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EXECUTIVE SUMMARY 

 

The isuccessful icompletion iof ithis iproject iwas itotally idifferent iwork 

iwhich iI ihad inever idone ibefore . 

Through ithis iinternship ionly iI igot ito iknow iabout ithe ipractical ilife 

iwhich iis ivery iwide iand iI iwas inot ionly iknowing iiti. 

Through iit, iI icame ito iknow imore iabout iMutual iFunds i,its imerits iand 

idemerits i, itypes iof imutual ifunds i, ifinancial isystem iin iIndia i, iinvestors 

i, iparties iinvolved iin imutual ifunds i i, iand ithe iwhole ihistory iof imutual 

ifund‘s i iand imuch imore i. 

In ithis iI ihad igone ithrough isome iimportant iterms ilike iCapital iProtected 

iScheme, iSystematic iInvestment iplan, ilegal istructure iof imutual ifunds, 

iinvesting istrategies, ietc... 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chapter-1: INTRODUCTION 

 

Mutual iFunds 

―A iinvestment ifirm icould ibe ia icompany ithat ibrings ialong icash ifrom imany ifolks iand iinvests iit iin 

istocks, ibonds ior ialternative iassets. iThe icombined iholding iof istocks, ibonds ior ialternative iassets ithe 

ifund iowns iarea iunit icalled iits iportfolio. ievery icapitalist iwithin ithe ifund iowns ishares, ithat irepresents 

iapart iof ithose iholding.‖ 

(U.S. isecurities iexchange icommission) 

A iinvestment ifirm icould ibe ia itrust ithat ipools ithe isaving iof ivariety iof iinvestors iWorld iHealth 

iOrganization ishares ia itypical imonetary igoal. ithe imoney iso icollected iis ithen iendowed iin icapital 

imarket iinstruments ilike ishares, idebenture iand ialternative isecurities. 

The ifinancial igain iearned ithrough ithese iinvestments iand ialso ithe icapital iappreciations irealised iarea 

iunit ishared iby iits iunit iholders iin iproportion ito ithe iquantity iof iunits iclosely-held iby ithem. iso 

iinvestment ifirm iis ithat ithe imost ifitted iinvestment ifor ithe imortal ibecause iit ioffers ia ichance ito itake ia 

iposition iduring ia ivaried, iprofessionally imanaged ibasket iof isecurities iat ia icomparatively ilow iprice. 

Mutual ifunds iarea iunit imonetary iintermediaries, ithat icollect ithe isavings iof itiny iinvestors iand iinvest 

ithem iduring ia ivaried iportfolio iof isecurities ito ireduce irisk iand imaximize ireturns ifor ihis ior iher 

iparticipants. 

Mutual ifunds ihave igiven ia isignificant ipositive istimulus ito ithe icapital imarket i- ieach iprimaries istill ias 

isecondary. iThe iunits iof imutual ifunds, iin iturn, ialso iare itradable isecurities. iTheir iworth iis idecided iby 

itheir iinternet iplus iworth i(NAV) ithat iis iasserted isporadically. 

The ioperations iof ithe inon-public imutual ifunds isquare imeasure iregulated iby iSEBI iwith irespect ito 

itheir iregistration, ioperations, iadministration iand iissue istill ias imercantilism. iThere isquare imeasure 

inumerous istyles iof imutual ifunds, ilooking ion iwhether ior inot ithey isquare imeasure iopen iall iover ior 

ishut iall iover iand iwhat itheir ifinish iuse iof ifunds icould ibe ian iopen-ended ifund iprovides ifor isimple 

iliquidity iand iis ia iperennial ifund, ias iits iterribly iname isuggests. 

A iclosed-ended ifund ifeatures ia istipulated imaturity iamount, iusually i5 iyears. 

A igrowth ifund ifeatures ia ihigher ishare iof iits icorpus iinvested iwith iin iequity ithan iin ifastened ifinancial 

igain isecurities, itherefore ithe ipossibilities iof icapital iappreciation i(growth) isquare imeasure ihigher. iIn 

igrowth ifunds, ithe idividend iincreased, iif iany, iis ireinvested iwithin ithe ifund ifor ithe icapital 

iappreciation iof iinvestments icreated iby ithe icapitalist. 

An ifinancial igain ifund ion ithe iopposite ihand iinvests ia ibigger iportion iof iits icorpus iin ifastened 

ifinancial igain isecurities iso ias ito idisburse isome iof iits iearnings ito ithe icapitalist iat iregular iintervals. 



A ibalanced ifund iinvests iequally iin ifastened ifinancial igain iand iequity iso ias ito iearn ia iminimum icome 

ito ithe iinvestors. iSome imutual ifunds isquare imeasure irestricted ito ia iselected iindustry; iothers iinvest 

icompletely iin ibound iforms iof ishort iinstruments ilike isecurities iindustry ior igovernment isecurities. 

 

CONCEPT IOF IMUTUAL IFUNDS 

Encarta ireference idefines imutual ifunds ias istyles iof imanagement iinvestment ifirm ithat imixes 

ithe icash iof iits ishareholders iand iinvests ithose ifunds iduring ia ibig ivariety iof istocks, ibonds iand 

imarket iinstruments. iThe ilatter iembrace ishort i– iterm iinvestments ilike igovernment ibonds iand 

isecurities, iindustrial ipapers, icertificates iof ideposit, ietc. iMutual ifunds igive ithe icapitalist iwith 

iskilled imanagement iof ifunds iand idiversification iof iinvestment. 

Mutual ifund iunits isquare imeasure iinvestment ivehicles ithat igive ia imethod iof iparticipation 

iwithin ithe istock iexchange ifor ithose iwho ihave ineither ithe itime, inor ithe icash, inor imaybe ithe 

iexperience ito iundertake idirect iinvestment iin iequities iwith isuccess. iOn ithe iopposite ihand, 

ithey iadditionally igive ia iroute iinto ispecialist imarkets iwherever idirect iinvestment iusually 

idemands ieach ilonger iassociate idegreed ia ilot iof idata ithan ian icapitalist icould ipossess. 

