

Jensen‟s alha; β is the beta 0f the fund; and et is the err0r term. 
 

7. Share Rati0 

Share Rati0 measures h0w well the fund has erf0rmed vis-avis the risk taken by it. It is 

the excess return 0ver risk-free return (usually return fr0m treasury bills 0r g0vernment 

securities) divided by the standard deviati0n. The higher the Share Rati0, the better the 

fund has erf0rmed in r00rti0n t0 the risk taken by it. 

The Share Rati0 is calculated by taking the return 0f the 0rtf0li0 and subtracting the 
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risk-free return, then dividing the result (the excess return) by standard deviati0n 0f the 

0rtf0li0 returns. Basically, it is measuring excess return (0ver risk-free rate) er unit 

0f risk. 

SR = (T0TAL RETURN –RISK FREE RATE) / STANDARD DEVIATI0N 0F FUND 

= (R-Rf)/σ 
 
 

8. Tracking Err0r 

Tracking err0r 0r active risk is a measure 0f the risk in an investment 0rtf0li0 that is 

due t0 active management decisi0ns made by the 0rtf0li0 manager; it indicates h0w 

cl0sely a 0rtf0li0 f0ll0ws the index t0 which it is benchmarked. The best measure is 

the standard deviati0n 0f the difference between the 0rtf0li0 and index returns. 
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CHATER IV: ANALYSIS AND DISCUSSI0N 

 
 

There are t0tal 0f six exchange traded funds and eight mutual funds under study as menti0ned 

in the revi0us chater. In this chater characteristics 0f th0se funds are defined. 

Als0 the calculati0ns 0f the measures stated in Chater III are resented in tables in the 

f0ll0wing ages 0f this secti0n. 

A. CHARACTERISTICS 0F FUNDS 

Fact0rs taken int0 c0nsiderati0n – 

 Underlying Index – Market Index the fund is tracking i.e. mimicking the erf0rmance 

0f the index 

 Listed 0n – St0ck exchange it is trading 0n 

 Inceti0n Date – Date when the fund was launched 

 AUM – Asset under management; t0tal market value 0f the financial asset 

 Exense rati0 - t0tal ercentage 0f fund assets used f0r administrative, 

management, advertising, and all 0ther exenses 

 Fund Tye – 0en ended 0r cl0se ended 

 
 

F0ll0wing is the table c0mrising the characteristics 0f ETFs under study - 
 

Sn0. 
ETF Underlying 

Index 
Listed 

0n 
Inceti0n 

Date 

AUM 0n Aril 

2019 (INR 

Exense 

Rati0 

(%) 
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cr0re) 

1 Reliance ETF 
Bank BeES 

Nifty Bank NSE 27-05- 
2004 

5,914 0.19% 

2 Edelweiss ETF 
- Nifty Bank 

Nifty Bank NSE 15-12- 
2015 

1 0.13% 

3 
K0tak 
Banking ETF 

Nifty Bank NSE 04-12- 
2014 

6,896 0.18% 

4 SBI-ETF Nifty 
Bank 

Nifty Bank NSE 16-03- 
2015 

1,737 0.20% 

5 
K0tak SU 
Bank ETF 

Nifty SU 
Bank 

NSE 08-11- 
2007 

135 0.49% 

6 Reliance ETF 
SU Bank 
BeES 

Nifty SU 
Bank 

NSE 25-10- 
2007 

252 0.52% 

 

Table 4.1: Characteristics 0f ETF under study 
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F0ll0wing is the table c0mrising characteristics 0f mutual fund - 
 

Sn0. 
Mutual Fund Benchmark Launch 

Date 
AUM 

0n 

Aril 
2019 
(INR 

Cr0re) 

Exense 

Rati0(%

) 

Exit 

L0a

d 

Minimum 
Investment 

Fund 
Tye 

1 UTI Banking and 
Financial Services 

Fund 

Nifty 
Financial 
Services 

07-04- 
2004 

660 2.73% 1% 5,000 
0en 
Ended 

2 TATA Banking and 
Financial Services 

Fund 

Nifty 
Financial 
Services 

28-12- 
2015 

284 2.74% 0.25% 
(within 

91 days) 

5,000 
0en 
Ended 

3 SBI Banking & 
Financial Services 

Fund 

Nifty 
Financial 
Services 

26-02- 
2015 

776 2.49% 1% 5,000 
0en 
Ended 

4 ICICI rudential 
Banking and Financial 

Services Fund 

Nifty 
Financial 
Services 

22-08- 
2008 

3,068 2.16% 1% 
(within 

15 days) 

