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INTRODUCTION 

Mutual fund is one of the segment for the investor to invest their surplus money in the market to 

earn the handsome return along with the risk taking ability and with the proper knowledge of the 

market. Mutual fund is a trust that pools the saving of a number of investors who shares a 

common financial goals. The money, thus collected is then invested in capital market 

instruments, such as shares, debentures and other securities. It is a general belief that Mutual 

Fund is a retail product which is so designed for those who do not directly invest in share market 

because of its unpredictable and volatile nature, but fascinated by the growth and returns given 

by the same market. After the announcement of 1991’s liberalization policy the growth of Indian 

economy is miraculous and per capita income has also increased. During last two decades’ 

growth of upper middle and middle class in India is also fabulous and this is the group who due 

to increase in income has enormous and changing needs, is targeted by all most all mutual fund 

companies but it is seen that this mutual fund companies are not succeed enough to turn savings 

individual investors in their products.  

The income earned through the mutual fund and the capital appreciation realized is shared by its 

unit holder in proportion to the no of units owned by them. Thus, a mutual fund could be 

considered as one of the most suitable investment for the common man as its offer an 

opportunity to invest in a diversified, professionally managed basket of securities at a relatively 

low cost. Mutual fund can be broadly divided as open-ended and close-ended funds. Companies, 

such as Franklin Templeton, Prudential, Unit Trust of India, Nomura Securities etc. offer mutual 

fund for investors. How the mutual fund will behave once investor has decided to their 

investment option has shown in below. 
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EXECUTIVE SUMMARY  

The mutual fund industry has started its business India in 1963 with the formation of Unit Trust 

of India with the combine effort of Government of India (GOI) and Reserve Bank of India (RBI). 

The history of the mutual fund is mainly divided into Four phase. 

First Phase: (1964-1987): As seen above that the Mutual Fund business in India is started by the 

Unit Trust of India. It has been stated by the special act of parliament in 1963. RBI plays a major 

role in the running and functioning of the industry. The major role of RBI in the functioning of 

the mutual fund is that RBI has set up the UTI and functioned under the regulatory and 

administrative framework of RBI. In 1978 Industrial Development Bank of India (IDBI) took 

over all the administrative and regulatory charge from RBI as UTI delinked from the RBI in the 

same financial year. In 1964, UTI launched the first scheme for MF called “Unit Scheme”. The 

progress of the Mutual fund industry in the first phase was Rs.6700 crores of Asset Under 

Management (AUM). 

Second Phase: (1987-1993): This phase is popularly known as Entry of Public Sector Fund. In 

this phase many public sector banks, life insurance companies and general insurance companies 

are entered into the Indian market for doing the business. SBI Mutual Fund was the first non-UTI 

Mutual Fund established in June 1987 followed by Can bank Mutual Fund (Dec 87), Punjab 

National Bank Mutual Fund (Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of India (Jun 

90), Bank of Baroda Mutual Fund (Oct 92). LIC established its mutual fund in June 1989 while 

GIC had set up its mutual fund in December 1990. At the end of 1993, the mutual fund industry 

had assets under management of Rs. 47,004 crores. 

Third Phase: (1993-2003): This phase is popularly known as Entry of private sectors funds 

starting from 1993. It’s called a beginning of new era in the Indian Mutual Fund industry with 

the wild availability of the private funds in the market. Also, 1993 was the year in which the first 

Mutual Fund Regulations came into being, under which all mutual funds, except UTI were to be 

registered and governed. The erstwhile Kothari Pioneer (now merged with Franklin Templeton) 

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

he 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and revised 

Mutual Fund Regulations in 1996. The industry now functions under the SEBI (Mutual Fund) 

Regulations 1996. 

The number of mutual fund houses went on increasing, with many foreign mutual funds setting 

up funds in India and also the industry has witnessed several mergers and acquisitions. As at the 

end of January 2003, there were 33 mutual funds with total assets of Rs. 1,21,805 crores. The 

Unit Trust of India with Rs. 44,541 crores of assets under management was way ahead of other 

mutual funds. 

Fourth Phase: (Since February 2003): In February 2003, following the repeal of the Unit Trust of 

India Act 1963 UTI was bifurcated into two separate entities. One is the Specified Undertaking 

of the Unit Trust of India with assets under management of Rs. 29,835 crores as at the end of 

January 2003, representing broadly, the assets of US 64 scheme, assured return and certain other 
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schemes. The Specified Undertaking of Unit Trust of India, functioning under an administrator 

and under the rules framed by Government of India and does not come under the purview of the 

Mutual Fund Regulations. 