The iprice iof iunits iin iany iinvestment itrust iis iruled iby ithe iworth iof ithe iunderlying isecurities. 

ithe iworth iof iassociate idegree iinvestor‘s iholding iduring ia iunit iwill ithus, ilike iassociate idegree 

iinvestment iin ishares, igo idown ifurther ias iup. 

Mutual ifund icould ibe ia itrust ithat ipools ithe isavings iof ivariety iof iinvestors iUN iagency ishare ia 

istandard imonetary igoal. ithe icash itherefore icollected iis ithen iendowed iin inumerous icapital 

imarket iinstruments. ievery iinvestment itrust iincludes ia ispecific iinvestment iobjective iand itries 

ito isatisfy ithat iobjective ithrough iactive iportfolio imanagement. 

 

Major iTypes iof iMutual iFund iSchemes ias iPer iAsset iClass 

EQUITY iSCHEMES 

Equity ischemes iinvest iprimarily iin ishares. iDepending ion ithe ischeme iobjective iof iinvestment 

icould ibe iin: 

• Growth istocks iwhere iearnings igrowth iis iexpected ito ibe iattractive. 

• Momentum istocks ithat igo iup ior idown iin iline iwith ithe imarket. 

• Value istocks iwhere ithe ifund imanager iis iof ithe iview ithat icurrent ivaluation iin ithe 

imarket. 

DEBT iOR iINCOME iSCHEMES 

Gilt ischemes iinvest iin igovernment isecurities. iwith ithe iexception iof ibeing ithe iforemost iliquid 

isecurities iwithin ithe idebt imarket, igovt. isecurities iarea iunit ieligible ifor iliquidity isupport. 



iSince ithe iestablishment iis ithat ithe igovernments iof iIndia/States ithese ifunds ihave ivery ilittle 

irisk iof idefault iand ithus isupply ihigher iprotection iof iprincipal. 

Bond ischemes iinvest iin ifetters iissued iby ithe igovt ior ithe iother iestablishment, iadditionally iby 

inon-public icorporations, ibanks, imoney iestablishments iand idifferent ientities ilike 

iinfrastructure icompanies/utilities. iBy ifinance iin idebt, ithese ifunds itarget ilow irisk iand istable 

ifinancial igain ifor ithe icapitalist ias itheir ikey iobjective. 

Debt ifunds iarea iunit imostly ithought-about ias ifinancial igain ifunds ias ithey iare idoing inot itarget 

icapital iappreciation, isearch ifor ihigh icurrent ifinancial igain iand ithus idistribute ia iconsiderable 

ia ipart iof itheir isurplus ito ithe iinvestors. 

 

SCOPE iOF iTHE iSTUDY 

Mutual ifunds icommonly iinvest iduring ia iwell ivaried iportfolio ior isecurities. ievery icapitalist iduring ia 

ifund icould ibe ia ihalf iowner iof ithe ifund‘s ientire iplus. ithis iallows ihim ito icarry ia ivaried iinvestment 

iportfolio ieven iwith ialittle iquantity iof iinvestment ithat iwill iotherwise ineed imassive icapital. 

Even iif iAssociate iin iNursing icapitalist ihas imassive iquantity iof icapital ion ithe imarket ito ihim, ihe 

iadvantages ifrom ithe iskilled imanagement iskills ibrought iin iby ithe ifund iwithin ithe imanagement iof ithe 

iinvestor‘s iportfolio. iThe iinvestment imanagement iskills itogether iwith ithe irequired ianalysis iinto ion 

ithe imarket iinvestment ichoices, iguarantee ia ifar ihigher ithan iwhat iAssociate iin iNursing icapitalist iwill 

imanage ion ihis iown. 

Diversification ireduces ithe ichance iof iloss, ias icompared ito iinvestment idirectly iin ione ior i2 ishares ior 

idebentures ior idifferent iinstruments. 

A idirect icapitalist ibears iall ithe iprices iof iinvestment ilike ibrokerage ior icustody iof isecurities. ionce 

iprying ia ifund, ihe ihas ithe igood ithing iabout ieconomies iof iscale; ithe ifunds ipay ilesser iprices idue ito 

ilarger ivolumes ia iprofit ion ito iits iinvestors. 

Even ioften, iinvestors ihold ishares ior ibonds ithey ican inot idirectly, isimply iand iquickly isell. iinvestment 

iduring ia iopen-end iinvestment icompany iis ifar ia ilot iof iliquid. iThe icapitalist iwill iliquidate ithe 

iinvestments iby imercantilism iits iunits ito ithe ifund iif iopen iover, ior imercantilism ithem ito iplug iif iit's 

iclose-ended. 

Investors iwill ieven itransfer itheir iholdings ifrom ione itheme ito ithe iother; iget iupdated imarket iinfo iand 

ithen ion. iFor iequity i– ivaried ischemes ithe ichance iand icome iback imeasures iwill ibe icalculated iand 

itherefore ithe icomparison ibetween inumerous ischemes iwill ibe icreated ithat imake iup itotally idifferent 

iplus imanagement ifirms. 

 

OBJECTIVES iOF iTHE iSTUDY 



The imain iobjective iof ithe istudy iwas ito iresearch ivery iwell iand icompare ithe iperformance ivaried} 

iequity iheterogeneous ischemes iacross ivarious iAMC iand iconjointly ito irequire ia inote iof ithe ibudget 

iannouncements iand itheir iimpact ion ithe iopen-end iinvestment icompany ibusiness. 

The ifollowing iar ithe iparticular iobjectives iof ithe istudy: i- 

⦁ iTo istudy ithe iinvestors’ iperception itowards iopen-end iinvestment icompany ias iassociate idegree 

iinvestment iavenue. 

⦁ iTo ibuild ia icomparative ianalysis iof itwenty iequity i– iheterogeneous iopen-end iinvestment icompany 

ischemes iacross ivaried iquality imanagement icorporations ion ithe ipremise iof irisk iand icome iback 

imeasures iof iperformance. 

