
© 2018 JETIR August 2018, Volume 5, Issue 8                                                           www.jetir.org (ISSN-2349-5162) 

JETIRFR06103 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 509 
 

A Review on Mutual Funds 
 

Priya Raman, Assistant Professor 

Department of Commerce & Management, ARKA JAIN University, Jamshedpur, Jharkhand, India 

Email Id- priya.raman@arkajainuniversity.ac.in 

 

 

ABSTRACT: This article focuses on the mutual fund industry's whole experience in India. Its beginnings, its growth and fall 

through the years, and an attempt to forecast what the future may contain for Mutual Fund Investors in the long term. A mutual 

fund, often known as an investment firm, is a kind of investment vehicle that combines the funds of a number of participants. 

The money collected is used by the fund's management to buy assets such as stocks and bonds. The portfolio of the fund refers to 

the securities bought. The emergence of money market and (short-term) bond funds may have been aided by restrictions on rival 

products. This research looked at and compared the performance of several kinds of mutual funds in India, and found that 

equities funds outperformed income funds. This research also found that although equities fund managers have considerable 

market timing skills and institutional fund managers can time their investments, broker-operated funds do not. Furthermore, it 

has been shown experimentally that fund managers can time their investments to market circumstances and have considerable 

timing skill. The mutual fund industry in India has grown rapidly and gained a lot of popularity in the last couple of decades, 

especially after incorporate mutual funds and which of the modes they prefer to get knowledge about mutual funds, so a study 

was done to make the above discussion more strong, so 30 research papers and two theses were taken with respect to the topic 

concerned. The area of factors influencing investors' behavior when investing in, and withdrawing from, mutual funds has been 

covered by a small number of researchers. Here are some of the authors who worked on this area and came up with good results. 

These papers were accessed from ENSCO, SSRN, National Digital Library, Shodhganga, and ENSCO. 
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1. INTRODUCTION 

A mutual fund[1] is a professionally managed collection of several companies' shares. These businesses earn 

dividends on their stock and make capital gains or losses on their traded securities. Investors buy mutual fund 

shares as though they were individual securities. After operational expenses are paid, the mutual fund's profits 

(dividends, capital gains or losses) [2]are dispersed to the investors in proportion to the amount invested. 

Investors hope that a loss on one investment will be offset by a profit on another. Following the proverb "don't 

put all your eggs in one basket," mutual fund shareholders may get an advantage by diversifying their assets, 

which may be beyond their particular financial capabilities. There are two types of mutual funds[3]: open-end 

and closed-end. An open-end mutual fund is a kind of capital stock that does not have a fixed number of 

shares. As investors purchase and sell shares, the number of shares fluctuates. Investors may purchase and sell 

their company's shares at any time for a market price. 

Since the opening of the Indian capital market, the total development of the Indian capital market has been 

phenomenal. Individual investors' attitudes about capital market investing have changed as a result of this 

development. Retail investors have been drawn to the capital market by financial modernization in the form of 

mutual funds. Although the proportion of household financial resources channeled into the capital market by 

mutual funds is modest, the mutual fund industry's development is important to the Indian economy and has 

become a draw for international money managers[4]. The growth and development of various mutual fund 

products in the Indian capital market is due to a high level of precision in the design and marketing of a 

variety of mutual fund products by banks and other financial institutions, which provide individual investors 

with growth, liquidity, and return . Another significant factor in the change in the investor's investment pattern 

from conventional investments to modernization investment instruments is perception. Various inputs or 

information obtained via physical elements, social and cultural aspects, political factors, technological and 

mechanical factors, environmental considerations, and international variables trigger an individual's thinking 

and perception. In the financial world, for example, managers' total market timing skills are determined by 

how well informed they are about market movement and their macro forecasting ability to generate good 

results. Managers' timing abilities are affected by their perceptions, which are based on the availability of 

information. 

http://www.jetir.org/


© 2018 JETIR August 2018, Volume 5, Issue 8                                                           www.jetir.org (ISSN-2349-5162) 

JETIRFR06103 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 510 
 

As a result, the capacity to acquire knowledge and organize information relies on the individual's thinking, 

institution, and perspective of the circumstance. Perception isn't always limited to what one sees or hears with 

his or her own eyes or ears. Perception is a one-of-a-kind perception of a circumstance rather than a precise 

recording of it. Investors have different perspectives on risk, return, and other important aspects of investing. 

