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CHAPTER

Business Development of Mutual Funds
Dr. Avijit Mazumdar*

Abastract

A common support is a plot in which a few individuals contribute their
cash for a common monetary cause. The collected cash contributes to
the capital advertise and the cash, which they earned, is separated
based on the number of units, which they hold. The common support
industry begun in India in a little way with the UTI Act making what
was viably a little reserve funds division inside the RBI. Over a period
of 25 a long time this developed decently effectively and gave financial
specialists a great return, and hence in 1989, as another coherent
step, open segment banks and monetary educate were permitted to
coast common reserves and their victory encouraged the government
to permit the private segment to attack into this zone. The points of
interest of shared finance are proficient administration, enhancement,
economies of scale, straightforwardness, and liquidity. The drawbacks
of common finance are tall costs, over-diversification, conceivable
assess results, and the failure of administration to ensure a prevalent
return. The greatest issues with shared reserves are their costs and
expenses it incorporates Buy expense, Recovery charge, Trade charge,
Administration charge, Account expense & Exchange Costs. There
are some loads which include to the fetched of common finance. Stack
is a sort of commission depending on the sort of reserves. Mutual
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reserves are simple to purchase and offer. You can either purchase
them specifically from the support company or through a third party.
Sometime recently contributing to any stores one ought to consider a
few fiqures like objective, chance, Finance Manager’s and plot track
record, Fetched figure etc. There are numerous, numerous sorts of
shared reserves. You can classify stores-based Structure (open-ended
& close-ended), Nature (value, obligation, adjusted), Speculation
objective (development, wage, cash advertise) etc. A code of conduct
and enlistment structure for shared support middle people, which
were in this way ordered by SEBI. In expansion, this year AMFI was
included in several improvements and upgrades to the administrative
framework.

The most critical drift in the shared support industry is the forceful
extension of the remote possessed common support companies and
the decrease of the companies drifted by nationalized banks and littler
private segment players. Reliance Shared Finance, UTI Common
Support, ICICI Prudential Shared Finance, HDFC Shared Finance
and Birla Sun Life Common Support are the best five shared finance
company in India. Reliance common subsidizing is considered to
be most dependable common reserves in India. Individuals need to
contribute in this institution since they know that this institution will
never disappoint them at any taken a toll. You ought to continuously
keep this into your intellect that if specific shared financing conspire
is on bigger scale at that point following time, you might not get the
same comes about so being a cautious financial specialist you ought to
take your major step constantly something else you will be incapable
to get the tall returns. This study explores the viability of the mutual
fund business in India, focusing on the structural evolution of the
industry from a government-led sector to a competitive private-market
landscape. The research analyses the operational mechanics of mutual
funds, including professional management, diversification benefits,
and cost structures (loads and management fees). By evaluating the
competitive standing of top Asset Management Companies (AMCs)
like Reliance, ICICI, and HDFC, the study emphasizes the importance
of performance metrics in guiding investor decisions. The findings
highlight that while mutual funds offer superior liquidity and
diversification, investor success depends heavily on transparency, cost
management, and a cautious approach to market volatility.
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Introduction:

The Indian mutual fund industry originated with the
establishment of the Unit Trust of India (UTTI) as a division of the
RBI. Over several decades, the sector transitioned from a public-
sector monopoly to a thriving open market, allowing entry to
private and foreign entities under SEBI regulations.

A mutual fund functions as a collective investment vehicle where
individual investors pool their capital for a common financial
goal. These funds are professionally managed and invested in
capital markets, with profits distributed among unitholders
proportionately. While the industry offers significant advantages
such as economies of scale and professional management, it
faces challenges including high transaction costs (loads), over-
diversification, and tax implications. Today, the industry is
characterized by the aggressive expansion of foreign-owned
companies and the dominance of leading players like HDFC
and ICICI, making it essential for investors to evaluate schemes
based on risk-adjusted track records rather than just historical
returns. To compare the efficacy of public vs. private sector
fund management in delivering superior market returns. When
the Indian government introduced Unit Trust of India (UTI) in
1963, it was the first launching of a mutual fund in India. In the
Indian mutual fund industry, UTTheld a monopoly until 1987. A
plethora of other Indian financial companies under government
control then developed their own funds. Among them were
Punjab National Bank, Canara Bank, and State Bank of India.
In 1993, the government headed by Congress proposed historic
constitutional modifications that opened this market to private
firms under the Liberalization, Privatization, and Globalization
(LPG) regime. Kothari Pioneer, which eventually combined
with Franklin Templeton, was the first private sector fund to
operate in India.