The second is the UTI Mutual Fund, sponsored by SBI, PNB, BOB and LIC. It is registered with 

SEBI and functions under the Mutual Fund Regulations. With the bifurcation of the erstwhile 

UTI which had in March 2000 more than Rs. 76,000 crores of assets under management and with 

the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual Fund Regulations, and 

with recent mergers taking place among different private sector funds, the mutual fund industry 

has entered its current phase of consolidation and growth. 

The graph shown below will show you the growth of the asset over the year. 

 

ABSTRACT 

Now a day a financial market is fighting with the inflation, to smooth and efficient functioning of 

the market, mutual fund plays a major role in the financial market to mitigate the effect of 

inflation with handsome amount of return. Apart from the Mutual Fund, there are various 

options available in the market like Bank FD, PPF, Gold, Securities, Real Estate, Life Insurance 

policies, General Insurance policies etc. we had studied how the various demographic factor will 

affect to the behavior of the investor towards the mutual fund. For analyzing the data, we have 

used the Chi square test, Liker scaling techniques and Questionnaire techniques has been used. 

In today’s scenario the financial market is more diversified and innovative and these changes 

should be in the favor of the investor expectation. It is found that still Mutual Fund has not 

getting success in the Indian Investment market due to lack of awareness in the investor. The 
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attitude of the Indian investor towards their investment is for the short period of time and Mutual 

Fund investment is for the Longer tenure. The average tenure is preferred by the investor for the 

long term investment is 3 years which is not the sufficient time period in terms of getting the 

good return form the Mutual Fund. Equity option and SIP schemes are most preferred 

investment option amongst the investor. 

LITERATURE REVIEW 

Sharpe (1966) in order to examine the risk adjusted performance of Mutual Fund introduced the 

measure known as reward-to-variability ratio, which is also known as sharpe ratio today. With 

the help of this ratio he evaluated the return of 34 open ended mutual fund in the period of 1945-

1963. This ratio helps him to find out the result that, the capital market was highly efficient due 

to which majority of the sample had lower performance as compared to the Dow Jones Index. 

Jensen (1968) developed a measure known as Jensen’s Alpha to examine Risk portfolio, Risk 

Adjusted return and estimate the predictive ability of mutual fund managers. This measure was 

based on the pricing of pricing of capital asset model. For this purpose, sample of 115 open 

ended Mutual Funds was taken for the period of 1955-1964. 

Carlson (1970) conducted a research to analyze the predictive result of the past values in the 

forecasting of the future performance of Mutual Fund for the period of 1948-1967. He also 

examined the efficiency of the market and also identified the factors related to the fund 

performance. 

Ardittti (1971) criticized the reward-to-variability criterion proposed by Sharpe (1966) on the 

ground that it utilized only the first two moments of the probability distributions of the returns. 

Author proposes that the third moment, a measure of the direction and size of the distribution’s 

tail, be included in the analysis. 

Miller ans Nicholas (1980) conducted a research to examine the Risk-Return relationship in the 

presence of nonstationary in order to obtain more precise estimation of Alpha and Beta. For this 

purpose, this study applied partition regression and a partition selection rule for estimating the 

traditional CAPM in case of non-stationarity 

Sujit Sikidar and Amrit Pal Singh (1996) conducted a survey to peep in to the behavioral aspects 

of the investors of the North-Eastern region in direction of equity and mutual fund investment. 

The survey resulted that because of tax benefits mutual funds are preferred by the salaried and 

self-employed individuals. UTI and SBI schemes were catch on in that region of the country over 

any other fund and the other fund had been proved archaic during the time of survey. 

OBJECTIVE OF THE STUDY 

The basic objective of this is to understand the Indian investor mindset towards the Mutual Fund 

investment and also to identify the most trustable instrument for them to park their surplus 

money in Indian money market. But more concrete objective of this paper study has shown 

below. 
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1. To find out how many types of investment options are available in the Indian Financial 

Market. 

2. To find out the Indian investor awareness towards the various Monthly plan scheme 

available in the market. 