We show that investors prefer various choice techniques when buying or withdrawing mutual funds due to 

individual variations in perceptions and the availability of a broad variety of investment options. For example, 

some investors primarily choose funds based on past performance and recent performance, indicating that 

investors prefer to chase past performance. Another popular factor is that over half of all purchases occur in 

funds that rank in the top quintile of past annual returns, implying that investors use past returns as a guide 

when purchasing mutual funds. The ideal portfolio mix will vary depending on the investor. It will be 

determined by their likes and preferences in order to determine their predicted utility from returns and 

hazards. However, there are still a slew of unanswered questions, including: 

 How do investors decide which investment option to pursue? 

 What are the variables that affect investing decisions? 

 What are the reasons that cause current investors to pull their money out? 

This collection of research review papers will aid in understanding individual investors' perceptions on mutual 

fund schemes. 

2: Mutual Funds History 

In 1822, Belgium was the first country to establish the modern mutual fund. This kind of investment quickly 

expanded to the United Kingdom and France. Mutual funds, particularly open-end mutual funds, were popular 

in the United States in the 1920s and have remained popular through the 1930s. After WWII, mutual funds 

had a period of rapid expansion, particularly in the 1980s and 1990s. GIC launched its mutual fund in 

December 1990, whereas LIC launched its mutual fund in June 1989 [5]. In 1993, private sector funds entered 

the Indian mutual fund market, ushering in a new age in which Indian investors could choose from a broader 

range of fund families. In addition, the first Mutual Fund Regulations, which required all mutual funds, 

excluding UTI, to be registered and regulated, were enacted in 1993. In July 1993, the former Kothari Pioneer 

(since merged with Franklin Templeton) became the first private sector mutual fund to be registered.  

The number of mutual fund companies has continued to grow, with several international mutual funds 

establishing funds in India, as well as numerous mergers and acquisitions in the sector. There were 33 mutual 

funds with a total asset value of Rs. 1, 21,805 crores at the end of January 2003. Other mutual funds were well 

behind the Unit Trust of India, which had Rs.44, 541 crores in assets under administration. Following the 

abolition of the Unit Trust of India Act 1963 in February 2003, UTI[6] was split into two distinct 

organizations. One is the Unit Trust of India's Specified Undertaking, which had Rs.29,835 crores in assets 

under management at the end of January 2003, representing the assets of the US 64 plan, guaranteed return, 

and some other schemes. The Unit Trust of India's Specified Undertaking, which operates under an 

administrator and is governed by Government of India regulations, is exempt from the Mutual Fund 

Regulations[7]. 

2.1 The Study's Objective 

Few researchers have studied the factors influencing investors' behavior when investing in, withdrawing from, 

and preventing from mutual funds, and no such work has been done by any of them. As a result, the study will 

provide clear pictures to asset management companies about investors' behavior when investing in, 

withdrawing from, and preventing from mutual funds. 

 To investigate the variables that influence investors' decisions to invest in mutual fund schemes, as 

reported in the literature. 

 Previous empirical results on the causal connection between mutual fund investment and withdrawal 

from the invested schemes were reviewed. 

 Review the relevant empirical results on the variables that influence retail investors' decision to invest 
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in mutual funds. 

 To determine a gap in current academic work and to propose future research topics in an area that has 

not yet been covered. 

3. Analysis: 

3.1 Prospectus for a Mutual Fund 

A prospectus is a legally binding document that contains information about a mutual fund. The conditions of 

the offer, the issuer, and the offer's goals are all detailed in this document. The Securities Act of 1933 

[8]enacted in the aftermath of the 1929 stock market collapse, mandated securities firms to publish a 

prospectus. At 

A prospectus may seem intimidating at first sight. The prospectus typically has a lot of information, a lot of 

tables and graphs, and it's written in technical and legal terminology. Before you invest in a mutual fund, use 

this paper to help you make an educated investing choice. Pay careful attention to the following important 

areas to get the information you need: Investing Objective: A brief description of the fund's investment goals. 

