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ABSTRACT 

In few years Mutual fund has emerged as tool for ensuring one’s financial well being. 

Mutual Funds and stock market have not only contributed to the Indian growth story but 

have also helped families to achieve financial goals. As information and awareness is 

rising more and more people are enjoying the benefits of investing in mutual funds and 

stock market. The main reason the number of retail mutual fund investors remain small is 

that in India people do not know that how to invest in the mutual fund and stock market 

but once people are aware of mutual fund and stock market opportunities, the number who 

decide to invest in mutual fund and stock market increases exponentially. 
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INTRODUCTION 

Today it is essential to look into our lives and analyze our needs for the present and the 

future. The situation has changed from the period of our parents and grandparents when they 

considered their savings would suffice through their lifetime. Though the core ideas behind 

savings have remained much the same such as emergency needs and social needs, there has 

been the introduction of aspiration needs as well. The fact that aspirations have become 

realizable has furthered this need. The aspirations of flying abroad for holidays, maintaining a 

certain lifestyle, quality education for children and various personal goals have come in 

planning. The consumer revolution and the easy availability of loans for almost every 

purpose have increased the household liabilities many fold.  

The result of this change has been an increased need of money, which at times becomes 

difficult to be met by simply saving. The savings philosophy too seems to have changed.  

Earlier savings preceded expenditure while it is now vice-versa.  Simple forms of savings in 

the form of deposits or administered savings are no longer sufficient to meet the ever-

increasing requirements of the household.  Thus the time has come to save intelligently 

through the various avenues of investment. 

The time has come for us to look at investment avenues, which can beat inflation and help 

our money to grow further in order to meet our future requirements. Investments in various 

forms will enable us to meet inflation and protect our purchasing power along with aiding us 

to generate a sustained income post retirement. One of the available investment avenues is 

investment in stock market, where currently only 2-3% of household savings are invested. 

 

 

 

http://news.moneycontrol.com/mf/news/news_detail.php?autono=177350&call_section=MF
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 Mutual Finds 

A Mutual Fund pools the money of people with certain investment goals. The money 

invested in various securities depending on the objectives of the mutual fund scheme and 

the profits (or loss) are shared among investors’ in proportion to their investment. 

Investments in securities are spread across a wide cross-section of industries and sectors. 

Diversification reduces the risk because all stocks may not move in the same direction in 

the same proportion at the same time. Mutual fund issues units to the investors’ in 

accordance with quantum of money invested by them. Investors’ of mutual funds are 

known as unit holders. The profits or losses are shared by the investors’ in proportion to 

their investment. The mutual funds normally come out with a number of schemes with 

different investment objectives which are launched from time to time. A mutual fund is 

required to be registered with Securities and Exchange Board of India (SEBI) which 

regulates securities markets before it can collect funds from the public. 

 

A Mutual fund is a trust that pools the savings of a number of investors’ who share a 

common financial goal. The money collected from investors’ is invested in capital market 

instrument such as shares, debentures and other securities. The income earned through 

these investments and the capital appreciations realized are shared by its unit’s holder in 

proportion to the number of units owned by them. Thus a Mutual Fund is the most suitable 

investment to the common man as it offers an opportunity, to invest in a diversified, 

professionally managed basket of securities at relatively low cost. 

 

A mutual is a set up in the form of trust, which has sponsor, trustee, assets management 

company (AMC) and custodian. Sponsor is the person who acts alone or in combination 

with another body corporate and establishes a mutual fund. Sponsor must contribute at least 

40% of the net worth of the investment managed and meet the eligibility criteria prescribed 

under the Securities and Exchange Board of India (Mutual Funds) regulations, 1996. The 

sponsor is not responsible or liable for any loss or shortfall resulting from the operation of 

the schemes beyond the initial contribution made by it towards setting up of Mutual Fund. 

The Mutual Fund is constituted as a trust in accordance with the provisions of the Indian 

Trusts Act, 1882 by the Sponsor. Trustee is usually a company (corporate body) or a board 

of trustees (body of individuals). The main responsibility of the trustee is to safeguard the 

interest of the unit holders and also ensure that AMC functions in the interest of investors’ 

and in accordance with the Securities and Exchange Board of India (Mutual Fund) 

Regulations 1996 the provisions of the Trust deed and the offer Document of the respective 

schemes. The AMC is appointed by the Trustees as the investment Manager of the Mutual 

Fund. The AMC is required to be approved by SEBI to act as an asset management 

company of the Mutual Fund. The AMC if so authorized by the Trust Deed appoints the 

Registrar and Transfer Agent to agent the mutual fund. The registrar processes the 

application form, redemption requests and dispatches account statements to the unit 

holders. The Registrar and Transfer agent also handles communications with investors’ and 

updates investor records. 
 

