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Executive Summary

This study examines the mutual fund industry in India, focusing on its historical development,
current structure, and the factors influencing investment decisions. The Indian mutual fund industry
began in 1963 with the launch of the Unit Trust of India (UTI). Over time, the sector matured, with
significant growth in both assets under management (AUM) and the number of investor folios.

As of 2024, the mutual fund industry's AUM reached 57.26 trillion. Despite this growth, mutual
funds still represent a small fraction of total household investments, with fewer than 10% of Indian
households investing in them. Challenges such as low awareness, financial literacy, and limited
distribution channels continue to hinder growth.

This research focuses on understanding the factors influencing mutual fund investment decisions.
The study explores investor behavior across various demographic segments, such as businessmen,
salaried employees, and retirees, to identify the key factors that guide their investment choices.
Primary data is collected through surveys targeting a diverse range of investors, with questions

addressing risk tolerance, expected returns, and financial goals.

The study also examines the regulatory framework and the role of distributors in expanding market
reach. Different types of mutual funds, including equity, income, and tax-saving funds, are
discussed, along with the increasing popularity of Systematic Investment Plans (SIPs) for long-term

wealth creation.

In conclusion, the mutual fund industry has significant growth potential, but addressing challenges
like low financial literacy and limited awareness is crucial for broader adoption. The study provides
insights that can help policymakers and financial institutions enhance strategies for increasing

mutual fund penetration in India.
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CHAPTER 1
INTRODUCTION




About Mutual Funds

Mutual Funds in India First started in 1963; the Government of India launched the Unit Trust of India
(UTI). UTI enjoyed a monopoly on the Indian mutual fund market until 1987 when other state-
controlled Indian financial institutions, including State Bank of India, Canara Bank and Punjab
National Bank, set up their own funds. Despite being available in the market, fewer than 10% of Indian
households invest in mutual funds. The latest report from Mutual Fund Investments, published by
Boston Analytics, Research and Analytics, reports that investors are losing their money due to high
risk and lack of information about how mutual funds operate, have stopped withdrawing in mutual

funds. As of June 2013, there were 46 mutual funds.

Concept of Mutual Funds

\Z

Many investors with common financial objectives pool their money.

N\

Investors, on a proportionate basis, get mutual fund units for the sum

contributed to the pool.

The Money collected from the investors is invested into shares, debentures and other
securities by fund manager.

The fund manager realizes gains or losses, and collects dividend or interest
income.

Any capital gains or losses from such investments are passed on to the investors in proportion of

the number of units held by them.

Association of Mutual Funds of India (AMFI) is an industry benchmark in the field of mutual funds in

India. It was formed in 1995. Most mutual fund companies in India is its members. The company




aims to develop the mutual fund market in India by improving ethical and business standards. AMFI
merged on 22 August 1995. As of April 2015, there were 44 members.

1.1  Objectives of AMFI

I"Defining and maintaining high professional and ethical standards in all sectors of the mutual
fund industry.

I"'Recommending and promoting best practices and practices adopted by members and others
engaged in mutual funds and asset management activities, including agencies involved with or

involved in capital markets and financial services.

Communicating with the Securities and Exchange Board of India (SEBI) and representing
SEBI on all matters relating to the mutual fund industry.

Representing the government, the Reserve Bank and other institutions on all matters pertaining

to the mutual fund industry.

Launching a nationwide investor awareness program to promote the concept and proper

understanding of mutual funds.

Disseminating information about the Mutual Fund industry and undertake studies and research
directly and / or with other organizations.

Controlling the behavior of suppliers, including disciplinary action (ARN termination) for violating
the Code of Conduct.

Protecting the interest of investors or unit holder

History

The history of mutual funds in India can be broadly divided into four distinct phases.

First Phase - 1964-1987

The Unit Trust of India (UTI) was established in 1963 by an Act of Parliament. It was founded by the
Reserve Bank of India and operated under the regulatory and administrative control of the Reserve

Bank of India. In 1978, UTI was removed from RBI and the Industrial Development Bank of India




(IDBI) replaced RBI with regulatory and administrative control. The first scheme introduced by UTI
was the Unit Scheme 1964. In late 1988, the UTI paid Rs. 6,700 crore assets under management.

Second Phase - 1987-1993 (Entry of Public Sector Funds)

1987 marked the entry of non-UT]I, public sector banks and public sector mutual funds established by
Life Insurance Corporation of India (LIC) and General Insurance Corporation of India (GIC). The first
non-UTI mutual fund was established in June 1987, followed by SBI Mutual Fund, followed by
Canbank Mutual Fund (December 87), Punjab National Bank Mutual Fund (August 89), Indian Bank
Mutual Fund (November 89), Bank of India (90%). Bank of Baroda Mutual Fund (October 92). LIC
established its mutual fund in June 1989 and GIC established its mutual fund in December 1990. At

the end of 1993, the mutual fund industry received Rs. 47,004 crores assets.