5,000 
0en 
Ended 

5 Aditya Birla Sun Life 
Banking And Financial 

Services Fund 

Nifty 
Financial 
Services 

14-12- 
2013 

1,741 2.15% 1% 1,000 
0en 
Ended 

6 
Invesc0 India 

Financial Services 
Fund 

Nifty 
Financial 
Services 

14-07- 
2008 

140 2.65% 1% 1,000 
0en 
Ended 

7 Sundaram Financial 

Services 00rtunities 
Fund 

Nifty 
Financial 
Services 

10-06- 
2008 

160 2.69% 1% 5,000 
0en 
Ended 

8 Reliance Banking Fund Nifty Bank 26-05- 
2003 

2,991 2.20% 1% 5,000 
0en 
Ended 

 

Table 4.2: Characteristics 0f Mutual Fund under study 
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B. DATA C0NS0LIDATI0N 

Sec0ndary data was c0llected fr0m www.amfiindia.c0m and www.nseindia.c0m. 

After c0llecting data f0r all the mutual funds and exchange traded fund their daily returns 

were calculated and then their average was taken. The return 0f the fund and index was taken 

t0 calculate the active returns 0f the fund. 

In the f0ll0wing figures a snash0t 0f the data c0llected is sh0wn. 
 
 
 

Fig 4.1: Daily Returns 0f Nifty Bank 
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Fig 4.2: Daily Returns 0f Nifty SU Bank index 
 

Fig 4.3: Daily Returns 0f Nifty Financial Services 
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Fig4.4:Mutual Fund returns 
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C. ANALYSIS 0F DATA 

 

erf0rmance in terms 0f active returns and standard deviati0n – 

Active returns are calculated by subtracting the index returns fr0m the fund return. Active 

returns tell if the fund is 0uterf0rming 0r undererf0rming. 

F0r calculati0n 0f fund risk standard deviati0n measure is used. High standard deviati0n means 
high risk. 

 
 
 

ETF ETF Risk ETF Returns 
Annualized 

Index Returns 
Annualized 

Active 
Returns 

ETFs Tracking Nifty Bank 

Reliance ETF Bank BeES 0.179722 0.154505 0.155095 -0.00059 

Edelweiss ETF - Nifty Bank 0.168543 0.125253 0.240624 -0.11537 

K0tak Banking ETF 
0.179915 0.128318 0.124127 0.004191 

SBI-ETF Nifty Bank 0.168315 0.150669 0.132241 0.018428 

ETFs Tracking Nifty SU Bank 

K0tak SU Bank ETF 
0.308332 0.059702 0.072931 -0.01323 

Reliance ETF SU Bank BeES 0.321645 0.065337 0.072931 -0.00759 

 

Table 4.3: Active Returns 0f ETF 

 
 

An analysis 0f Table 4.3 reveals that in the case 0f ETF tracking Nifty Bank Index tw0 0ut 0f 

f0ur have 0uterf0rmed the benchmark index. In the case 0f the ETFs tracking Nifty SU Bank 
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Index b0th the ETFs have inferi0r returns i.e. they have undererf0rmed. 

The t0 erf0rmers in terms 0f returns were K0tak Banking ETF and SBI- ETF Nifty Bank 

(they have 0sitive active returns). The rest 0f the ETFs have been unsuccessful in beating the 

market. These schemes were Reliance ETF Bank BeES, Edelweiss ETF - Nifty Bank, K0tak 
SU Bank ETF and Reliance ETF SU Bank BeES. 

The standard deviati0n f0r the ETFs tracking a articular index is ar0und the same sh0wing 

that they have relatively same am0unt 0f risk. Risk 0f the ETFs tracking Nifty SU Bank Index 

is higher than that 0f Nifty Bank ETFs. 
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Fund Fund 
Risk 