⦁ iTo ianalyze ivaried ioptions iof ithe ischemes iinto iaccount 

⦁ iTo iperceive ithe iimpact iof iBudget iannouncements iof ilast i2 iyears ion ithe iopen-end iinvestment 

icompany ibusiness. 

⦁ iTo iassess inew idevelopments ihappening iwithin ithe iopen-end iinvestment icompany iindustries. 

 

 

METHODOLOGY iOF iTHE iSTUDY 

The iproject ihas ibeen iapplied ito imatch ivaried} iequity idiversified ischemes iwith ifew ihaving igrowth 

ipossibility iand ifew iwith idividend ipossibility ithat ifall iinto ivarious iquality imanagement icorporations. 

For iany istudy ito ibe iconducted ia icollection ipattern iof isteps iis ineeded ito ibe iapplied. 

 

First: ito ispeak iwith ithe ifolks iwithin ithe iorganization ito iown itheir iopinion ion i―Mutual iFunds i– ias 

iInvestment iAvenue‖ i.Thereby, ifrom ithis ia iconclusion iregarding iinvestors‘ iperception iwill ibe idrawn. 

Second: inumerous itables, icharts iand idiagrams iarea iunit iused ifor iprecise iunderneathstanding iof ithe 

isubject iunder istudy. iUse iof iassorted iperformance imeasures iis icompleted. 

Third: ithe iinformation iwill ibe icollected ifrom inumerous isources iwhich imight ibe ineeded ito ibe 

ianalyzed ibefore ifindings iarea iunit iresulted iand iconclusions iarea iunit idrawn. 

Fourth: iExpert‘s isteerage ican ihave ito ibe icompelled ito ibe itaken ifrom ithe ihighest imanagement ito 

iderive ito ia ipregnant iconclusion ifrom ithe ifinding. 

Fifth: iA imoney ireport ican ihave ito ibe icompelled ito iready iwith isuccess, iaccomplishing iall ithe 

iobjectives imentioned ion itop iof. 

 

 

 

 

 

 



CHAPTER-2 

The imain iwork ion iwhich iI iwas istudding iwas iabout ithe iIndian ifinancial isystem i, imile istones 

iof imutual ifunds iin iIndia i, iand ialso ithe iadvantages i& idisadvantages iof imutual ifunds i i,and 

ialso ithe iparties iinvolved iin imutual ifunds idealings. i 

Why ito itry ito ito iinvestment iin iMutual iFunds? 

A ievidenced iprinciple iof isound iinvestment iis i– idon't iplace iall ieggs iin ione ibasket. iInvestment 

iin imutual ifunds iis ihelpful ias: i- 

• Firstly, ithey iassist iin ipooling iof ifunds iand ifinance iin imassive ibasket iof ishares iof 

ivarious ifirms. iso iby ifinance iin ivarious ifirms, imutual ifunds iwill idefend iagainst  

isurprising ifall iin iworth iof iinvestment. 

• Secondly, ia imedian icapitalist idoesn't ihave ienough itime iand iresources ito idevelop 

iskilled iperspective itowards itheir iinvestment. iHere, iskilled ifund imanagers iengaged iby 

imutual ifunds itake ifascinating iinvestment iselections ion ibehalf iof iinvestors itherefore 

ion ibuild ihigher iutilization iof iresources. 

• Thirdly, iinvestment iin iopen-end ifunds iis irelatively iadditional iliquid ias ia iresult iof 

icapitalist iwill isell iunits iin iopen imarket iand imay iapproach imutual ifund ito irepurchase 

ithe iunits iat ideclared iinternet iplus iworth irelying iupon icompletely idifferent ikind iof 

itheme. 

• Fourthly, iinvestors iwill iavail itax i– irebates iby ifinance iin iseveral itax-savings ischemes 

ifloated iby ithese ifunds, iapproved iby ithe igovt. 

• Lastly, ioverhead iis idecreased iper ihead idue ito imassive isize iof iinvestible ifunds, 

ithereby icathartic iadditional ilucre ifor iinvestors. 

ADVANTAGES IOF IMUTUAL IFUNDS 

⦁ iProfessional iManagement i- iMost imutual ifunds ipay itopflight iprofessionals ito imanage 

itheir iinvestments. iThese imanagers idecide iwhat isecurities ithe ifund ican ipurchase iand isell. 

⦁ iDiversification i- iThe ibest imutual ifunds istyle itheir iportfolios itherefore iindividual 

iinvestments ican ireact iotherwise ito iconstant ieconomic iconditions. ifor iinstance, ieconomic 

iconditions isort iof ia irise iin iinterest irates imight icause isure isecurities iduring ia idistributed 

iportfolio ito idecrease iin iworth. ialternative isecurities iwithin ithe iportfolio ican ireply ito iconstant 

ieconomic iconditions iby iincreasing iin iworth. ionce ia iportfolio  iis ibalanced iduring ithis imeans, 

ithe iworth iof ithe igeneral iportfolio iought ito ibit iby ibit iincrease iover itime, ialthough isome 

isecurities ilose iworth. 

⦁ iLiquidity i- iIt's ieasy ito iinduce iyour icash iout iof ia ifund. 



⦁ iLow icost i- iMutual ifund iexpenses iarea iunit itypically ino iquite ione.5 i% iof iyour iinvestment. 

iExpenses ifor iIndex iFunds iarea iunit ibut ithat, ias ia iresult iof iindex ifunds iaren't iactively 

imanaged. iInstead, ithey imechanically ipurchase istock iin ifirms ithat iarea iunit ilisted ion ia 

iparticular iindex. 

⦁ iRegulatory ioversight i- iMutual ifunds iarea iunit isubject ito iseveral igovernment irules ithat 

idefend iinvestors ifrom ifraud.The imutual ifunds ihave ivaried iedges iover iand ihigher ithan iwhat 

iarea iunit  imentioned ilike itransparency, iflexibility, ialternative iof ischemes, itax iedges iand 

iadditionally iwell iregulated. 