3. To find taste of investors among the different investment scheme available in the market. 

4. To find out mode of investment preferred by investors. 

5. To find out the level of knowledge amongst the various plans in terms of Risk and Return 

associated with each of it, 

6. To find out most preferable factor for the MIP scheme. 

7. To find out the level of importance about the various factors like liquidity, higher return, 

company reputation and other factors that influence the investor decision toward the 

mutual fund investment. 
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COMAPRISON BETWEEN FD, INSURANCE AND MUTUAL FUND 

FACTORS FIXED DEPOSIT INSURANCE MUTUAL FUND 

RETURN LOW MODERATE/HIGH HIGH 

FUND MANAGEMENT 

CHARGES 

LOW HIGH HIGH 

ADMIN CHARGES LOW HIGH HIGH 

LIQUIDITY AT A COST LOW BETTER 

RISK LOW MODERATE HIGH 

GUARANTEE MAX RS. 1LAC INSURANCE 

AMOUNT 

NIL 

FUND OPTION LESS  MORE MORE 

MARKET HIGH  MODERATR LOW 

ASSET QUALITY NOT 

TRANSPERANT 

TRANSPERANT TRANSPERANT 

INTEREST 

CALCULATION 

10
TH

 AND 30
TH

 

EVERY MONTH 

DAILY BASIS DAILY BASIS 

 

RESEARCH METHODOLOGY 

The research study is basically cover up the analytical part in terms of investors attitude towards 

the mutual fund investment. It is based on the primary research as well as to analyze the behavior 

of the investor towards the mutual fund.  

Investor’s main objective is to earn higher returns keeping in mind the risk and liquidity factor. 

With this objective in mind, an investor is looking out for various investment avenues. Mutual 

funds offer comparatively better returns and have less risk as compared to direct investment in 

stock market. In this research paper, an attempt has been made to evaluate the perception of 

investors regarding mutual fund investment with special emphasis on Monthly Income Plan 

funds.  

For efficient and effective utilization of collective data, we have used various statistical tools like 

Chi Square test, Hypothesis, ANNOVA test for the various factors associated with the mutual 

fund investment. 

Chi square test is also known as Chi square test for independence. The test is applied when you 

have two categorical variables from a single population. It is used to determine whether there is a 

significant association between the two variables. 

The test procedure described in this lesson is appropriate when the following conditions are met: 

The sampling method is simple random sampling. The variables under study are each 

categorical. If sample data are displayed in a contingency table, the expected frequency count for 

each cell of the table is at least 5. This approach consists of four steps: (1) state the hypotheses, 

(2) formulate an analysis plan, (3) analyze sample data, and (4) interpret results.  

Degrees of freedom. The degrees of freedom (DF) is equal to: 
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DF = (r - 1) * (c - 1) 

where r is the number of levels for one categorical variable, and c is the number of levels for the 

other categorical variable. 

Test statistic: The test statistic is a chi-square random variable (Χ2) defined by the following 

equation. 

Χ2 = Σ [ (Or,c - Er,c)2 / Er,c ] 

where Or,c is the observed frequency count at level r of Variable A and level c of Variable B, 

and Er,c is the expected frequency count at level r of Variable A and level c of Variable B. 

Apart from Chi square and Hypothesis testing, Measures of dispersion techniques (Mean, 

Median and Mode) have been used to identify the investor’s choice of investment. 

TESTING OF HYPOTHESIS 

1. Whether Most of the investor doesn’t incurred loss in the Mutual Fund for holding for the 

longer period preferably more than one year.  

2. Whether investors of the Mutual Fund know about the Risk and Return factor associated 

with it. 

3. There is no association between the Demographical factor of the investor and attitude of 

the investor in the Mutual Fund. 

4. Whether Most of the investor in the market search for the short term investment in the 

mutual fund for the Tax saving purpose under 80(C), under the Income Tax Act, 1961 

under the guidance of the agents and broker in the market. 

5. Whether most of the investor in the market switching their funds from the existing to the 

new fund for gaining more benefits. 

SAMPLE SIZE 

For conducting the study, the sample size taken is 300. The respondents are segregated based on 

the various factor such as age, sex, gender, occupational gender, marital status, family size, 

occupation, income, education qualification etc. A survey was conducted in the Vadodara city. 

DATA COLLECTION TOOL 

The basic tool for collecting the data for the mutual fund is to conduct the survey in the field as 

per the segregation of the population through the questionnaire. We will get the information 

about the mutual fund based on their knowledge, past experience about the mutual fund and 

factors affected for the selection of their particular investment fund. 