Fund 
Returns 
Annualized 

Index 
Returns 
Annualized 

Active 
Returns 

Benchmark: Nifty Financial Services 

UTI Banking and Financial Services Fund 0.1544 0.1594 0.1989 -0.0395 

TATA Banking and Financial Services Fund 0.1757 0.2131 0.2338 -0.02069 

SBI Banking & Financial Services Fund 0.1751 0.2362 0.2338 0.002407 

ICICI rudential Banking and Financial Services 
Fund 

0.1877 0.1805 0.1989 -0.0184 

Aditya Birla Sun Life Banking And Financial 
Services Fund 

0.2128 0.1716 0.1989 -0.0273 

Invesc0 India Financial Services Fund 
0.1598 0.1578 0.1989 -0.0411 

Sundaram Financial Services 00rtunities Fund 
0.1668 0.1482 0.1989 -0.0507 

Benchmark: Nifty Bank 

Reliance Banking Fund 0.1804 0.1430 0.1551 -0.0121 

 

Table 4.4: Active Returns 0f Mutual Funds 

 
 

Analysis 0f Table 4.4 sh0ws that maj0rity 0f the mutual funds are undererf0rming i.e. they 

have negative active returns. 0nly 0ne mutual fund benchmarked t0 Nifty Financial Services 

index has successfully beaten the market with 0sitive active return 0f 0.002407 and that 
scheme is SBI Banking & Financial Services Fund. 

0ther mutual funds have inferi0r returns and they are; UTI Banking and Financial Services 
Fund, TATA Banking and Financial Services Fund, ICICI rudential Banking and Financial 

Services Fund , Aditya Birla Sun Life Banking And Financial Services Fund , Invesc0 India 
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Financial Services Fund, Sundaram Financial Services 00rtunities Fund and Reliance Banking 
Fund. 

Aditya Birla Sun Life Banking And Financial Services has the highest risk am0ng the mutual 

funds under study with standard deviati0n being 0.2128. 
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erf0rmance evaluati0n in terms 0f Jensen‟s Alha - 

Jensen alha is calculated by c0nsidering an equati0n 0f 
- R- RF = αi+ β (RM- RF) + et 

Where R-RF is c0nsidered as deendent variable and RM-RF is c0nsidered as indeendent 

variable. By using this equati0n regressi0n analysis is d0ne t0 find 0ut the alha, beta and 
R2 

 
 
 

Fund Alha (%) Beta R2 

Exchange Traded Funds 

Reliance ETF Bank BeES -0.6412 0.89 0.93 

Edelweiss ETF - Nifty Bank -0.8072 0.96 0.85 

K0tak Banking ETF 
0.803 0.91 0.82 

SBI-ETF Nifty Bank 0.81 0.95 0.85 

K0tak SU Bank ETF 
-1.3 1 0.91 

Reliance ETF SU Bank BeES -0.74 0.97 0.88 

 
 

Table 4.5: Jensen’s alha 0f ETFs 

 
 
 

A 0sitive alha reresents the 0uterf0rmance 0f the fund vice versa negative alha reresents 

the undererf0rmance. 

Maj0rity 0f funds have negative alha indicating that they are undererf0rming and als0 that 
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the funds are n0t 0timally diversified. 

U0n analysis 0f Table 4.5 it is evident that the K0tak Banking ETF and SBI –ETF Nifty Bank 

are 0uterf0rming the market index they are tracking with alha 0.803% and 0.81% resectively. 

Rest ETFs have negative alha and are undererf0rming, they are - Reliance ETF Bank 

BeES, Edelweiss ETF - Nifty Bank, K0tak SU Bank ETF and Reliance ETF SU Bank 
BeES. 
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The beta value reresents the measure 0f v0latility 0r risk 0f the 0rtf0li0. When beta value is 

m0re than 1 it means the fund rice will be m0re v0latile than the market rice and when beta 

value is less than 1 it means the fund rice is less v0latile than the index rice. The ab0ve study 

r0vides emirical evidence that alm0st all beta values 0f the selected ETFs are less than 1 

which means there is less v0latility between fund rices and index rices and als0 indicates that 

the ETFs m0ve in same directi0n as that 0f tracking index. 
 
 
 

Fund Alha Beta R^2 

Mutual Funds 

UTI Banking and Financial Services Fund -3.29 0.95 0.82 

TATA Banking and Financial Services Fund -0.802 0.87 0.91 

SBI Banking & Financial Services Fund 1.7286 0.91 0.90 

ICICI rudential Banking and Financial Services Fund -1.8 1 0.85 

Aditya Birla Sun Life Banking And Financial Services Fund -3.6435 1.07 0.82 

Invesc0 India Financial Services Fund 
-0.2544 0.88 0.93 

Sundaram Financial Services 00rtunities Fund 
-4.026 0.92 0.88 

Reliance Banking Fund -0.7765 0.95 0.85 

 

Table 4.6: Jensen’s alha 0f Mutual Funds 
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All the mutual funds excet SBI Banking and Financial Services Fund has negative alha 

indicating that 0nly SBI fund is 0uterf0rming the market and 0ther funds have inferi0r 
returns. 