Concept of Mutual Funds:

A mutual fund is a shared financial pool into which investors
deposit funds to be invested according to a predetermined
goal. As a result, the fund is jointly owned, or “mutual,” by all
investors. An individual investor owns a share of the fund in
proportion to the contribution amount they have made to the
fund’s overall value.
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Mutual funds are trusts that take deposits from investors and
use those funds to purchase a variety of financial instruments in
line with the goals outlined in the trust agreement. The goal is to
minimize risk and optimize returns on investment for members.
A mutual fund operates as a company, and its fund manager’s
job is to properly oversee investor contributions and provide
investors with a return on their investment after subtracting
appropriate management costs.

Definition

An investment that combines your money with the money of an
infinite number of other investors is called a mutual fund. You
receive shares of the fund in exchange, as do the other investors.
The assets of the fund are allocated into the fund’s investment
portfolio in accordance with an investment goal. Investing
mostly in the stocks of rapidly expanding smaller businesses
or market niches, aggressive growth funds aim to achieve long-
term capital growth. Capital appreciation funds are another
name for aggressive growth funds.

Why to select Mutual Funds?

The risk-return trade-off shows that an investor can expect
higher returns if he is willing to take on more risk, and vice
versa if he is interested in lower risk instruments, which would
be satisfied by lower returns. For instance, if an investor chooses
bank FDs, which offer moderate returns with little risk, he can
expect a moderate return, but as he moves forward, he can also
expect a slightly higher return on capital protected funds and
profit-bonds, where the risk also rises proportionately.

Mutual funds offer professional management, diversification,
convenience, and liquidity, which is why investors choose them
as their main investment vehicle. Mutual fund investments are
not risk-free, though. This can be attributed to the fact that the
pooled funds are invested in both the stock markets, which
carry a higher risk but potentially yield higher returns, and debt
funds, which are less risky. The high level of risk associated
with hedge funds stems from their primary trading in the highly
volatile derivatives market.
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The growth of the assets under management over time is shown
on the graph.

Obijectives of the Study:

» To assess the historical evolution and regulatory framework
of the Indian mutual fund industry under SEBI and AMFI.

> To analyse the cost-benefit ratio of mutual fund investments
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by examining various fees (Management, Redemption, and
Exchange costs) and their impact on investor returns.

> To evaluate the performance of selected schemes (Large Cap
and Small Cap) using risk-adjusted models, specifically the
Sharpe, Treynor, and Jensen’s Alpha ratios.

> To identify investor preferences and perceptions regarding
risk and stability, particularly among middle-income
demographics.

Working of Mutual Funds:
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The common support collects cash straightforwardly or through
brokers from speculators. The cash is contributed in different
disobedient depending on the objective of the conspire. The
wage produced by offering securities or capital appreciation of
these securities is passed on to the financial specialists in extent
to their venture in the plot. The ventures are separated into units,
and the esteem of the units will be reflected in Net Resource
Esteem or NAV of the unit. NAV is the showcase esteem of the
resources of the conspire short its liabilities. The per unit NAV
is the net resource esteem of the conspire partitioned by the
number of units extraordinary on the valuation date. Shared
finance companies give day by day net resource esteem of their
plans to their speculators. NAV is critical, as it will decide the
cost at which you purchase or recover the units of a conspire.
Depending on the stack structure of the plot, you have to pay
section or exit stack.
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Factors Affecting Mutual Funds:

» Each venture comes with a certain degree of chance. Value
reserves tend to be more unstable, given their introduction
to stock markets. Obligation stores are generally less
hazardous but still not totally risk-free. A few dangers that
can affect shared finance speculations are: are generally less
hazardous but still not totally risk-free. A few dangers that
can affect common support ventures are:

> Market Risk: Hazard of misfortune due to variables
influencing the generally execution of monetary markets.

> Liquidity Risk: Venture may end up illiquid due to need of
buyers.