Short-term growth is a goal for certain funds, while long-term stability is a goal for others. The fund's 

investment strategy outlines how it intends to achieve its goals. The kinds of assets that the fund acquires are 

described in this section. Fees and Expenses: While mutual funds strive to earn money for their investors, like 

any other company, their ultimate objective is to make money for themselves. To do so, funds charge a range 

of fees and costs to its shareholders, all of which must be disclosed in the prospectus. Every prospectus 

includes a table that breaks out the various fees and costs, as well as a hypothetical estimate of how the fees 

will affect a $10,000 investment over a 10-year period. This allows you to compare mutual fund fees and 

costs. Account Information: This section includes extremely basic information on how to purchase and sell 

stocks, as well as other account-related details. The prospectus will inform you how to put your money into 

the fund as well as how to pull it out. You can find out which redemption options are available to you in the 

prospectus. One of the most significant parts of the prospectus is the risk level that the fund takes, as well as 

the risks connected with the fund's particular investments.Performance: The prospectus includes information 

about the fund's performance over the past ten years. Investors should keep in mind that previous performance 

is not always indicative of future outcomes. How well the fund has historically fared in comparison to an 

index, such as the S&amp;P 500, is also significant. Volatility, dividend payments, and turnover are all factors 

that influence a fund's performance. Management: The names of the managers are included, along with some 

background information on their experience and credentials. To get a feel of their previous tactics and 

outcomes, it's important to know whether they've managed other funds in the past and how successful or 

unsuccessful they were. 

3.2 Share Classes for Mutual Fund Mutual Fund  

Morning Star is a well-respected source that categorizes most equities into groups or kinds. Distressed, Hard 

Asset[9], Cyclical, Speculative Growth, Aggressive Growth, Classic Growth, Slow Growth, and High Yield 

are the eight types used. Each label refers to a certain set of investing qualities. Companies are categorized 

into types based on objective financial criteria and Morning Star's unique algorithm, and stocks in the same 

category have comparable economic characteristics. The following are the many classes and types: Distressed: 

These businesses are experiencing severe operational difficulties. This may indicate a decline in cash flow, a 

loss of profits, a high level of debt, or a combination of these factors. Such "turnaround" companies are 

notoriously hazardous, but they may also be lucrative investments. Hard Asset: The primary business of these 

firms is the ownership or exploitation of hard assets such as real estate, metals, and wood. Investors have 

historically turned to such businesses for inflation hedges since they have a low connection with the broader 

stock market. Cyclical: The main activities of cyclical firms are anticipated to vary in accordance with the 

broader economy. In a flourishing economy, such businesses will seem fantastic; in a downturn, their 

development will halt and they may even lose money. Speculative Growth: Don't expect speculative growth 

businesses to be consistent. Their earnings are sporadic at best. In the worst-case scenario, they lose money. In 

reality, many businesses never make it beyond the stage of speculative expansion, instead ending up in 

bankruptcy court. That's why they're hypothetical. However, present profitability isn't what attracts investors 

to speculative-growth businesses. It's all about future riches. A speculative-growth business, in theory, should 
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ultimately bloom into a world-class firm. Aggressive Growth: Aggressive-growth businesses are more mature 

than speculative-growth businesses: They have seen fast increase in profitability, not just in sales, indicating 

that they have greater staying power. It's now time to start making some money. Classic Growth: These 

companies are at the top of their game and have nothing more to prove. The finest traditional growers have 

grown into money machines, generating consistent growth, excellent returns on capital, positive free cash 

flows, and increasing dividends. The only problem is that their growth isn't even close to that of the 

aggressive-growth group. Slow Growth and High Yield: These businesses' growth is a distant memory. 

Because they have run out of attractive investment possibilities, most of them pay out the majority of their 

income in dividends - high payout ratios - rather than reinvesting the gains. 