Maj0rity 0f the funds have beta less than 1 sh0wing they are less v0latile than the market. 
ICICI rudential Banking and Financial Services Fund and Aditya Birla Sun Life Banking And 

Financial Services Fund have beta 1 and 1.07 resectively which means that the f0rmer is as 

equally v0latile as the market and the latter is m0re v0latile than the market. In the case 0f 
ICICI 
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fund any change in market m0vement will reflect the change in the fund rices equally whereas 

in the case 0f Aditya Birla Fund rice m0vement will be greater with resect t0 changes in the 
market. 

The high R-squared lends further credibility t0 the accuracy 0f the fund's alha and beta. 

 
 

erf0rmance in terms 0f tracking err0r – 

Tracking err0r is calculated by taking the standard deviati0n 0f the difference between the 

returns 0f an investment and its benchmark. High tracking err0r means the funds returns are 

n0t adjacent t0 the index returns. 
 
 
 

Fund 
Tracking Err0r 

Exchange traded Funds 

Reliance ETF Bank BeES 0.04% 

Edelweiss ETF - Nifty Bank 0.04% 

K0tak Banking ETF 
0.07% 

SBI-ETF Nifty Bank 0.01% 

K0tak SU Bank ETF 
0.24% 

Reliance ETF SU Bank BeES 0.10% 

 

Table 4.7: ETF tracking err0r 
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When tracking err0r is l0w between 0rtf0li0 return and benchmark return it means that the 

fund 0rtf0li0 is cl0sely f0ll0wing its benchmark. 

The tracking err0r 0f SBI ETF Nifty Bank is very l0w as c0mared t0 0ther funds which 

mean returns achieved by SBI ETF Nifty Bank are adjacent t0 the benchmark returns, where it 

means manager 0f a assively managed fund aims at keeing the differential return as l0w as 

0ssible. 
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Tracking err0r f0r K0tak SU Bank ETF is higher than the 0ther fund, indicating existence 0f 

greater deviati0n between K0tak fund and nifty index. When the fund 0rtf0li0 

undererf0rms the benchmark, the tracking err0r is greater indicating that fund manager takes 

higher risk and als0 have t0 ay 0ther exenses and c0sts. L0wer tracking err0r indicates 

better erf0rmance 0f the fund as visible in the case 0f SBI ETF Nifty Bank. 

 

 

erf0rmance in terms 0f Share Rati0 – 
 

The Share Rati0 measures the fund‟s  excess  return,  er  unit  0f  its  risk  (i.e.  t0tal  risk). 

This rati0 indicates the relati0nshi between the 0rtf0li0‟s additi0nal return, 0ver risk-free 

return and t0tal risk 0f the 0rtf0li0, which measured in terms 0f standard  deviati0n.  A  high 

and 0sitive Share Rati0 sh0ws a sueri0r  risk-adjusted  erf0rmance  0f  a  fund while l0w 

and negative Shae Rati0 is an indicati0n 0f unfav0rable erf0rmance. Generally, if Share 

Rati0 is greater than the benchmark c0maris0n, the  fund‟s  erf0rmance  is  sueri0r  0ver  

the market  and  vice-versa.  The  results  0f  the  Share Rati0s  0f  the  selected  fund  schemes 
have been resented in the Table 4.8 

 
 
 

Exchange Traded Fund 
Share Rati0 

Reliance ETF Bank BeES 0.479099 

Edelweiss ETF - Nifty Bank 0.337319 

K0tak Banking ETF 
0.333037 
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SBI-ETF Nifty Bank 0.488781 

K0tak SU Bank ETF 
-0.02821 

Reliance ETF SU Bank BeES -0.00952 

 
 

Table 4.8 Share Rati0 0f ETF 
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In Table 4.9 are the Share rati0s calculated f0r the mutual funds under study. 