Third Phase - 1993-2003 (Entry of Private Sector Funds)

With the introduction of private sector funds in 1993, a new era in the Indian mutual fund industry
began, giving Indian investors a wider choice of fund families. Furthermore, 1993 was the year
when the first mutual fund regulation came into existence, under which all mutual funds except
UTIs were registered and administered. Former Kothari Pioneer (now merged with Franklin

Templeton) was the first private sector mutual fund registered in July 1993.

The 1993 SEBI (Mutual Fund) Regulations were replaced in 1996 by the more comprehensive and
revised Mutual Fund Regulations. The industry now operates under SEBI (Mutual Fund) Regulations
1996.

The number of mutual fund houses has grown, many foreign mutual funds have set up funds in India,
and the industry has seen many mergers and acquisitions. By the end of January 2003, Mutual Fund
had total assets of Rs. 1,21,805cr. Unit Trust of India’s Rs. 44,54 1cr. of assets under management are

ahead of other mutual funds
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Fourth Phase - since February 2003

In February 2003, after the repeal of the Unit Trust of India Act 1963, UTI was split into two separate
entities. This unit is the designated entity of the Trust of India, and had Rs. 29,835cr. at the end of
January 2003, assuring a broader assurance of assets, returns and certain other schemes of the US 64
scheme. The Unit Trust of India is under the obligations of the Mutual Fund under the terms and

conditions laid down by the Administrator and the Government of India.

The second is the UTI Mutual Fund, which is sponsored by SBI, PNB, BoB and LIC. It is registered
with SEBI and operates under Mutual Fund Regulations. In March 2000, the then UTI paid Rs. With
over 76,000 crore assets under management and with the establishment of UTI Mutual Fund,
compliance with SEBI Mutual Fund regulations, and the recent mergers between various private sector

funds, the mutual fund industry is in a consolidated phase of growth and entry into growth.

Fifth (Current) Phase - since 2014-2024

Since May 2014, the industry has seen steady inflow and growth in AUM as well as the number of

investor folios (accounts).

The Industry’s AUM crossed the milestone of R10 Trillion (10 Lakh Crore) for the first time as
on 31st May 2014 and in a short span of two years the AUM size has crossed 215 lakh crore in
July 2016.

The overall size of the Indian MF Industry has grown from  3.26 trillion as on 31st March 2007
to X15.63 trillion as on 31st August 2016, the highest AUM ever and a fivefold increase in
a span of less than 10 years.

In fact, the MF Industry has more doubled its AUM in the last 4 years from

5.87 trillion as on 31st March, 2012 to X 12.33 trillion as on 31st March, 2016 and further grown to
15.63 trillion as on 31st August 2016.

In September 2012, SEBI introduced a number of progressive measures to "re-energize" the Indian
Mutual Fund industry and increase the penetration of MFs. The agency took note of the low
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penetration of MFs, particularly in tier Il and tier 111 cities, and the need for greater alignment of the
interests of various stakeholders.

With time, the actions were successful in reversing the downward trend that had begun following the
global financial crisis, and things became much better once the Center's new government was
established. The industry has had consistent inflows, growth in AUM, and an increase in the quantity

of investor folios (accounts) since May 2014.

On May 31, 2014, the industry's AUM crossed the 10 trillion (210 Lakh Crore) milestone for the first
time. Within a little over three years, the AUM size had climbed more than twofold, and in August
2017, it crossed the %20 trillion (220 Lakh Crore) milestone for the first time. In November 2020, the
AUM size surpassed %30 trillion, or 30 Lakh Crore, for the first time.

Over the course of a decade, the Indian mutual fund industry has experienced a six-fold increase in
value, from R 9.45 trillion on April 30, 2014, to X 57.26 trillion on April 30, 2024.

In just five years, the MF Industry's AUM has increased more than twice, from %24.79 trillion on April
30, 2019 to ¥57.26 trillion on April 30, 2024.

In just five years, the number of investor folios has increased from 8.27 crore on April 30, 2019, to

18.15 crore on April 30, 2024—a more than two-fold rise.

Since April 2019, an average of 16.46 lakh new folios have been uploaded each month during the past
five years.

The sector's expansion has been made possible by the combined impact of the regulatory actions taken
by SEBI in September 2012 to revitalise the mutual fund business and the assistance provided by

mutual fund distributors in growing their retail clientele.