 

 

 

 

 

 

 

 

 



International Journal of Research in Management                                                                          ISSN 2249-5908  

Available online on http://www.rspublication.com/ijrm/ijrm_index.htm                        Issue 7, Vol. 3 (May 2017) 

©2017 RS Publication, rspublicationhouse@gmail.com Page 59 
 

 

SEBI 
 

TRUSTEE  SPONSOR 
    

 

AMC 
OPERATION 

 
MKT./SALES 

FUND MANAGER 
MKT./SALES 

 

MUTUAL FUND 

 

DISTRIBUTER 
SCHEMES 

 

 

INVESTO 

 

 

COMPARISION BETWEEN STOCK MARKET AND MUTUAL FUND 

INVESTMENT 

Active Vs Passive Style 

Direct investment into stocks is an active form of investment. You do your own research and 

decide which stocks to buy, when to buy, when to sell etc. You have a control over the 

investment decisions. In contrast, Mutual Fund investing is a passive form of investing. You 

hand over your money to the fund manager and he manages your money along with that of 

the others. With this all the responsibilities of investment decisions and day-to-day 

management are handed over to a professional.  

 Skill set 

Managing one’s own portfolio requires a sufficient level of knowledge and expertise. Not 

many of us would have the educational qualifications, the knowledge and the experience of 

that of a typical fund manager. Even if one had sufficient time, money and resources at one’s 

disposal, it may be difficult to consistently match the performance levels of a professional 

fund manager.  

Diversification 

You can be fully diversified by owing just four five funds. Compare this to the fact that stock 

investors must hold a dozen or so blue chips spread among different industries to give them 

the full benefit of large-stock diversification 

Corpus size 

Investing in equity requires a fairly large amount of money. On the other hand, mutual funds 

allow us to participate in the stock markets even with very small amount say Rs.1000 or so, 

which would not be possible in direct investing 

Management fee 

Mutual funds charge an annual fee, which is a generally about 2.5% of the corpus they 

manage. This is deducted from the corpus itself and the NAV is a reflection of the post-

expenses unit value. No such fees is payable if you directly own the stocks except maybe 

nominal fees charged by the depository 
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Liquidity 

Generally the liquidity may not be an issue whether one invests directly or through a mutual 

fund. However, with some stocks there could be an issue sometimes if it is a thinly traded 

scrip 

Convenience 

Apart from being easier to monitor, the mutual funds are relatively easier to manage vis-à-vis 

equity investments 
No Control 

Unlike picking your own individual stocks, a mutual fund puts you in the passenger seat of 

somebody else's car. Your portfolio is totally managed by the fund manager 
Flexibility 

Through features such as regular investment plans, regular withdrawal plans and dividend 

reinvestment plans, you can systematically invest or withdraw funds according to your needs 

and convenience. While in investing in stocks there are no such features. Every time you 

need to contact your broker for buying or selling of stocks. 

                                        RESEARCH METHODOLOGY 

 RESEARCH OBJECTIVES 

 To find out, how much of the earnings people save for investment purpose. 

 To find out, what is the most dominant investment instrument for the investment, 

liked by the people. 

 To analyze investors’ preference for investing in direct equity and their experience. 

 To analyze investors’ preference and reasons for investing in mutual funds and their 

experience. 

 To find out reasons given by investors for not investing in mutual fund and stock 

market. 

RESEARCH PROBLEM: 

When investors wants to invest their money into Financial Market the first thing comes to his 

minds that how much Return ( return on investment) will get and what is the Risk 

(profit/loss) associated with it. Therefore problem arises for the investors where to invest for 

high return with minimum risk. 

The study was conducted to find out the investors preference between direct investment in 

Indian stock market and Mutual fund. The research was also conducted to find and analyze 

the more preferred investment instrument direct investment in Indian Stock Market or Mutual 

fund on the basis of different parameters such as-risk, return, cost, etc. 

RESEARCH DESIGN: 

The type of research is Descriptive research design. In this research various primary 

secondary sources of data are studied, individuals who were being surveyed were the people 

who had practical experience of the area to be reached. 

 
METHOD OF DATA COLLECTION:- 

The research was conducted on the availability of information from Primary and Secondary 

sources. 

 

SAMPLE SIZE:- The sample size considered in our study is 100. 
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SAMPLE TECHNIQUE: 

For this survey Convenience sampling technique has been used because of the convenient 

accessibility and proximity. 