> Credit Risk: Chance of default in obligation reserves if the
guarantor comes up short to repay.

> Interest Rate Risk: Chance of bond costs falling with a rise
in intrigued rates.

> Inflation Risk: Chance of expansion outpacing your
speculation returns. Being mindful of the dangers can help
you make sensible support choices that adjust with your
hazard craving. For occurrence, value stores are best suited
for financial specialists with a high-risk resistance and long
residency.

Mutual Funds in India:

In 1963, the day the concept of Shared Finance took birth in
India. Unit Believe of India welcomed financial specialists or
maybe to those who accepted in reserve funds, to stop their cash
in UTI Shared Finance.

For 30 a long time it goaled without a single moment player.
Although the 1988 year saw a few unused common support
companies, but UTI remained in a restraining infrastructure
position.

The execution of shared stores in India in the starting stage was
not indeed closer to palatable level. Individuals occasionally
caught on, and of course contributing was out of address. But
yes, a few 24 million shareholders were usual with ensured
tall returns by the starting of liberalization of the industry in
1992. This great record of UTI got to be showcasing apparatus
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for unused participants. The desires of speculators touched the
sky in productivity figure. Be that as it may, individuals were
miles absent from the readiness of dangers calculate after the
liberalization.

The net resource esteem (NAV) of common stores in India
declined when stock costs begun falling in the year 1992. Those
days, the showcase controls did not permit portfolio shifts into
elective speculations. There was or maybe no choice separated
from holding the cash or to advance proceed contributing in
offers. One more thing to be famous, since as it were closed-
end stores were coasted in the showcase, the speculators dis-
invested by offering at a misfortune in the auxiliary advertise.

The execution of common stores in India endured subjectively.
The 1992 stock showcase outrage, the misfortunes by
disinvestment and of course the need of straightforward rules
in the whereabouts shaken certainty among the speculators.
Mostly owing to a moderately frail stock advertise execution,
shared reserves have not however recouped, with reserves
exchanging at a normal markdown of 1020 percent of their net
resource esteem.

The securities and Trade Board of India (SEBI) came out with
comprehensive direction in 1993 which characterized the
structure of Common Finance and Resource Administration
Companies for the to begin with time.

The supervisory specialist received a set of measures to make
a straightforward and competitive environment in shared
reserves. A few of them were like unwinding speculation
confinements into the showcase, presentation of open-ended
reserves, and clearing the portal for common stores to dispatch
benefits plans.

The degree was taken to make common stores the key instrument
for long-term sparing. The more the assortment advertised, the
quantitative will be speculators.

Several private segments Common Stores were propelled in
1993 and 1994. The share of the private players has risen quickly
since at that point. Right now, there are 34 Shared Finance
organizations in India overseeing 1,02,000 crores.

At final to specify, if common support companies are performing
with lower dangers and higher productivity inside a brief span
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of time, more individuals will be slanted to contribute until and
unless they are completely taught with the dos and don’ts of
shared reserves.

Mutual support industry has seen a parcel of changes in past
few a long time with multinational companies coming into the
nation, bringing in their proficient ability in overseeing reserves
around the world. In the past few months there has been a
union stage going on in the common support industry in India.
Presently financial specialists have a wide run of Plans to select
from depending on their person profiles.

Mutual Funds Company in India:

The concept of shared reserves in India dates back to the year
1963. The time between 1963 and 1987 checked the existence of
as it were one common support company in India with Rs. 67bn
resources beneath administration (AUM), by the conclusion of
its restraining infrastructure time, the Unit Believe of India (UTI).
By the conclusion of the 80s decade, few other shared finance
companies in India took their position in common support
showcase. The unused sections of shared finance companies in
India were SBI Common Finance, Canbank Common Support,
Punjab National Bank Shared Finance, Indian Bank Shared
Support, Bank of India Mutual Finance. The succeeding decade
appeared a modern skyline in Indian shared finance industry.
By the conclusion of 1993, the add up to AUM of the industry
was Rs. 470.04 bn. The private segment reserves begun entering
the finance families. In the same year the to begin with Shared
Finance Directions came into existence with re-registering all
common stores but UTL The directions were advance given a
re-examined shape in 1996. Kothari Pioneer was the to begin
with private division shared finance company in India which
has presently blended with Franklin Templeton. Fair after ten a
long time with private division players infiltration, the add up
to resources rose up to Rs. 1218.05 bn. Nowadays there are 33
common support companies in India.
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Major Companies in India