Particularly in smaller towns, MF Distributors have been offering the crucial last-mile connection with
investors. This connection not only helps investors invest in suitable schemes but also helps them stay
on course during periods of market volatility, which is another way that investing in mutual funds

benefits investors.

e Over time, MF distributors have also played a significant part in the spread of awareness about
Systematic Investment Plans (SIPs). The overall number of SIP accounts reached 8.70 crore as of April
30, 2024, having crossed the 1 crore barrier in April 2016

12




Need/Importance of Study

Many versions of mutual funds can also cater to small savers and diversify into many benefits such as
professional management, tax benefits, systematic investment, portfolio, simplicity and liquidity. Each
fund has a predetermined investment objective that is consistent with the fund's assets, investment

sectors and investment strategies.

There are a variety of mutual fund schemes to meet the requirements such as financial condition, risk
tolerance and return estimates. Of the 1309 schemes offered by 44 mutual funds as on 31 March 2012,
the mutual fund industry's AUM touched Rs 587,217,

The business of the Indian Mutual Fund (MF) industry is mostly limited to Tier 1 cities; however,
the industry is focused on developing penetration ratios and increasing its presence in other cities.
Currently, the top five cities in India account for 74% of total pie, with the remaining 26%
distributed among other cities, according to the CII-PwC report on mutual funds. According to
the CI1I-PWC report, the Indian MF market has untapped potential. In some developed countries,
mutual fund AUMSs are many bank deposits. In India, mutual funds do not even own 10% of AUM

bank deposits. It represents immense potential for industry development.

The primary challenges are low awareness levels and financial literacy, adoption of distribution
channels, accessibility, scalability, and cultural and behavioral change. To get to the bottom of the
pyramid, challenges remain in the absence of proper documentation such as PAN cards, bank

accounts.

The purpose of this study on mutual funds is to understand the factors that influence investment
decision in relation to mutual funds. Studies are conducted at SBI Bank's Branch Office to understand
the customer's preferences and their interest in various types of mutual fund products and their

expectations of investment.
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Types of Mutual Funds

1) Based on Structure

Open-Ended Funds:

These are funds that open units for purchase or redemption annually. All purchases /
redemptions of these fund units are done in the current NAV. Basically these funds allow
investors to invest as long as they want. There is no limit on how much you can invest in the
fund. They are actively managed which means there is a fund manager who chooses places to
invest. These funds also charge higher fees than actively managed funds due to active
management. They are ideal investment for those seeking liquidity and investment as they are
not responsible for a particular maturity period.

Close-Ended Funds:
These are funds that can only buy units during the initial offer period. Units can be redeemed on a

specified maturity date. To provide liquidity, these schemes are often

listed for trading on the stock exchange. Unlike open-ended mutual funds, once units or shares are
purchased, they cannot be sold back to mutual funds, instead selling them at the current value of the

shares through the stock market.

Interval Funds:

These are open-end and closed-end funds, which are open to repurchase of shares at different periods
during the fund's tenure. The fund management company offers to repurchase the units from the unit

holders at these intervals. Units can pick up shares if they wish.
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2) Based on Asset Class:

Growth funds: Under these schemes, the money is mainly invested in equity shares for the purpose of
providing capital appreciation. These are considered risky funds for investors with long-term investment

ranges. Since theyare risky funds, theyare also ideal for those looking for high returns on their investment.

Income funds: Under these schemes, money is mainly invested in fixed income. Bonds, debentures, etc.,

are meant to provide investors with capital protection and general income.

Liquid funds: Under these schemes, money is mainly invested in short-term or very short-term
instruments. T-bills, CP, etc. are meant to provide liquidity. These are considered low risk with moderate

returns and are ideal for investors with short term investment deadlines.

Tax-Saving Funds (ELSS): These are mainly funds that invest in equity shares. Investments made in
these funds are eligible for deduction under the Income Tax Act. If they perform well, they will be

considered high risk, but will also yield high returns.

Capital Protection Funds: These are funds that are distributed between fixed income instruments and

investments in the equity markets. This is done to ensure the safety of the invested principal.

Fixed Maturity Funds: Fixed maturity funds are assets that are invested in debt and money market

instruments, where the maturity date is equal to or before the fund.