The secondary data has been collected from the various sites, research tools, published book, 

journals, annual report of Association of Mutual Fund of India (AMFI), Security and Exchange 

Board of India (SEBI) and Reserve Bank of India (RBI) and other authorized agency’s report 

associated with it. 
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APPROACH OF RESEARCH 

The approach of the research is mainly through the survey method. 

ANALYSIS OF THE DATA 

Research has been conducted among the 300 investors and out of that 250 investors are using 

Mutual Fund as an investment option and 50 investors are not using it as an investment option. 

All the data collected from the below study is based on the demographical factor associated with 

it. 

In India the awareness towards the Mutual fund is very less compare to other Investment option. 

The most preferable option in the mind set of India people is the Fixed Deposit (FD) and Public 

Provident Fund (PPF) and GOLD for the purpose of getting the handsome return as well as for 

the tax saving purpose. But apart from these two options there are various other investment 

options like Life insurance policy, post office saving deposit like MIS, National Saving Scheme 

(NSC), Kishan Vikas Patra (KVP), Mutual Fund, Real Estate, Shares, Debentures and 

Commodity, Currency Holding etc. 

Table: A: Mode of Investment preferred by Investors 

 Bank 

FD 

LIFE 

INSURANCE 

Post 

Office  

PPF MF REAL 

ESTATE 

SECURITY GOLD 

N 250 250 250 250 250 250 250 250 

MEAN 6.1 5.45 4.95 5.8 3.8 3.64 3.26 6.42 

RANK 2 4 5 3 6 7 8 1 

(N= No of Respondent) 

Research has been conducted through the questionnaire and respondents are ask to give the 

ratings to these investors from the most preferable investment option to the lowest preferable 

investment from Rank 1 to 8 (Rank 1 is the most preferable and Rank 8 is the lowest preferable 

investment option) weighted average Mean has been used as a statistical tool option to find out 

the preferable investment option amongst the sample size that has been selected for the research. 

From the above table we can study the pattern of the investor’s choice for the investment. The 

Gold has been rated as the 1
st
 investment option, Bank FD as a 2

nd
 and Post office (Monthly 

Investment scheme, Kishan Vikas Patra and National sacing Scheme) as a 3
rd

 investment option. 

This pattern clearly indicate the preference of the investor firstly go with the safe and sound 

investment option i.e. Gold. After the safe mode the second preference goes to higher return, that 

is the reason that the Bank FD and PPF come in the picture after the Gold. It clearly shows that 

the investor always looks first for the safety of their investment than the return part comes into 

the picture. That is the reason that Gold, Bank FD and PPF are the most preferable saving 

investment tools in the minds of the investors. Mutual fund ranked 6
th

 as an investment option, it 

clearly shows that the customer first looks for the safety mode of their investment and then on 

the second phase the return comes into the picture. 
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Now the investment stated in the Table: A is containing various parameters on the basis of which 

the investors have given their opinion about their choices. 

Table: B: Factors consider for Investment Option 

FACTORS Bank 

FD 

LIFE 

INSURANCE 

Post 

Office 

PPF MF REAL 

ESTATE 

SECURITY GOLD 

Security 3 5 6 7 4 5 1 4 

Marketability 4 3 3 2 4 4 6 4 

Tax 

Exemption 

2 6 4 6 5 1 2 1 

Return 5 4 5 6 4 6 4 4 

Reliability 5 3 4 5 3 4 3 5 

Liquidity 6 1 3 2 4 3 5 6 

 

Disclaimer: (1) Strongly Disagree, (2) Disagree, (3) Often, (4) Sometime, (5) Agree, (6) 

Strongly Agree. 

Table B has analyzed the data based on the Likert Scale. The criteria for the analyzing the mode 

of investment are Security, Marketability, Tax Exemption, Return, Reliability and Liquidity. 

From the above table it is identifies that the all the parameters are carrying special weightage to 

make the particular mode of investment important. If I talk about the Gold than it is carrying 

very less weightage in terms of Tax saving purpose and carrying more weightage in all other 

factors. After Gold, Bank FD and PPF scheme getting more scale in the Tax saving, Reliability, 

safety and higher return purpose. So the two basic necessity of the investors of Higher return and 

safety are satisfied in these three options. Now, if we analyze the Mutual Fund part than Mutual 

Fund investment is carrying equal weightage in all parameters and less parameter in safety of 

fund. It shows that the Mutual fund market in India performs average or below average due to 

lack of knowledge and awareness in the investors and due to risk measure. 