ABN AMRO Mutual Fund Reliance Mutual Fund

Birla Sun Life Mutual Fund Standard Chartered Mutual Fund

Bank of Baroda Mutual Fund Franklin Templeton India Mutual
Fund

HDFC Mutual Fund Morgan Stanley Mutual Fund India

HSBC Mutual Fund Escorts Mutual Fund

Prudential ICICI Mutual Fund | Alliance Capital Mutual Fund

State Bank of India Mutual Fund | Benchmark Mutual Fund

Tata Mutual Fund Can bank Mutual Fund

Unit Trust of India Mutual Fund | LIC Mutual Fund

Prospects of Mutual Funds in India: Money related specialists
accept that the future of Shared Stores in India will be
exceptionally shinning. It has been assessed that by March-
end of 2010, the common support industry of India will reach
Rs 40,90,000 crore, considering the add up to resources of the
Indian commercial banks. In the coming 10 a long time the
yearly composite development rate is anticipated to go up by
13.4%.

>
>

100% development in the final 6 a long time.

Number of remote AMC’s are in the line to enter the Indian
markets like Devotion Ventures, US based, with over
US$1trillion resources beneath administration around the
world.

Our sparing rate is over 23%, most elevated in the world. As
it were channelizing these reserve funds in shared reserves
division is required.

We have around 29 shared reserves which is much less
than US having more than 800. There is a huge scope for
development.

‘B” and ‘C’ course cities are developing quickly. Nowadays
most of the common stores are concentrating on the ‘A’
lesson cities. Before long they will discover scope in the
developing cities.

Common support can enter rurales like the Indian
protections industry with basic and restricted items.

SEBI permitting the MFs to dispatch product common
stores.
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» Accentuation on superior corporate administration
» Attempting to control the late exchanging hones.

> Presentation of Monetary Organizers who can give require
based counsel. Looking at the past improvements and
combining it with the current patterns it can be concluded
that the future of Common Stores in India has parcel of
positive things to offer to its financial specialists.

Tripathi, Shivam, and Dr Gurudutta P. Japee. “Performance
Evaluation of Selected Equity Mutual Funds in India.” GAP
GYAN-A Global Journal of Social Sciences (2020). This study
deals with the equity mutual funds that are offered for investment
by the varied fund houses in India; this study mainly focused on
the performance of selected-cap, mid-cap; small -cap ) open-end
fund schemes about the relationship between risk and return.
Analysing the financial performance of open-end fund schemes
using statistical metrics like as Jensoni’s alpha, beta, standard
deviation, and Sharpe ratios is the main goal of this research
project. In a very erratic market, the researcher found that 10
out of 15 funds did well. The researcher discovered that before
making an investment, an investor needs to take the fund’s
risk ratios into account. Investors will find the research study’s
conclusions useful when making future investing selections.

Bhagyasree, N., and Battini Kishori. “A study on performance
evaluation of mutual funds schemes in India.” International
Journal for Innovative Research in Science & Technology 2.11
(2016): 812-816. The present paper investigates the performance
of open-ended, growth-oriented equity schemes for the period
from April 2011 to March 2015 of transition economy. Daily
closing NAV of different schemes have been used to calculate
the returns PG. 19 from the fund schemes. BSE-Sensex has
been used for market portfolio. Sharpe, Treynor, and Jensen’s
measure was used to assess the past performance of the chosen
schemes; the findings will help investors make better investment
choices. Out of 30 mutual fund schemes, 14 beat the benchmark
return, according to the analysis. Additionally, the results
revealed that certain schemes had underperformed; these
schemes were having trouble diversifying. All of the schemes in
the analysis had positive Sharpe ratios, indicating that the funds
were yielding returns higher than the risk-free rate. According
to the Jensen measure results, 19 of the 30 schemes had positive
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alpha, indicating that they performed better. Bhavsar, A. C., and
Akshay Damani. “A comparative study of the performance of
selected mutual fund growth schemes from the private sector and
public sector schemes in India.” Anvesha 7.1 (2014). The paper
attempts a comparative analysis of the performance of selected
private and public sector mutual funds. Findings indicate that
public sector mutual funds have been better performers than
their private sector counter parts. Further public sector funds
have been ranked higher under the Sharpe and Treynor ratio,
whereas private sector funds have been ranked higher under the
Jensen’s Alpha.