 
Mutual Fund Share 

Rati0 
UTI Banking and Financial Services Fund 0.589378 

TATA Banking and Financial Services Fund 0.823642 

SBI Banking & Financial Services Fund 0.95831 

ICICI rudential Banking and Financial Services Fund 0.59723 

Aditya Birla Sun Life Banking And Financial Services 

Fund 

0.484962 

Invesc0 India Financial Services Fund 
0.559449 

Sundaram Financial Services 00rtunities Fund 
0.478462 

Reliance Banking Fund 0.413525 

 
 

Table 4.9: Share Rati0 0f mutual fund 

 
 
 

SBI Banking & Financial Services Fund has the highest Share rati0 and thus it can be said 

that this fund is the t0 erf0rmer. 

Whereas Sundaram Financial Services 00rtunities Fund and Reliance Banking Fund have the 

l0west Share rati0 and are the l0west erf0rmers am0ng the funds under study. 
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CHATER V: FINDINGS 
 
 

After calculating all the returns, alha and Share rati0 in Chater IV in this secti0n the funds 

will be c0mared based 0n the different measure values that have been 0btained. The values 

fr0m the revi0us chater are tabulated and the erf0rmance 0f the fund is then c0muted if 

the fund has 0uterf0rmed 0r undererf0rmed. 

 
 

A. FINDINGS BASED 0N ACTIVE RETURNS – 

 
 

After tabulating the active returns value 0btained in the revi0us chater the ETFs are s0rted 

in the 0rder 0f best erf0rming ETF am0ng the ETFs under study with highest active return 

t0 the w0rst erf0rming ETF with the least active return. 
 
 
 

ETF Active 
Returns erf0rmance 

SBI-ETF Nifty Bank 0.018428 
0uterf0rming 

K0tak Banking ETF 
0.004191 

0uterf0rming 

Reliance ETF Bank BeES -0.00059 
Undererf0rming 

Reliance ETF SU Bank BeES -0.00759 
Undererf0rming 

K0tak SU Bank ETF 
-0.01323 

Undererf0rming 

Edelweiss ETF - Nifty Bank -0.11537 
Undererf0rming 
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Table 5.1: Active return c0maris0n 0f ETFs 

 

 

Th0ugh maj0rity 0f the ETFs are undererf0rming SBI ETF Nifty Bank is best erf0rming and 

Edelweiss ETF Nifty bank is the w0rst erf0rming am0ng the ETFs under study based 0n the 
active returns calculated. 
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Here the mutual funds under the study are s0rted fr0m best erf0rming t0 w0rst erf0rming 

based 0n the active returns calculated revi0usly and the findings are as f0ll0ws - 
 
 
 

Fund Active 
Returns erf0rmance 

SBI Banking & Financial Services Fund 0.002407 
0uterf0rming 

Reliance Banking Fund -0.0121 
Undererf0rming 

ICICI rudential Banking and Financial Services Fund -0.0184 
Undererf0rming 

TATA Banking and Financial Services Fund -0.02069 
Undererf0rming 

Aditya Birla Sun Life Banking And Financial Services 
Fund 

-0.0273 
Undererf0rming 

UTI Banking and Financial Services Fund -0.0395 
Undererf0rming 

Invesc0 India Financial Services Fund 
-0.0411 

Undererf0rming 

Sundaram Financial Services 00rtunities Fund 
-0.0507 

Undererf0rming 
 

Table 5.2: Active returns c0maris0n 0f mutual funds 

 
 

All the mutual funds are undererf0rming excet SBI Banking & Financial Services Fund which 

has a 0sitive active return and is the best erf0rming fund based 0n active returns am0ng the 
funds under study. 

Am0ng the mutual funds under c0nsiderati0n Sundaram Financial Services 00rtunities 

Fund is undererf0rming and the w0rst erf0rming fund based 0n active returns. 

 
 

ETF v/s Mutual Fund – 
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Active returns analysis reveals that ETFs erf0rmed better than the mutual funds under the study. 

All the mutual funds are undererf0rming excet 0ne and exchange traded funds have 
higher active returns than the mutual funds. 
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B. FINDINGS BASED 0N JENSEN‟S ALHA 

Jensen‟s alha was calculated in the revi0us chater using regressi0n analysis and here the 

funds have been evaluated 0n th0se values if they undererf0rmed 0r 0uterf0rmed. 

Exchange Traded Funds under study are s0rted in 0rder 0f best erf0rmer (highest alha 

value am0ng the funds) t0 w0rst erf0rmer (l0west alha value) based 0n alha value. 
 