⦁ iFees iand icommissions i- iAll ifunds icharge ibody ifees ito ihide itheir idaily iexpenses. iSome 

ifunds iadditionally icharge isales icommissions ior i"loads" ito icompensate ibrokers, imoney 

iconsultants, ior imoney iplanners 

 

⦁ iManagement irisk i- iWhen iyou iinvest iduring ia ifund, iyou irely iupon ithe ifund's imanager ito 

iform ithe iproper iselections iconcerning ithe ifund's iportfolio. iIf ithe imanager idoesn't iperform iin 

iaddition ias iyou ihad ihoped, iyou imay inot icreate ithe imaximum iamount icash ion iyour 

iinvestment ias iyou iexpected. iOf icourse, iif iyou iinvest iin iIndex iFunds, iyou iantecede 

imanagement irisk, ias ia iresult iof ithese ifunds idon't iuse imanagers. 

⦁ iNo iGuarantees i- iNo iinvestment iis iinnocuous. iIf ithe icomplete istock iexchange ideclines iin 

iworth, ithe iworth iof ifund ishares ican igo idown iin iaddition, inotwithstanding ihowever ibalanced 

ithe iportfolio. iInvestors iencounter ifewer irisks ionce ithey iinvest iin imutual ifunds ithan ionce 

ithey ipurchase iand isell istocks ion itheir iown. iHowever, ianyone iWorld iHealth iOrganization 

iinvests ithrough ia ifund iruns ithe ichance iof ilosing icash. 

 

⦁ iTaxes i- iDuring ia itypical iyear, imost iactively imanaged imutual ifunds isell ianyplace ifrom 

itwenty ito iseventy i% iof ithe isecurities iin itheir iportfolios. iIf iyour ifund imakes ia iprofit ion iits 

isales, iyou imay ipay itaxes ion ithe ifinancial igain iyou ireceive, ialthough iyou ireinvest ithe imoney 

iyou icreated. 

 

WHICH iPARTIES iAREA iUNIT i iINVOLVED? 

 

1. iInvestors 

Every icapitalist, igiven ithe imoney iposition iand iprivate idisposition, ifeatures ia isure iinclination 

ito irequire irisk i(risk iprofile). iThe ihypothesis iis ithat iby itaking iAssociate iin iNursing 



iprogressive irisk i(of ilosing icapital, iall ior ipartly), iit imight ibe iattainable ifor ithe icapitalist ito 

iearn iAssociate iin iNursing iprogressive icome iback. 

Mutual ifund imay ibe ia iresolution ifor iinvestors iWorld iHealth iOrganization ilack itime, ithe 

iinclination ior ithe italents ito iactively imanage itheir iinvestment irisk iin iindividual isecurities. 

ithey'll idelegate ihis irole ito ifund, iwhereas iretentive ithe iproper iand ialso ithe iobligation ito 

iobserve itheir iinvestments iwithin ithe itheme i(which, iin iturn, iinvests iin iindividual isecurities). 

In ithe iabsence iof ia ifund ichoice, ithe imoneys iof isuch i―passive‖ iinvestors iwould ilie ieither iin 

ibank ideposits ior ialternative i―safe‖ iinvestment ichoices, iso idepriving ithem iof ithe ilikelihood 

iof iearning ia imuch ibetter icome iback. 

2. iTrustees 

Trustees iarea iunit ithe iindividuals iwithin ia ifund iorganization iWorld iHealth iOrganization iarea 

iunit ianswerable ifor iguaranteeing ithat iinvestors‘ iinterest iduring ia itheme iarea iunit iproperly 

itaken icare iof. 

In ireturn ifor ihis ior iher iservices, ithey're ipaid itrustee ifees, ithat iarea iunit iusually icharged ito ithe 

itheme. 

 

3. iquality iManagement iCompany i(AMC) 

AMCs imanage ithe iinvestment iportfolios iof ischemes. iAssociate iin iNursing iAMC‘s ifinancial 

igain icomes ifrom imanagement ifees iit icharges ithe ischemes iit imanages. iSome icountries igive 

ifor iperformance ibased imostly imanagement ifees iin iaddition. 

In iorder ito imanagement ifee, iAssociate iin iNursing iAMC ihas inaturally ito iuse iindividuals iand 

ibear iall ithe iinstitution iprices ithat iarea iunit iassociated iwith iits iactivity, ilike ifor ipremises, 

ifurniture, ietc. iThese iarea iunit ito ibe imet iout iof ithe imanagement ifee iearned i. 

So ilong ibecause ithe ifinancial igain ithrough imanagement ifees iquite icovers iit  iexpenses, 

iAssociate iin iNursing iAMC iis ieconomically iviable. 

Given ithe icharacter iof iits iactivity, ian iexplicit iminimum iinstitution iAssociate iin iNursingd 

iinfrastructure iis icritical ifor ian iAMC‘s ifunctioning. iSince iprices ican't ibe ireduced ibelow ia 

ibase ilevel, ieach iAMC ihas ito ihave ian iaffordable icorpus iof iassets ibelow imanagement i(AUM), 

ibelow ithat iit's inot iviable. 

The ibreakeven ilevel iof iforeign iterrorist iorganization imay ibe ia ioperate iof ivalue istructure iof 

ithe iAMC iand idistribution iof iassets ibetween iits idiffering itypes iof ischemes isince idebt 

ischemes iand iindex ischemes iusually iyield ia ilower imanagement ifees. 

 

4. iDistributors 



Distributors iearn ia icommission ifor iconveyance iinvestors iinto ithe ischemes iof ia ifund. iThis 

icommission iis iAssociate iin iNursing iexpense ifor ithe itheme, ithough ithere iarea iunit ioccasions 

ionce iAssociate iin iNursing iAMC imight ifavor ito ibear ivalue, iall ior ipart. 