Pension Funds: Pension funds are mutual funds that are invested with a long-term goal. They are mainly
intended to provide regular returns by the time the investor is ready to retire. Investments in such funds
are split between equities and debt markets, where equities serve as a risky part of investments that provide

high returns and balance market risk and provide low but stable returns. The proceeds from these funds can be

taken as a whole or a pension or a combination of both.
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Some top rated mutual funds:

Category : Largecap

SCHEME NAME

Aditya Birla-Sun Life Equity Fund - Gr

Aditya Birla Sun Lite Frontling Equity Fund - Gr
DSP BlackRock Equity Opgontunities Fund - Gr
Edelweiss Large & Mid Cap Fund - Regular Gr
HBFC Growth Fund Gr

Indisbuils Blue Chip Fund - Gt

Kotak Opportunities Fund - Gi

Kotak Select Focus Fund - Gr

Matilal Oswal MOS! Focused Multicap 85 Fund -
Retiance Top 200 Fund - Gr

Category : Midcap

LUMPSUM RETURNS

1221

am s

1092 1237

178 901

1205 10.59

1278 945

923 1042
B0 1172

Gr 1552 1561

L 824

1241

i o

12.81

49 1058 |
11.12

NA
11.43

NA
1198

1,099,100

1,109,200

1420500

1,092:300

1,155 200
1120900

1.412.846

1217642 | 2

1.418.898

1295985 | 2,

1452532
1311135
1.346.304

1394417

1,545,205

1,268,129 :‘-,.':_:_'-'

2412.587

10 Yoar

3,221,438

3.337.921

2,733,784

2,870,267
NA

2.5951,354

NA
NA

89 3086491

SCHEME NAME
Aditys Birla Sun Life Pure Yalue Fund - Gr

Aditys Birla Sun Life Smalt and Midcap Fund - Gr-

DEP BlackRock Mideap Fund - Reg Gr

DSP BlackRock Small Cap Fund - Gr*
Franklin India Smaller Companies Fund - Gr
HDFC Small Cap Fund - Gr

Kotak Emerging Equity Scheme - Gr

LRT Emerging Businesses Fund - Gr

L&T Mideap Fund - Gr

1714 1667
1820 1896
1082 1491

1644
1623
20,16
1481

784 2276

17.27

16

1,171.4060

1152000

1108200

1081500

1,138.400

1,100,900

1.588.069
1,663,460
1.517.307

1.578.725

1,530,019
1,734,924
1513349
149,995
1612727

3,547 452

3153448

3.738,706

3,248,083
3678783

10 Year
6,058,883
4350964
4977 954
£.205.709
5.395 722

NA
3598127
NA
4.827 410




SIP RETURNS

Category : Largecap. - Return (%) . Vale(Rs)
Investment of Rs.1,00,000/- per mo 12,00.000 36.00.000 §0,00.000 1.20.00.000
SCHEME NAME ' S Year i 10 Yoar
Aditya Birla Sun Life Equity Fund - Gr 070 1506 1676 1676 1204545 4502206 0576927 28910916
Aditya Birs Sun Life Frontine Equity Fund - Gr 064 1108 1381 1502 | 1185836 4248150 BS2703 26330057
DSP BlackRock Equity Opportunities Fund - Gr 087 1512 1780 1621 1205648 4506073 0355100 28,068,040
Edeiweiss Lavge & Mid Cap Fund - Regular Gr 1087 1435 1544 1432 | 1265389 4457250 BA28DS6 25360167
HDFC Growth Fund Gr 206 1382 1453 1345 1218154 4422790 8633807 24206303
Inclabulis Biue Chip Fund - Gr 488 1325 1382 NA | 1251489 sss400 BATOTE  NA
KotakOppom_mmes Fund - Gr -114 1319 16837 1524 1192577 4,382,801 9033282 26642767
Kotk Setect Focus Fund - Gr 080 1405 177 NA | 1208898 4407440 9348252  NA
Motial Oswal MOSt Focused Mullicap 35 Eund -G~ 748 1904  NA  NA 1246230 4783519  NA NA
Reliance Top 200 Fund - Gr 150 1282 1554 1488 | 1208728 4350420 8850988 26133044

investment of Rs.1,00,000/- per month 12,00,000 36,00,000 60.00,000 1.20.00.000
SCHEME NAME i 3 Yaar 10 Year

Aditya Blela Sun Life Pure Value Fund - Gr 376 1983 124238 4816561 11,200,900 39,371,608
Adityz Birla Sun Life Small and Mideap Fund - Gr | 313 2098 2537 1220209 4,894,476 11295857 36817784
DSP BlackRock Midéap Fund - Reg Gr 320 1724 2285 4BA4120. 10575497 36127616
D8P BlackRock Small Cap Fund - Gr* 120 1637 201 4587133 11,898,352 46010483
Franklin India Smaller Companies Fund - Gr 605 1782 4,682,372 ﬁ,163,38_2 42723275
HDFC Small Cap Fund - Gr 2268 64 244 N 342819 527372t 11067419  NA
Kotak Emerging Equity Scheme - Gr 437 TR20 2434 2046 1228219 4641,489 10961650 35.297626
L&T Efmerging Businesses Fund - Gr 1155 2837 | NA NA 1273820 5415273 NA NA
L&T Mideap Fund - Gr 385 2092 2636 2224 1224881 4890350 11.505.072 38.863755
5B Small’& Midcap Fund - Gr* 1838 2684 3329 NA 1816392 5304562 13554017  NA
Value (Rs)) _
1200000 3600,000 60,00,000 1,2000,000