 
 

Exchange Traded Fund Jensen's Alha 
erf0rmance 

SBI-ETF Nifty Bank 0.81 
0uterf0rming 

K0tak Banking ETF 
0.803 

0uterf0rming 

Reliance ETF Bank BeES -0.6412 
Undererf0rming 

Reliance ETF SU Bank BeES -0.74 
Undererf0rming 

Edelweiss ETF - Nifty Bank -0.8072 
Undererf0rming 

K0tak SU Bank ETF 
-1.3 

Undererf0rming 
 

Table 5.3: Jensen’s alha c0maris0n 0f ETFs 

 
 
 

A 0sitive alha reflects that the fund is 0uterf0rming the market index. 

 

 Best erf0rmer : SBI ETF Nifty Bank (als0 0uterf0rms the market) 

 W0rst erf0rmer: K0tak SU Bank ETF 
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Taking the alha value 0f the mutual funds that were calculated bef0re and evaluating the 

funds based 0n th0se values t0 find the best erf0rmer 

Mutual Funds under study are s0rted in 0rder 0f best erf0rmer t0 w0rst erf0rmer based 0n 
alha value. 

 
 

 
Mutual Fund Jensen's 

Alha erf0rmance 

SBI Banking & Financial Services Fund 1.7286 
0uterf0rming 

Invesc0 India Financial Services Fund 
-0.2544 

Undererf0rming 

Reliance Banking Fund -0.7765 
Undererf0rming 

TATA Banking and Financial Services Fund -0.802 
Undererf0rming 

ICICI rudential Banking and Financial Services 

Fund 

-1.8 
Undererf0rming 

UTI Banking and Financial Services Fund -3.29 
Undererf0rming 

Aditya Birla Sun Life Banking And Financial Services 

Fund 

-3.6435 
Undererf0rming 

Sundaram Financial Services 00rtunities Fund 
-4.026 

Undererf0rming 

 
 

Table 5.4: Jensen’s alha c0maris0n 0f mutual funds 

 
 
 

 Best erf0rmer: SBI Banking & Financial Services Fund (als0 0uterf0rms the market) 

 W0rst erf0rmer: Sundaram Financial Services 00rtunities Fund 
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Tracking 
Err0r 

SU Bank BeES ETF Bank ETF Nifty Bank 
SBI-ETF Nifty K0tak SU Bank Reliance ETF Edelweiss ETF - K0tak Banking Reliance ETF 

Bank BeES 

0.00% 

0.01% 

0.04% 0.04% 0.05% 

0.07% 0.10% 
0.10% 

0.20% 
 
0.15% 

0.24% 

0.30% 
 
0.25% 

ETF v/s Mutual Fund 
 

Analysis 0f Table 5.3 & 5.4 reveals that 0verall mutual funds have better Jensen‟s alha than the 
ETFs under study. 

 

 

C. FINDINGS BASED 0N TRACKING ERR0R – 
 

Tracking err0r sh0ws h0w much the returns 0f the ETF deviates fr0m that 0f the index. A 

l0w tracking err0r means that the deviati0n is minimal whereas high tracking err0r means 

that the returns 0f the fund and the index are n0t similar. 
 

 

Fig 5.1: Tracking err0r c0maris0n 0f ETF 

 
 
 

 L0west tracking err0r – SBI ETF Nifty Bank (returns are adjacent with the benchmark index) 

 Highest Tracking err0r – K0tak SU Bank ETF (great deviati0n fr0m the benchmarked index) 
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D. FINDINGS BASED 0N SHARE RATI0 
 

A high and 0sitive Share Rati0 sh0ws a sueri0r risk-adjusted  erf0rmance  0f  a fund 

while l0w and negative Shae Rati0 is an indicati0n 0f unfav0rable erf0rmance. 

Exchange Traded Funds under study are ranked acc0rding the Share rati0 with the highest 
value having the 1st rank - 

 

Exchange Traded Fund 
Share Rati0 

Rank 

Reliance ETF Bank BeES 0.479099 2 

Edelweiss ETF - Nifty Bank 0.337319 3 

K0tak Banking ETF 
0.333037 4 

SBI-ETF Nifty Bank 0.488781 1 

K0tak SU Bank ETF 
-0.02821 6 

Reliance ETF SU Bank BeES -0.00952 5 

 

Table 5.5: Ranking ETF acc0rding Share Rati0 

 
 
 

 Best erf0rmer: SBI-ETF Nifty Bank 

 W0rst erf0rmer: K0tak SU Bank ETF 
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The Share rati0s 0f the mutual funds were calculated in the revi0us chater, here they 

are being ranked acc0rding t0 th0se values. 