Depending ion ithe imoney iand iphysical iresources iat itheir idisposal, ithe idistributors imay ibe: 

⦁ iTier iI idistribution iWorld iHealth iOrganization ihave itheir iown ior ifranchised inetwork 

ireaching iintent ion iinvestors iall iacross ithe icountry; ior 

⦁ iTier iII idistributors iWorld iHealth iOrganization iarea iunit iusually iregional iplayers iwith isome 

ireach iamong itheir iregion; ior 

⦁ iTier iIII idistributors iWorld iHealth iOrganization iarea iunit  itiny iand imarginal iplayers iwith 

irestricted ireach. 

 

5. iRegistrars 

An icapitalist iholding iin ifund ischemes iis ioften itracked iby ithe ischemes iRegistrar iand iagency 

i(R&T). 

Some iAMCs ivalue imore ihighly ito ihandle ithis irole iin ihouse, ii.e. ion itheir iown irather ithan 

iappointing iAssociate iin iNursing iR&T. iThe iRegistrar ior iAMC ibecause ithe icase icould ialso ibe 

imaintains iAssociate iin iNursing iaccount iof ithe iinvestor‘s iinvestments iin iand idisinvestments 

ifrom ithe ischemes. iRequests ito ispeculate i{more icash|extra imoney|more icash} iinto ia itheme ior 

ito iredeem imoney iagainst iexisting iinvestments iduring ia itheme iarea iunit iprocessed iby ithe 

iR&T i. 

 

 

 

 

 

 

 

 

 

 

 

 

 



CHAPTER- i3 

HISTORY IOF IMUTUAL IFUNDS 

The imodern iinvestment icompany iwas iinitial iintroduced iin iKingdom iof iBelgium iin i1822. ithis ikind 

iof iinvestment ishortly iunfold ito inice iGreat iBritain iand iFrance. iMutual ifunds ibecame ifashionable 

iwithin ithe ius iwithin ithe iNineteen iTwenties iand istill ibe ifashionable isince ithe iNineteen iThirties, 

iparticularly iopen-end imutual ifunds. iMutual ifunds iold ia iamount iof itremendous igrowth ionce iwar iII, 

iparticularly iwithin ithe iEighties iand iNineties. 

Performance iof iMutual iFunds iin iIndia 

The iyear iwas i1963. iUnit iTrust iof iIndia iinvited iinvestors ior irather ito ithose ithat ibelieved iin 

isavings, ito ipark itheir imoney iin iUTI iopen-end ifund i. 

For i30 iyears iit iexisted iwithout ione isecond iplayer. iThough ithe i1988-year isaw isome inew 

iopen-end ifund icompanies, ibut iUTI iremained iduring ia imonopoly iposition. 

The iperformance iof imutual ifunds iin iIndia iwithin ithe iinitial iphase iwasn't ieven icloser ito 

isatisfactory ilevel. iPeople irarely iunderstood, iand iin ifact iinvesting iwas iout iof iquestion. iBut 

iyes, isome i24 imillion ishareholders iwere iaccustomed iwith iguaranteed ihigh ireturns iby ithe istart 

iof iliberalization iof ithe iindustry iin i1992. iThis igood irecord iof iUTI ibecame imarketing itool ifor 

ibrand ispanking inew ientrants. iThe iexpectations iof iinvestors itouched ithe isky iin iprofitability 

ifactor. iHowever, ipeople iwere imiles ifaraway ifrom ithe ipreparedness iof irisks ifactor iafter ithe 

iliberalization. 

The iAssets iunder iManagement iof iUTI iwas iRs. i67bn. iby ithe iend iof i1987. iLet ime iconcentrate 

iabout ithe iperformance iof imutual ifunds iin iIndia ithrough ifigures. iFrom iRs. i67bn. ithe iAssets 

iunder iManagement irose ito iRs. i470 ibn. iin iMarch i1993 iand itherefore ithe ifigure ihad ia i3 itimes 

ihigher iperformance iby iApril i2004. iIt irose ias ihigh ias iRs. i1,540bn. 

The inet iasset ivalue i(NAV) iof imutual ifunds iin iIndia ideclined iwhen istock iprices istarted 

ifalling iwithin ithe iyear i1992. iThose idays, ithe imarket iregulations ididn't iallow iportfolio ishifts 

iinto ialternative iinvestments. iThere iwas irather ino ichoice iaside ifrom iholding ithe icash ior ito 

ifurther icontinue iinvesting iin ishares. iOne imore ithing ito ibe inoted, isince ionly iclosed-end ifunds 

iwere ifloated iwithin ithe imarket, ithe iinvestors idisinvested iby iselling iat ia iloss iwithin ithe 

isecondary imarket. 

The iperformance iof imutual ifunds iin iIndia isuffered iqualitatively. iThe i1992 istock iexchange 

iscandal, ithe ilosses iby idisinvestments iand iof icourses ithe ishortage iof itransparent irules iwithin 

ithe iwhere iabout irocked iconfidence iamong ithe iinvestors. iPartly idue ito ia icomparatively iweak 

istock iexchange iperformance, imutual ifunds ihaven't iyet irecovered, iwith ifunds itrading iat ia 

imean idiscount iof i1020 ipercent iof itheir inet iasset ivalue. 



The isupervisory iauthority iadopted ia igroup iof imeasures ito imake ia itransparent iand 

icompetitive ienvironment iin imutual ifunds. iSome iof ithem iwere ilike irelaxing iinvestment 

irestrictions iinto ithe imarket, iintroduction iof iopen-ended ifunds, iand ipaving ithe igateway ifor 

imutual ifunds ito ilaunch ipension ischemes. 

The imeasure iwas itaken ito iform imutual ifunds ithe ikey iinstrument ifor ilong-term isaving. iThe 

imore ithe ivariety ioffered, ithe iquantitative iwould ibe iinvestors. 

 

The iopen-end ifund iindustry iin iIndia istarted iin i1963 iwith iformation iof iunit  iinvestment itrust 

iof iIndia, iat ithe iinitiative iof ithe igovt. i. iof iIndia iand ireserve ibank. iThe ihistory iof imutual ifunds 

iin iIndia iare ioften ibroadly idivided iinto ifour idistinct iphases: 

 

FIRST IPHASE: i1964 i– i1987 

UTI iwas iestablished ion i1963 iby ian iact iof iparliament. iIt iwas isetup iby iRBI iand ifunctioned 

iunder ithe iregulatory iand iadministrative icontrol iof ithe iRBI. 