SCHEME NAME 10 Year 10 Yoar
Aditya Bidla Sun Life Balanced 95 Fund - Gr 54 1123 1457 1502 1208987 4259936 B.642210 26330057
DSP BlackRock Equity & Bond Fud - Gr 081 1108 1449 1340 1205250 4250629 RAZ5AGT 24.141676
L&T India Prudence Fund - Gr 208 1160 1541 NA 1213477 42820952 8822746 NA
Reliance Regular Savings Fund Balance Plan-Gr | 841 1242 1522 1534 | 1220120 4334255 B781616 26786177
8Bl Magnum Batance Fund - Div 583 1108 1445 1438 1237567 4250529 B8616693 25441827
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Category : Balance

SCHEME NAME 3 Year 5 Yaar 10 Yeal { Yaar 3 Year ‘,YE&' 10 Yeay
Aditya Bira Sun Life Balanced 95 Fund - Gr 797 QA8 1729 1380 1079700 1312213 2219754 3642698
DSP BlackRock Equity & Bond Fund + G 843 9% 1638 1181 1@;@9@ 1,328,461 g;,g_gw,ggg{ 3,053,560
L&T India Pradence Fund - Ge 1049 986 1870 NA 1104900 1305024 2355425  NA
Relance Regula Savings Fund Baance Plan-Gr | 126 1061 1761 1468 | 1121500 1350260 2240851 3984385
SBI Magnum Batance Fund - Div 1487 804 1762 1185 149700 120289 2251157 2960233
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CHAPTER?2

LITERATURE REVIEW

19




Dr Tapan K Panda and Dr Nalini Prava Tripathy (2001) have made a research on customer

orientation in designing mutual fund products to understand the customer key buying criteria for
mutual fund products. The aim of their study is to identify investors' preferences and preferences
towards different types of mutual fund products and to identify the key characteristics of mutual
funds in destroying the permanent marketing variables in the design of new mutual fund products.
Data obtained from the study were analyzed using factor analysis to identify the key
characteristics that respondents preferred in mutual fund production. There are 24 factors
considered to understand investor preferences. The main product is identified, which is awareness,
product characteristics, convenience, specific to small investors, public / private ownership,
technology, duration and brand name. Other factors identified are Investor Expectations, Service

Behavior, Persuasive Promotion, and Investor Confidence.

The study concluded that the impact of various purchasing factors may not have a high degree of

coherence to the buying behavior of small investors. The motive for a small investor to buy a mutual

fund product may be due to a number of factors that rely on consumer risk return trading. Due to the

bank's interest rate cuts and high levels of volatility in the Indian stock market, investors are looking

for an option for their short-term investments that will provide them with higher returns and protection

for their investment.

K.Viyyanna Rao and Nirmal Daita(2013) have made a research study on the fundamental factor
affecting investment in mutual funds - the EIC Approach.

A Case Study on RCAML, in which the correlation between key economic variables is identified
and the relationship between the breakdown of various schemes and the characteristics of the fund
on mutual funds is also studied. The descriptive statistics of the Dependence products were
analyzed and concluded that the fund size was positively correlated with the NAV and P / E ratios,
indicating that earnings increase with the increase in fund size. A high negative correlation was
found with turnover and standard deviation, indicating that the increase in turnover reduces the

risk of money.
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R.Padmaja (2014), has made a research study on A Study of Consumer Behavior towards Mutual
Funds with Special Reference To ICICI Prudential Mutual Funds, Vijayawada and found that there
is greater awareness of mutual fund products and that respondents are aware of tax benefits and
mutual funds. The original purpose of investing was identified as savings. SBI Magnum Tax
Benefit schemes are highly rated based on tax benefits. The preference for investment for mutual
funds is given by people aged 20-30 years. Among business class respondents, 30-40 year olds
prefer mutual funds. Mutual funds are given priority in professional class age groups under the age
of 40 years. All funds were favored by all respondents. A studywith ICICI Mutual Funds found that
the service class was more favored by equities.

Dr. G. Malyadri And B. Sudheer Kumar (2013) have studied Mutual Funds in the context of

HDFC and concluded that open-ended schemes are the most popular options for investing in short
term and high returns. While close ended options for low returns with long- term investment and
low risk are popular. The awareness level of mutual fund products among respondents was 73%,

which is still only 12 % Preferred Mutual Fund.