Research Methodology

» Statement of problem

The statement of problem is “Business Developing of Mutual
Fund.”

> Research Objective

* To assess the performance of chosen schemes based on
risk and return, and to determine if the schemes are
outperforming or underperforming the benchmark by
comparing their performance to the benchmark index.

e To Analyze the performance of a few chosen schemes
using the Treynor, Jensen, and Sharpe models for
evaluating portfolio performance.

> Research Design

The research design used in this research is the primary
method. The data is collected from various people. This
data is collected for the analysis of the performance of the
schemes.

» Sampling Design
* Population of the study

The population consists of the equity large cap open
ended mutual funds schemes of all AMCs which is
provided by the HDFC LIFE.

e Sample Size

The sample is consisting of randomly selected 34 mutual
fund schemes. 20 of 34 schemes are equity large cap
open ended regular mutual fund schemes and the other



Business Transformation in the Digital and Algorithmic Era...

14 schemes are equity Small cap open ended regular
mutual fund schemes.

> Sources of Data

Annual reports of the funds have been used for the data
collection. For this purpose, different sources have been
used; Asset Management Companies of funds, Stock
exchanges and internet.

» Limitation of the Study

¢ Thestudy includes performance of mutual fund schemes
of last five years but we cannot judge them complete on
the same ground as the last 3 years have been under
global crisis and it had affected the financial markets
very much.

e The minor difference of values in every source made the
answers to fluctuate from actual value.

Data Analysis and Data Interpretation:
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Choice for Mutual Fund | Num of Respondents | Percentage
Savings 32 19

FD 16 10
Insurance 17 10

Mutual Fund 88 54

PO 2 1

Shares

Gold 8 5

Real Estate

TOTAL 164 100

Source: Own Calculation of primary survey

CHOICE FOR MUTUAL FUND
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Source: Own calculations of primary survey
Findings:

» Target Demographic (Age Group 36-40): People in this age
group are typically in their prime earning years and are
looking for stable, long-term investments. They are likely
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to have some disposable income, making them potential
investors in mutual funds.

> Private Sector Employment: People working in the private
sector are often more open to alternative investment options,
especially those that can supplement their retirement plans
or offer growth potential outside of traditional savings
accounts.

> Family Monthly Income (320,001 to ¥30,000): This income
range indicates a middle-income group that might seek
investment opportunities with moderate risk and returns.
Mutual funds, which offer a balance between risk and
return, fit well within this group’s financial goals.

» Preference for Mutual Funds: Since most people prefer to
invest in mutual funds, this suggests a growing awareness
and interest in this type of investment. Mutual funds are
perceived as more accessible, professional-managed, and
relatively lower-risk compared to direct stock investments.

» Perception of Mutual Funds as Good Investments: The
belief that mutual funds are a good investment option
reinforces the potential for continued growth in this sector.
People tend to stick with investment options they trust, and
the perception of mutual funds as a sound choice signals
that they could be willing to invest further.

> Preference for Low Return Investments: This suggests
a risk-averse mind-set, where people prefer safer, lower-
return investments rather than higher-risk, high-reward
opportunities. Mutual funds typically offer a balance of
risk and return, often in the form of low-to-moderate risk
options like debt funds or balanced funds, which would
appeal to this demographic.

Conclusion

Based on the information, here is the conclusion regarding
whether developing a mutual fund businessis a good idea: Given
these points, developing a mutual fund business is a promising
opportunity. The target demographic (aged 36-40 with a family
income of 320,001 to ¥30,000) shows signs of interest in mutual
funds as a stable, low-risk investment option. Their preference
for low-return investments aligns with the nature of many
mutual fund offerings, which provide moderate returns with
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managed risk. Additionally, the belief in mutual funds as a good
investment further supports the idea that there is a solid market
for these financial products.Overall, this suggests that the
mutual fund business could see growth and increased customer
engagement in this segment. It would be essential to focus on
educating potential investors, providing low-risk mutual fund
options, and building trust to ensure success in this market.
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