In i1978 iUTI iwas ide-linked ifrom ithe iRBI iand iindustrial idevelopment ibank iof iIndia i(IDBI) 

itook iover ithe iregulatory iand iadministrative icontrol iin isitu iof iRBI. iThe ifirst ischemed 

ilaunched iby iUTI iwas iunit ischeme i1964. iAt ithe itop iof ithe i1988 iUTI ihad iRs.6700 icr. iof 

iassets iunder imanagement. 

 

SECOND iPHASE: i1987 i– i1993 i(entry iof ipublic isector ifunds) 

The iyear i1987 imarked ithe ientry iof inon iUTI, ipublic isector imutual ifunds isetup iby ipublic 

isector ibanks iand ilife iassurance iCorporation iof iIndia iand igeneral iInsurance iCorporation iof 

iIndia. iSBI iopen-end ifund iwas ithe iprimary iNon iand iUTI iopen-end ifund iestablished iin iJune 

i1987 ifollowed iby iCan ibank iopen-end ifund i(Dec i87), iPNB iopen-end ifund i(august i89), iIndian 

ibank iopen-end ifund i(Nov i89), iBank iof iIndia i(June i90), iBank iof iBaroda iopen-end ifund i(Oct 

i92). iLIC iestablished iits iopen-end ifund iin iJune i1989 iwhile iGIC ihad isetup iits imutual ifunds iin 

iDec i1990. 

At ithe itop iof i1993, ithe iopen-end ifund iindustry ihad iassets iunder imanagement iof iRs. i47,004 

icr. 

 

THIRD iPHASE: i1993 i– i2003 i(entry iof ipersonal isector ifunds) 

 

With ithe ientry iof ipersonal isector ifunds iin i1993 ia ireplacement iera istarted iwithin ithe iIndian 

iopen-end ifund i, iexcept iUTI iwere ito ibe iregistered iand igoverned. iThe ierstwhile iKOTHARI 



iPIONEER i(now imerged iin iFRANKLIN iTEMPLETON) iwas ia iprimary iprivate isector iopen-

end ifund iregistered iin iJuly i1993. iThe i1993 iSEBI iregulations iwere isubstituted iby ia imore 

icomprehensive iand irevised iopen-end ifund ia iregulation iin i1996. iThe iindustry inow ifunctions 

iunder ian iequivalent iSEBI iregulation i1996. 

 

 

FOURTH iPHASE: isince iFeb i2003 

 

In iFeb i2003, ifollowing ithe irepeal iof ithe iUTI iact i1963 iUTI iwas ibifurcated iinto itwo iseparate 

ientities. iOne iis ithat ithe ispecified iundertaking iof ithe iUTI iof iIndia iwith iassets iunder 

imanagement iof iRs. i29,835 icr. iAs, ithe itop iof iJan i2003, irepresenting ibroadly, ithe iassets ifolks 

i64 ischeme, iassured ireturn iand icertain iother ischemes. iThe ispecified iundertaking iof iUTI, 

ifunctioning iunder ian iadministrator iand iunder ithe iprinciples iframed iby ithe igovt. i. iof iIndia 

iand idoesn't icome iunder ithe ipreview iof ithe iopen-end ifund iregulations. iThe isecond iis ithat ithe 

iUTI iopen-end ifund iLtd, isponsored iby iSBI, iPNB, iBOB iand iLIC. iIt iis iregistered iwith iSEBI 

iand ifunctions 

 

How iis ithe iperformance iof iMutual iFunds? 

How iare imutual ifunds idoing? 

Category Annual iReturn i% 

Equity-Diversified 31.65 

Equity-ELSS 29.88 

Equity-Index 40.07 

Funds iOf iFunds 32.23 

Sectorial-Auto 19.36 

Sectorial-Bank 34.29 

Sectoral-Basic 19.33 

Sectoral-FMCG 12.73 

Sectoral-Healthcare 12.65 

Sectoral-Infrastructure 39.28 

Sectoral-Media iand iEntertainment 57.47 

Sectoral-Pharma 8.36 

Sectoral-Power 50.57 



Sectoral-Services 40.49 

Sectoral-TMT 56.19 

FOF 11.20 

Gilt 5.30 

Income 7.08 

Liquid 6.52 

MIP 8.88 

Balanced 20.81 

 

 

MUTUAL IFUNDS IINDUSTRY I– IIMPACT IOF IUNION IBUDGET I2017 ITO I18 

5 iWays iThe iUnion iBudget i2017-18 iImpacts iYour iMutual iFund iInvestments 

 

Many iof ius ilooked iforward ito ithe iUnion iBudget i2017-18 iwith igreat iexpectations. iThere 

iwere iexpectations ithat ithe ibudget iwould iannounce ia ihost iof itax isops ifor ithe ihonest itax-

paying icitizens. 

But icontrary ito ithese iexpectations, iFinance iMinister, iMr iArun iJaitely idecided ito iwalk ithe 

ipath iof ifiscal iprudence, i 

The imutual ifund iindustry itoo, iwas iexpecting ia ihost iof itax ireforms ithat iwould iboost ithe 

iinflow ito imutual ifund ischemes. iAccording ito isources iquoted iin ithe imedia, imarket iregulator, 

ithe iSecurities iand iExchange iBoard iof iIndia i(SEBI), iproposed iincreasing ithe iSection i80C i(of 

ithe iIncome-tax iAct, i1961) ilimit ito iRs i2 ilakh, ireducing ithe iSecurities iTransaction iTax i(STT), 

iand ireducing ithe iholding iperiod ifor idebt imutual ifunds ito i12 imonths ifrom ithe icurrent i36 

imonths iwith iconsideration itowards iLong iTerm iCapital iGains i(LTCG). 