Dr. Binod Kumar Singh (2012) conducted research on investor attitudes towards mutual funds
as an investment option over 250 respondents, 71 respondents having a positive attitude, 117
respondents having a neutral attitude and 62 respondents having a negative attitude towards
mutual funds. Variables such as age, sex, income, and educational qualification were examined
by Chi Square analysis at 5% significance level, and gender, income, and education levels had a
significant impact on investor attitudes. Weighted scores are assigned to a variety of factors and
are related to the factors that contribute to investing in mutual funds, yield potential is first,
liquidity is second, flexibility, transparency and affordability are third, fourth and fifth

respectively.

K. Lakshmana Rao (2011) conducted research on individual investors' behavior towards
mutual fund schemes (a study on the perception and adoption of educational levels), which is the

focus of PG research. Professional and graduate level qualifications are more frequently adopted
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than respondents without formal qualifications or UGs. The efficiency and understanding and
adoption of the schemes are proportional to the growth in education. Awareness of equity fund
schemes was high (35.71 per cent) followed by balanced fund schemes (32.86 per cent). ELSS in
relation to respondents with PG graduates (26.29 percent).

Dr.Nishi Sharma (2018) conducted a study on Indian Investor's Perception towards Mutual
Funds through Factor Analysis and concluded Factor 1 as Scheme / Fund related Attributes which
includes Regular Updates on every trading day (regarding investment, NAV etc.), Safety of
Investment, Full Disclosure of Information regarding Scheme / Fund like objective, periodicity
of valuation, scheme's sale/ repurchase etc., Favorable Credit Rating of Scheme, Factor 2 as
Monetary Benefits which includes six variables viz., Capital Appreciation, Charges (Expense
Ratio, Entry Load and Exit Load), Regular Return on Investment, Early Bird Incentives, Fringe
Benefits like Tax Benefits, Free Insurance, Free Credit Card, Loans on Collateral etc., Liquidity

and Factor 3 as Sponsor's Attributes which includes four variables viz., Reputation of Sponsor,

Sponsor's Expertise, Promptness in service and Retaliation of Investor's Grievances.

Manasa Vipparthi and Ashwin Margam (2023) have conducted research on investor
perceptions on mutual funds: A comparative study on public and private sector mutual funds. The
study concluded that investors' age, marital status and occupation have a direct impact on investor
investments. It specifies liquidity. Flexibility, tax savings, service quality and transparency are the
basic factors that have the most impact on investors' perception. Factor analysis concluded that mutual
funds are monetary and core products that influence investment decisions on mutual funds for the public
and private sectors, which have a major impact on fund strength, promotional activities and customer

quality.
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CHAPTER 3
RESEARCH METHODOLOGY
Objectives of the study
e Tounderstand mutual funds industry.
e To know more about different types of funds.
e Tostudy and understand the factors influencing investment decisions in Mutual Funds.

e Understanding the mindset of the investors towards Financial Planning.

a) Research Type

This research can be categorized as Descriptive Research. The goal of descriptive research is to describe
the characteristics of a population or phenomenon under study. In this case, the research aims to describe
and analyze the various factors influencing investment decisions in mutual funds, with a particular focus on
the behavior and preferences of investors .The aim of this research is to explore how different factors—
such as individual financial goals, risk tolerance, and demographic characteristics—affect the decision-

making process of investing in mutual funds.

b) Data Collection Sources

The major source of data for this study is Primary Data, collected from businessmen, salaried employees,
and retired individuals through a structured questionnaire distributed via Google Forms. Secondary Data
was also used, sourced from existing literature, reports, and academic articles. This dual approach helped

gather insights into the factors influencing mutual fund investment decisions.

C) Methodology of data collection

This report is based on primary and secondary data, although more emphasis has been placed on primary
data collection, as this approach is an important aspect of the study. One of the most important users of the
research methodology is the ability to identify, gather, analyze, and provide an alternative solution to a
problem. It helps top management to gather crucial information that will help them to make daily decisions

and make better decisions.
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CHAPTER 4

DATAPRESENTATION &
ANALYSIS




Age group Frequency Percent

18-25 25 25%
26-30 25 25%
31-45 25 25%

>45 25 25%
Total 100 100%

—

- Age
20 |
v
&
] 10
“ - [ro— P— o
18-25 26-30 31-45 >45
Age

Interpretation: The sample of respondents which was collected consisted of different age

groups in a proportionate number.

2) Gender:

Gender Frequency Percent

Male 64 64%
Female 36 36%
Total 100 100%

Frequency

| Gender

Interpretation: Out of the total respondents 36% were female and 64 % were male.
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3) Income:

Income Slab  Frequency Percent Income Slabs

<15000 22 22%
15000 to<25000 3s 35% /
25000 to <40000 13 13% L‘//
>40000 30 30% -
Total 100 100% A T TRt S et nan T Aird e dntis e s ke

Interpretation: The sample respondents are mostly in the range of Rs.15000- 25000 income per
month followed by above Rs.40000 and 22 % below Rs.15000 and least number of respondents in

the range of Rs.25000-40000 and sample consists of a combination of all income groups.