 

                                          DATA ANALYSIS 

1) What % of earnings do you save for investment purposes?     

 

 
 

2) Which is your most dominant investment instrument for investment purposes? 
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3) Do you directly invest in stock market? 

Alternative choice Yes No 

No of respondents 56 44 

% 56% 44% 

 

 
 

4) If yes? How was your experience of direct investment in equity market? 

 
Experiences Excellent Good Moderate Bad Worst 

No of respondents 9 26 20 1 0 

 

% 17% 46% 36% 1% 0% 
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5) If no? Please tell the reason why? 

 

 

6) Do you invest in mutual fund? 

Alternative choice Yes No 

No of respondents 71 29 

% 71% 29% 
 
 

 

 

Reasons Uneducated 

about the 

market 

Lack of 
resources 

Risk 
associated 
with stock 
market 

Lack of 
faith 

No 
interest 

Lack of 
time 

No of 

respondents 

4 7 11 6 3 13 

 

% 9% 16% 25% 14% 7% 29% 
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7) If yes? How was your experience of investment in Mutual fund? 

Experiences Excellent Good Moderate Bad Worst 

No of respondents 11 49 10 1 0 

 

% 15% 69% 14% 2% 0% 

      

 

 

8) Reason behind your investment in mutual fund? 

Reasons Professional 
Expertise 

Diversification 
of fund 

Liquidity Low 
cost 

Convenience Greater 
returns 

Low risk 

No of 

respondents 

23 12 0 15 1 10 10 

 

% 33% 17% 0% 21% 1% 14% 14% 
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9)  If no? Please tell the reason why? 

Reasons Lack of faith Lack of 
resources 

Less than 
expected 
returns 

Uneducated Others  

No of 

respondents 

11 6 4 5 3 

% 38% 21% 14% 17% 10% 

 

 

 

FINDINGS 

 

 It can be seen that 44% of respondents save 10-20% of earnings for investment 

purposes while 30% and 26% save 20-30% and 30-40% respectively.  This shows that 

people still are not aware of different investment options available in the market 

rather they prefer to keep cash or invest in gold. 

  The most preferred investment avenue for investors today is mutual fund.40 % of 

respondents in the survey had chosen mutual fund as the most dominant investment 

option while 28 % had chosen equity and 26 % had chosen Bank fixed deposits and 

2% others. 

  Equity market is not left untouched by the investors.56% of the respondents out of 

the sample size of 100 invest directly in equity market while 44% of respondents 

either don’t invest in equity market or they invest in equity market through mutual 

fund..  

 56 % of the respondents who have directly invested in the stock market out of which 

46% described their experience of investing in stock market as good. While 17% of 

respondents had identified their experience as excellent. 36% were moderate and only 

1% had bad experience with the stock market.  

 It depicts that 29% of the respondents who do not directly invest in stock market, 25% 

do not invest because of the risk associated with investing in stock market. These 25 

% are risk aversive and they still believe in investing in old modes of investment such 
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as post office savings or bank fixed deposits.  These two reasons contribute about 54 

% for not investing in stock market.  

 In the sample survey conducted through questionnaires it can be clearly seen that 

more than 70 % of respondents invest in mutual fund. As mutual fund is the safest 

route to enter into equity market and the remaining 29% do not invest in mutual fund. 

 Out of 71 respondents who invest in mutual fund 49 respondents had good experience 

of investing in mutual fund while 11 and 10 had excellent and moderate experiences 

respectively. 

  Out of total respondents 33% of them invest in mutual fund because of professional 

expertise, 17% invest due to diversification of fund while remaining 50% invest due 

to low cost, low risk, greater convenience and greater returns.  

 Out of the total respondents who don’t invest in mutual fund 11% says they don’t 

have faith on AMC’s, 6% says they don’t have enough resources to invest in Mutual 

fund,  5% are uneducated about the concept of mutual fund, and rest 4% think that 

mutual fund gives less than expected returns and 3% are others. 

                                    CONCLUSION 

 The study was very fruitful, as it helped me to understand the behavior of investors 

very well. As my objective of the study was to identify whether investors more invest 

in mutual fund or they directly invest in equity market, hence I easily found that 

investors today want to invest in equity market but more through mutual fund route 

and not directly. 

 The future of Mutual fund is definitely very bright as it helps the investor in every 

way as well as it also protect the investors capital when compared with direct 

investing in stock market. 

 There are numerous benefits of investing in mutual funds and one of the key reasons 

for its phenomenal success in the developed markets like US and UK is the range of 

benefits they offer, which are unmatched by most other investment avenues and thus a 

better investment option. 
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