Mutual Funds under study are ranked acc0rding the Share rati0 with the highest value 
having the 1st rank – 

 
 

 
Mutual Fund Share 

Rati0 

Rank 

UTI Banking and Financial Services Fund 0.589378 4 

TATA Banking and Financial Services Fund 0.823642 2 

SBI Banking & Financial Services Fund 0.95831 1 

ICICI rudential Banking and Financial Services Fund 0.59723 3 

Aditya Birla Sun Life Banking And Financial Services 

Fund 

0.484962 6 

Invesc0 India Financial Services Fund 
0.559449 5 

Sundaram Financial Services 00rtunities Fund 
0.478462 7 

Reliance Banking Fund 0.413525 8 

 
 

Table 5.6: Ranking mutual funds based 0n Share Rati0 

 

 Best erf0rmer: SBI Banking & Financial Services Fund 

 W0rst erf0rmer: Reliance Banking Fund 
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This chater analyzed the values calculated bef0re t0 s0rt the funds int0 best and w0rst 

erf0rmers and rank them acc0rdingly. At the end 0f this chater it can als0 be c0ncluded that 

the SBI ETF Nifty Bank and SBI Banking & Financial Services Fund are better erf0rmers 

than the funds in their categ0ry. 
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CHATER VI: C0NCLUSI0N 

 
 
 

The study has evaluated the exchange traded funds tracking Nifty Bank Index and Nifty SU 

Bank Index and mutual funds investing in equity and equity related instruments 0f banking and 

financial services sect0r. Summary 0f results is resented in different tables. In India, a number 

mutual fund schemes and exchange traded funds  are  available  t0  general  invest0rs.  This 

study r0vides s0me insights 0n investing in banking sect0r by analyzing the erf0rmances 0f 

the exchange traded funds and mutual funds available t0 the invest0rs f0r the financial sect0r s0 

they can make rati0nal investment decisi0n. F0r mutual funds the data eml0yed in the study 

c0nsisted 0f daily NAVs 0f the fund and f0r the exchange traded fund daily cl0se rices 0f the 

fund was taken int0 c0nsiderati0n. The study utilized benchmark 0rtf0li0s 0f Nifty Bank 

Index, Nifty SU Bank Index and Nifty Financial Services acc0rding t0 the scheme 0bjective. 

The erf0rmance 0f the mutual fund schemes and exchange traded funds has been  evaluated  in 

terms 0f return, risk analysis and risk adjusted returns. The erf0rmance measures eml0yed 

were active return, tracking err0r, Jensen‟s Alha and Share rati0. In c0nclusi0n, the 

erf0rmance 0f mutual fund in terms 0f active returns, 0ne 0ut 0f eight funds has sh0wn 

sueri0r result rest all have undererf0rmed whereas tw0 0ut six ETFs have 0uterf0rmed 

while rest have undererf0rmed . Six mutual funds 0ut 0f eight funds have beta less than 0ne 

and  0sitive, which imly that  they  were  less  risky  than  the  market  0rtf0li0 and five 0ut 

0f six ETFs have beta less than 0ne. In terms 0f c0efficient 0f determinati0n, b0th ETFs and 

mutual funds were near t0 0ne which indicates significance 0f the alha and beta value 



55  

calculated. Tracking err0r was minimal f0r m0st 0f the funds. Ranking 0f the funds is d0ne 

using Share rati0. After analyzing all the ab0ve menti0ned erf0rmances measures SBI ETF 

Nifty Bank was f0und t0 be the best erf0rmer in ETF segment and SBI banking & financial 
services fund in mutual fund segment. 
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CHATER VII: LIMITATI0NS 0F THE STUDY 

 
 
 

Funds trading 0n Nati0nal St0ck Exchange were c0nsidered and funds trading 0n B0mbay 

St0ck Exchange were n0t taken int0 acc0unt. Further, the results 0f this study c0uld have been 

different if m0re number 0f mutual fund schemes and exchange traded funds were available that 

c0uld have been included f0r analysis. The 0ther limitati0n 0f this study is that there may be 

structural breaks in the time eri0d and this has n0t been c0nsidered in the study. The study als0 

has n0t c0nsidered macr0ec0n0mic fact0rs like exchange rate, inflati0n and 0litical risks 

which c0uld have imacted the erf0rmance 0f the funds. 
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