4) Occupation:

Occupation Frequency Percent | - Occupation
Service 45 45%
Business 13 13% e l
g
Professionals 15 15% g ool L -
- . 015' & é‘, s
Others 27 27% &9 \f’ &«
Total 100 100% : € Occupation

Interpretation: 45% of the respondents are Service men, 13% business men, 15%- professionals

and 27% consisted of others (students, retired and housewives) constitute the sample.
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5) Investment Pattern:

i

Term  Frequency Percent Vo Cumulative Investmet Pattern
Percent
Short Term 42 42% 42 42
longTerm 50 50% 50 92 o
Wlong Term

Both 8 8% 8 100 otk
Total 100 100% 100

Interpretation: 50% of the respondents have plans to invest for a long tenure whereas 42% of
respondents want short term investment while 8% are looking for a an open investment option,

and it can be liquidated in short term but can continue for a long tenure if no emergency arises.

6) Expectation of People in terms of Rate of Return:

Rate of return Frequency Percent Income Slabs
<10% 26 26% " <10%
10 to <12% a1 41% w1010 <12%
12 to<15% 16 16% w12 teasn
>15% 17 17% w>15%
Total 100 100%

Interpretation: The majority of respondents, 41% expect a return of 10-12% return, 26% expect
RoR<10%, 17% would expect RoR>15% and 16% of respondents require 12-15% return from

investment.
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7)  Liquidity Requirement:

Valid Frequency Percent Income Slabs
Anytime 35 35% W Anytime
>1-3 years 40 40% u>1-3years
>3-5 years 13 13% 14>3-5 years
>5 years 12 12% U5 yesrs

Total 100 100%

Interpretation: 40% of the respondents said they would liquidate their investments in 1- 3 years
time period and 35% preferred anytime liquidity and 13% said 3-5 tenure is time period they

would wait and 12% out of the total would liquidate after more than 5 years.

8) Already Invested in Mutual Funds:

Mutual fund

Frequency Percent Mutual fund Investor
Investor - l
Yes 41 41% a‘“ J
] 20 - —
No 59 59% - Y s

Total 100 100% Mutual fund Investor
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Interpretation: The survey found 41% of the respondents have already invested in mutual

funds and 59% of respondents did not invest in mutual funds.

9)  Opinions on Investing in Mutual Funds:

Investment opinion on
Mutual funds

planning to invest
will consider
Never
already invested
Total

Frequ
ency
15

31
13
41
100

Percent Investment of:inion on Mutual
nds

15% -::::::ng to
31% will consider
13%

i Never
41%

Lialready
100% invested

Interpretation: 31% respondents have showed interest in investing in mutual funds and

15% are already planning to invest and 13% said would never invest and the rest (41%) have

already invested.

10) Major factors preventing respondents to invest/ reinvest in Mutual funds:

Factors Frequency Percent

previous experience 18 18%
Lack of proper service 10 10%
Difficulty in selection of various 24 24%
schemes

Improper Investment Advisors 16 16%
Lack of knowledge 26 26%
Reviews q 4%
Others 2 2%
Total 100 100%

Major Factors preventing respondents to

invest/Reinvest
2 | I I
W/ff/ff
Vg gd
f Major Factors prewenting
f respondents to mvest/Reinvest
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Interpretation: Factors such as Lack of knowledge and difficulty in selection from

various schemes was major hindrance. The previous experience and improper investment

advisors have also prevented many customers from investing/reinvesting.

11) Frequency of Checking Investment Performance:

investors checking the
investment performance

Daily 5
Weekly 10
Monthly iz
Once In A While 11
During Maturity 3
Total 41

Frequency Percent

12%
24%
29%
28%
7%
100%

investors checking the
invaestmaeont parformance

- Dally

o Waekly
| Moanthly

W Oncea tn A While
s Distng Maturity

Interpretation: Maximum no. of people i.e. 29% check the performance once a month followed

by 28% of people who check once in a while and only 7% of the people check the performance

at maturity.

12)  Preferred Mode of Communication:

Respondents Preferred

mode of Frequency Percent
Communication

Personal 12 29%
Telephonic 8 18%
Mail 6 16%
Internet 10 25%
Newspaper 5 12%
Total 41 100%

Respondents Preferred
mode of Communication

M Personal

u Telephonic
L Mall
 Internet

. Newspaper

Interpretation: Majority prefers to know the offers by personal communication.