Chi Square (χ2) test for the behavior of the investors towards the Mutual Fund is (χ2) is 43.05 

with the Degree of freedom (df) 8, p= 0.05. it shows that there is a significant relationship 

between the occupation of the investor and the mode of investment that investor is going to 

select. 
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Table: C: Age Profile of the Investors in Mutual Fund 

 

From the data of Table C, I can conclude that the majority of the investors in the Mutual fund are 

from the age group of 20-39 years (42%), the reason is that these are the young and talented 

people who knows the current scenario of the market and they have the risk taking ability. 

Secondly 40-59 years of people are also found the preferable age of investment because they are 

the more matured people and market awareness under this class of people are very high. Age 

group of 0-19 years are not investing in the Mutual Fund because they are the child age group 

with no knowledge of market and risk factor. Age group of >80 years are also less preferable 

group because they are the old age people and they don’t have the risk taking ability at this age. 
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Table: D: Occupational profile of Investor 

 

From the Table D, I can identify that the most of the investor are from the Private sector investor 

and Businessman because they are in search of the higher return and for the tax saving with high 

amount of income. Government and other investor are less because they are less concerned about 

the income from the MF market as they are already satisfied people in terms of the income. 
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Table: E: Family Income Group (Monthly) 

 

From the Table E, I can conclude that the majority of the investors are from the higher income 

group because it is the investment for the longer tenure as well as tax benefit. So the people who 

are not falling in the window of tax, usually try to ignore Mutual Fund as an investment option. 

Second thing that the more percentage of investor are falling in the income group of 50,001-

75,000 and >75,001. It clearly shows that for the rest of the less income group family, safety of 

the money comes in the first preference and then the return part will come. 

Table: F: Knowledge of Risk Factor associated with Mutual Fund 

Response No of Respondent Percentage 

Yes 193 77.2% 

No 57 22.8% 

Total 250 100% 

From the Table F, I can conclude that the before choosing Mutual Fund as an investment option 

people will always looks towards the risk factor associated with it (77.2%). That is the reason 

why lower class of people are not closely attached with it due to the reason that they are less 

attached with the market with less knowledge of the instrument that we had seen in the Table E. 
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Table: G: Importance of Company Reputation 

 

From the Table F, I can conclude that, Company’s reputation and the past performance of the 

company’s fund make major contribution towards the choices of the investor for the Mutual 

Fund as an option. 

Table: H: Most Preferred Mutual Fund Scheme 
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From the Table H, I can conclude that the most preferable investment scheme in Mutual fund is 

open ended because this scheme allows investors to buy or sell units at any point in time. This 

does not have a fixed maturity date. 

CONCLUSION 

From the above study, I can conclude that the mutual fund investment has average response in 

the Indian investment market. The reason for that is the Bank FD, PPF and Gold is serving all the 

purpose that an average investor is looking for while making an investment like Liquidity, 

Safety, Higher return, Tax benefit, Transferability etc. 

Apart from that demographic factors are also affecting the investment decision in the market. 

Mutual fund has various diversified portfolio like various fund options are available and for that 

investor should know the market performance, which is not prevail in the Indian market. Mutual 

Fund demands proper service of agency and consultancy to divert the investor fund in the proper 

market, full disclosure of information etc. For that the Risk taking ability is required with the 

proper of knowledge of indices and funds, which is generally with the age group of 20-39 years 

and 40-59 years. Second thing is that in Indian market investor are generally looking for the 

shorter period of investment, which is not the feature of Mutual Fund. It also necessary that 

stricter rules and regulations is required from the regulatory body (AMFI) and from the 

government is required to have safe investment for the investor and to stop the exploitation from 

the advisor. More knowledge sharing scheme should be provided, direct control on asset control 

company is required, proper grievance system should be designed to provide the justice to the 

investor. Majority of the investor in the Mutual Fund are aware of the Monthly Investment Plan. 

 SUGGESTIONS 

My suggestion to the investor is that the Mutual Fund investment is not the short term purpose of 

investment but it is generally for the longer period of time. So investor should keep this thing in 

the mind with the risk and saving factor associated with it. There are various private and 

government financial companies available in the market with proper knowledge of the Mutual 

Fund scheme, take the help of them as they can guide and assist to you towards more reliable and 

safe investment proposal by collecting various information and periodical performance of the 

various scheme. Other suggestion is that investor should also keep some of the part of the 

investment in the Liquid option to meet any mitigation in the future as and when it will arise so 

that the long term investment plan will not get disturbed. 
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