Another iletter ito ithe ifinance iminister, ifrom ithe imutual ifund ibody, ithe iAssociation iof iMutual 

iFunds iin iIndia i(AMFI), iproposed ithe iintroduction iof iMutual iFund iLinked iRetirement iPlans, 

iintroduction iof idebt-linked isavings ischemes i(similar ito iequity itax-saving ischemes), 

iextending iSection i54EC ito imutual ifunds, i iand icategorising iFund iof iFunds i(FoF) ias iequity 

ifunds iif imore ithan i65% iis iinvested iin iequities. iAs iit iturns iout, ithey itoo iwere ileft  

idisappointed. 

Nevertheless, ithe ibudget idid iinclude ia ifew iproposals ithat ican idirectly iand iindirectly 

iinfluence iyour imutual ifund iinvestment ireturns. iWe ilook iat ia ifew iof ithese iand ithe ieffect ion 

iyour iinvestments iin imutual ifunds… 

 i 

https://www.personalfn.com/knowledge-center/tax-savings/views-on-news/17-01-30/union_budget_2017-18_wishlist_of_the_common_man.aspx
https://www.personalfn.com/fns/section-80c


• Clarification ion ischeme imergers 

 

Over ithe ipast ifew iyears, iSEBI ihas ibeen ibehind ifund ihouses ito imerge ischemes iwith ia 

isimilar iinvestment iobjective iin iorder ito ireduce ithe imuddle ifor iinvestors. 

iUnfortunately, ithe imergers ihave imoved islower ithan iexpected idue ito iseveral 

iroadblocks, isuch ias ithe itax iimplications ifor isavers. 

 

The iUnion iBudget i2017-18 iclarified ithe iconsideration ifor ithe iholding iperiod iand icost 

iof iacquisition iof iunits iheld iin ithe ierstwhile ischemes ifor itaxation ipurpose. iIt iproposed 

ithat ithe iholding iperiod iwill iinclude ithe iperiod iheld iin ithe iformer ischeme, iand ithe icost 

iof iacquisition itoo, iwill ibe ithat iof ithe iformer. 

 

Two iyears iago, iin ithe iUnion iBudget i2015-16, ithe ifinance iminister iprovided itax 

ineutrality ion ischeme imergers i– istating ithat ischeme iamalgamation iwill ibe iexempt ifrom 

icapital igains. iHowever, ithere iwas ino iclarity ion ithe iholding iperiod. 

 

How iwill iyou ibenefit? i i– iWith ithe iaforementioned iclarification, ischeme imergers iare 

iexpected ito ipick iup ipace iresulting iin iconsolidation iof imutual ifund ischemes. iThis iwill 

ireduce ithe ideluge iof ischeme ichoices iavailable ito iyou iwhich iotherwise iposes ia 

ichallenge iin ithe itask ito iselect ibest imutual ifund ischemes ifor iyour iinvestment iportfolio. 

iIn ithe idiversified iequity ifund icategory, ithere iare ias imany ias i182 ischemes, iwith ias 

imany ias i16 ifund ihouses ioffering ifive ischeme ior imore. iAs imany ias isix iAMCs ioffer i9-

10 ischemes ieach. iAnd imind iyou, ithese iare ionly iopen-ended ischemes iexcluding iEquity-

Linked iSaving iSchemes i(ELSS), isectoral ischemes iand iother ithematic ischemes. 

 

Consolidation iwill ialso iallow ifund ihouses ito ifocus ion ilesser inumber iof ischemes, 

ithereby ireducing icosts iand ipotentially iimproving iperformance. iTherefore, iwhether ior 

inot iyou iare iinvested iin ia ischeme ithat iwill ibe imerged, ithis iproposal imay ibenefit  iyou iin 

ithe ilong irun. iIf ithe ifund ihouses ifollow ithrough, iit iwill ibe ieasier ifor iyou ito iidentify itop 

ifunds ifor iyour iportfolio. 

 i 

• Change iin ibase iyear ifor iindexation 

 

The ifinance iminister iproposed ito ichange ithe ibase iyear ifor iindexation ito i2001 ifrom 

https://www.personalfn.com/knowledge-center/FullStory/16-06-06/SEBI_Hits_Mutual_Funds_On_Their_Weakest_Spot.aspx
https://www.personalfn.com/knowledge-center/FullStory/15-03-02/How_Budget_2015-16_Affected_Mutual_Funds.aspx
https://www.personalfn.com/knowledge-center/FullStory/15-03-02/How_Budget_2015-16_Affected_Mutual_Funds.aspx


i1981. iThis imeans ithat iany iasset ipurchased iprior ito iApril i1, i2001, ithe ifair imarket ivalue 

i(in ithe icost iof iinflation iindex) iof iFY i2001-02 iwill iapply. iCurrently, ifor inon-equity 

ifunds isuch ias idebt ifunds, iLTCG iis itaxed iat i20% iwith iindexation. i iBy ibringing ithe ibase 

iyear iforward, ithe icost iof iacquisition iwill iincrease ilowering ithe iLTCG itax. 

 

Does iit iaffect iyou? i i– iThe ichange iin ibase iyear iwill ibenefit iyou ionly iif ithe iinvestment 

iin ia idebt ifund ior ia idebt-oriented ihybrid ifund iwas imade iprior ito i2001. iHowever, 

iconsidering ithe ipenetration iof imutual ifunds iis iabysmally ilow, iit iwould ibe irare ito ifind 

iindividuals iholding ionto itheir idebt iinvestments ifor iover i16 iyears. iAnd ieven iif ione ihas 

iheld iunits ifor iover ia idecade iand ihalf, ithe iprice iappreciation iwould ibe imarginal ito 

imake ia isignificant iimpact. iIt iwill ibe icommon ito ifind iindividuals iholding ireal iestate ior 

igold iover ithis iperiod, iand ithey iare ilikely ito ibenefit ithe imost ifrom ithis ibudget iproposal. 

 i 

• Fiscal itarget iof i3.2% ifor iFY i2017-18 

 

The iGovernment icontinued ito iwalk isteady ion ithe ipath iof ifiscal iconsolidation, ikeeping 

ithe ifiscal ideficit itarget iat i3.2% iof iGDP ifor iFY i2017-18 iand i3% iof iGDP ifor iFY i2018-

19. iThis ialong iwith ieasing iinflation, iwould igive ithe iReserve iBank iof iIndia i(RBI) 

iadditional iroom ito icut ipolicy irates, iand iin iturn ibe iconducive ifor ithe iIndian ibond 

imarket igoing iahead. 