31




CHAPTER 5

Findings, Conclusion

& Recommendations




CONCLUSION

The study was conducted to understand the customer expectations and the factors which affect their
decision to invest. The factors concluded that image of the investment plays a major factor which

convinces a customer followed by Future potential and attractiveness of the product.

The respondent's positive response towards investment and 41% respondents having already
invested shows modest penetration among the customers.

The global economic conditions have made mutual fund investments a lucrative option for investors
to mitigate risk and diversify with many options available to customers.

The current debt market conditions are attracting customers in mutual fund debt instruments as they
are considered to provide good returns owing to volatility in equity market.

The technological advancements of providing real time information and convenience to customer in
terms of purchase, payment and redemption has made mutual fund industry a booming investment
option to customers.

The Preference of customers is mutual fund offices/banks to approach rather than investment advisors
hence would advise more mutual fund representatives should be allotted to banks.

The interest of investors in various options shows a huge mass potential for investments in Mutual

funds.
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Recommendations

Enhancing Investor Awareness — Financial institutions and regulatory bodies should conduct investor
education programs to improve understanding of mutual fund investment strategies, risks, and benefits.

Transparent Fund Management — Mutual fund companies should ensure transparency in operations
by clearly disclosing fees, risks, and historical performance to help investors make informed decisions.

Customized Investment Plans — Fund managers should offer personalized investment options based

on investors’ risk tolerance, financial goals, and time horizon.

Regulatory Enhancements — Policymakers should strengthen regulatory frameworks to protect

investors from fraud and mismanagement, ensuring a stable mutual fund market.

Encouraging Long-Term Investment — Investors should be encouraged to adopt long-term

investment strategies rather than reacting to short-term market fluctuations.

Encouraging Government Employees to Invest in Mutual Funds- It is crucial to promote mutual
fund investments among government employees, offering them an opportunity for higher returns and
financial growth beyond traditional savings options

Awareness for Low-Income Groups - Individuals with a monthly income below 210,000 are not
investing in mutual funds. It is crucial to raise awareness about the benefits of mutual funds to help

them increase their family income and improve their living standards.
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Limitations

® Sample Size Constraints-The study relies on a limited number of respondents, which may not fully
represent the entire investor population. A larger sample size could provide more generalized and reliable

results.

e Demographic Limitations-The study primarily focuses on specific age groups, occupations, and income
levels. It may not accurately reflect the perspectives of all potential mutual fund investors, particularly

those from different geographical regions or socio-economic backgrounds.

e Subjective Responses-The data is based on self-reported responses, which may be influenced by
personal biases, lack of knowledge, or recent experiences. Some respondents may provide socially

desirable answers rather than their true investment behavior.

e Limited Scope of Investment Factors- While the study covers key influencing factors like income,
occupation, and expected returns, other critical aspects like tax benefits, government policies, and global

economic conditions are not extensively analyzed.

e Time Constraints-The research reflects investor sentiment at a specific point in time. Changing
economic conditions, inflation rates, and market fluctuations could impact investment decisions in the

long term.

e Lack of Expert Financial Analysis-The study does not include detailed financial modeling or expert

fund manager opinions, which could provide a deeper insight into investment patterns.

e Limited Focus on Behavioral Aspects-Psychological biases such as risk aversion, herd behavior, and
emotional decision-making, which significantly influence investment choices, are not comprehensively
studied. These limitations suggest that while the study provides valuable insights, further research with
a broader dataset and expert financial analysis is required to achieve a more holistic understanding of

mutual fund investment behavior.
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ANNEXURE

SAMPLE QUESTIONNAIRE (Google Form)

Quesl) Age.....evn...

Ques2) Gender
a) Male

b) Female

Ques3) What is your Monthly Income?
a) Lessthan 15,000
b) 15,000 to 25,000
c) 25,000 to 40,000

d) More than 40,000

Ques4) What is your Occupation?
a) Service
b) Business
c) Professional

d) Other
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Ques5) What will be your investment pattern?
a) Long Term
b) Short Term
c) Both

d) None

Ques6) What rate of return will you expect from your investment?

Ques7) What are your liquidity requirements?
a) Anytime
b) 1to 3years
c) 3-5years

d) More than Syears

Ques8)Have you invested in mutual funds?

Ques9) What are your opinions on investing in Mutual Funds?
a) Planning to invest
b) Considering to invest
c) Will never invest

d) Already invested

Ques10) Any other opinion which you have regarding mutual funds that prevents you from

investing/ reinvesting?
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Ques11) When do you check your investment performance?
a) Daily
b) Weekly
c) Monthly
d) Once in a while

e) Other

Ques12) What is your preferred mode of communication?
a) Personal
b) Telephonic
c) Mail
d) Internet

e) Other
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