3.3 Mutual Fund Professional Management And Ranking 

Professional management: Professional managers make judgments on whether businesses' shares should be 

purchased and sold by mutual funds. The mutual fund managers are in charge of deciding how the pooled 

money will be invested. There are a plethora of investment possibilities available, each of which is unique. 

Fund managers are required to be aware of what is available, the dangers and profits that may be made, the 

costs of acquiring and selling assets, as well as industry rules and regulations[10]. 

Ranking: Companies like Morningstar, which has an industry-recognized mutual fund rating system, rate 

funds based on their overall performance and performance versus their peers. They use a one-to-five star 

rating system, with five stars being the highest. Generally, the higher the rank, the better the fund's quality. 

Morningstar, for example, assigns a star rating to mutual funds based on how well they've fared in comparison 

to comparable funds (after correcting for risk and sales costs). The best ten percent of funds in each 

Morningstar Category get five stars, while the lowest ten percent receive one. Funds are evaluated for up to 

three time periods: three, five, and ten years, and the average of these ratings is used to create an overall 

rating. Funds that haven't been around for more than three years aren't graded. Ratings are unbiased and based 

solely on a statistical analysis of previous performance. The ratings are a helpful tool for finding funds that 

need further investigation, but they should not be interpreted as buy or sell recommendations. 

2. DISCUSSION 

 The main data collecting technique was used to learn about the important variables that drive investing 

behavior and how these factors affect investment risk tolerance and decision making. The data was 

analyzed using SPSS software after the survey was performed in both rural and urban regions based on 

their occupation. According to the findings, today's investor is a mature and well-dressed individual. 

Despite the market's remarkable growth and high-quality initial public offerings, individual investors 

choose risk-based investing. 

 The issue of an individual investor's fund selection behavior was investigated, with a focus on several 

mutual fund schemes. According to the findings of this research, 27% of investors are ready to put their 

money into different mutual funds. Portfolio diversity was the most influential element in this research 

when it came to buying mutual funds. 

 To detect investors' financial behavior linked to fund selection, several statistical techniques such as 

principal component analysis were employed. The majority of investors are ignorant of mutual fund 

investing goals and limitations. In order to offer high-quality services, the new age of marketing ideas 

and tactics places a particular emphasis on the requirements of investors. Jones et al discovered a 

negative connection between advertising and fund quality in 2007 using a particular sample. The general 

public expects mutual fund schemes to produce a reasonable amount of return while posing a reduced 

risk. 

 The primary goal was to determine the goals that retail investors consider while investing in mutual 

fund schemes, as well as their attitudes about mutual fund schemes. The necessary data is collected from 

100 mutual fund investors in Faridabad and Delhi using both primary and secondary data collecting 

techniques. Secondary data is gathered from a variety of sources such as journals, books, and 

newspapers. Frequency, Mean, and F-test were among the statistical techniques utilized to analyze the 

data. According to data analysis, investors like to invest in mutual funds for excellent return security and 

tax advantages, and to accomplish this goal, they often choose growth and balanced schemes. 
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 To determine the investors' financial behavior linked to fund selection, several statistical techniques 

such as principal component analysis were employed. The majority of investors are ignorant of the 

mutual fund's goals and limitations. In order to offer high-quality services, the new age of marketing 

ideas and tactics places a particular emphasis on the investors' requirements. Jones et al discovered a 

negative connection between advertising and fund quality over the period of 2007 with particular 

reference to the specific sample. Mutual fund schemes are expected to provide a modest amount of 

return with a reduced degree of risk, according to general investors. 

3. CONCLUSION: 

Without a doubt, the Indian economy will return to a high growth path in a few years as a result of structural 

reform measures. As a result, mutual fund companies must improve their abilities and technology. The 

success of a mutual fund, on the other hand, will be determined by how well the recommendations are 

implemented. In the case of Mutual Fund investors, we believe that two critical abilities are required for 

effective investing: a sense of timing and investment discipline, both of which must be used simultaneously. 
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