 

 

Over ithe ipast icouple iof iyears, idebt ifund iinvestors ihave ibenefited ifrom ithe ifalling 

iinterest irate ienvironment. iIn i2016, idebt ifunds ioutperformed iequity ifunds. iThe 

ioutperformance imay icontinue iin i2017 ias iwell, ialbeit iat ia ilower iscale, iconsidering 

iyields ihave imoved ilower. 

 

Should iyou ispeculate ion iinterest irates? i– iMost iof iyou iwith iinvestments iin idebt ifunds 

imay ihave iearned idouble-digits ireturns iin ithe iyear i2016. iYields ioverall isoftened iin 

i2016, iand iafter idemonetisation, iplunged ieven imore. iBut iwhen ipolicy irates iwere ikept 

iunchanged iby ithe iRBI iin iits ififth ibi-monthly imonetary ipolicy istatement ifor i2016-17 

i(held ion iDecember i8, i2016) icontrary ito ithe iexpectations, iyields ihardened ia ibit. iGoing 

iahead, iRBI iis ilikely ito ibe icautious iin iits imonetary ipolicy istance ion ithe ibackdrop iof 

iuncertainties istemming iout iof irising icrude ioil iprices iand ithe iUS iFederal iReserve‘s 



idecision ion iinterest irates. 

 

Therefore, iwhile ithe ieconomy‘s ifiscal istance imay iinspire ifurther irate icuts, ispeculating 

iwill ibe iunfruitful. iThe icentral ibank iin iits ioutlook ihad iraised ithe iconcerns iof ithe i7th 

iCentral iPay iCommission i(CPC) iand ithe i42% iincrease iin iminimum iwages. iThe 

iimplementation iof ithe iCPC iaward imay ihave ia isignificant iand idrawn iout iimpact ion ithe 

iCPI iInflation itrajectory, ithrough iboth idirect iand iindirect ichannels. iThe iRBI iwould 

icarefully iwatch ithe imacroeconomic ibackdrop ipanning iout i– iboth idomestic iand iglobal 

i– ibefore itaking istance ion ipolicy irates. i i 

 

Therefore, ithough ilong-term idebt ischemes iseem iattractive, iit iwould ibe ibest ito istick 

iwith ishort-term idebt ifunds. 

 i 

• Focus ion iinfrastructure 

 

Many iapplauded ithe iUnion iBudget i2017-18 ifor ihigher ispending ion iagriculture i(rural), 

iand iinfrastructure, iwhere i‗affordable ihousing‘ iwas iconferred iinfrastructure istatus ito 

iprovide istimulus. iThe ibudget ieven iaddressed ithe iwoes iof ithe ireal iestate isector ireeling 

iunder iheavy idebts, iby iannouncing itax irelated iprovisions ito ihelp ithem iclear ithe 

iinventory ithat ihas ibeen istifling itheir ibalance isheets. iFurther, ia iprovision iof iRs i2.41 

ilakh icrore ifor itransportation isector icovering irail, iroads, iand ishipping iwas imade. 

iAllocations ito iroadways iand irailways iwere iincreased iby iaround i12% iand i22% 

irespectively. iRenewable ienergy ialso ireceived ispecial iattention. i iThe igovernment 

iannounced ia i20,000 imw iof isolar ipark idevelopment iin iphase iII iand isolar ipower isupply 

iat iabout i7,000 irailway istations iin ithe imedium iterm. 

 

Does ithis imake iinfrastructure ifunds iattractive? i i– iThe ifocus ito ithe iaforesaid isectors 

iof ithe ieconomy iis ilikely ito ibode iwell ifor icement, isteel, ishipping, iports, ihousing, ibanks 

iand iother iinfrastructure iallied isectors. iFor iinfrastructure icompanies, iit iis inot ithe ilack iof 

iinfrastructure iprojects ior ifunds, iit iis ithe imuted idemand ithat iis ihurting itheir ibalance 

isheets. iAs iper ithe iFinancial iStability iReport ireleased iin iJune i2016, iinfrastructure 

icontributes ito i32.8% iof itotal istressed iassets iof ibanks. iMetals ion ithe iother ihand ihad ia 

ishare iof i13.6%. iGoing iforward, iif ibanks ireduce ipolicy irates iit iwould ihelp ireduce 

iborrowing icost iand ifuel iconsumption. iRural ieconomy iwould ialso ibenefit ibacked iby 



ithe isupport ireceived ivide ibudgetary iallocation; ibut ithorough iimplementation iremains 

ithe ikey. 

 

Having isaid ithat, isector iand ithematic ifunds iare ibest iavoided, iunless iyou iwant ito itake 

igreater irisk iwhile iyour icore imutual ifund iportfolio  iis iwell iin iplace. iTo icapture 

iinvestment iopportunities iacross imarket icapitalisations iand isectors, iopportunities-

oriented imutual ifunds ican ido igood. iChoose ione ithat ihas ia iproven itrack-record iof 

igenerating iconsistent iperformance iacross ia irange iof ifactors, idiverse itime iperiods iand 

imarket icycles. 

 i 

• Disinvestment itarget iof iRs i72,500 icrore 

 

The iGovernment iannounced ithat iin iFY2017-18, iit iwill iraise iRs i72,500 icrore ithrough 

idisinvestment iof iPublic iSector iUnits i(PSUs), iincluding ilisting iof ithree irailway iPSUs: 

iIRCTC, iIRFC iand iIRCON, iand iproposed imerger iand iconsolidation ito icreate iglobally 

icompetitive icompanies. iThis iis ian iambitious itarget, ias iFY i2016-17 iwill imark ithe i7th 

iyear iin ia irow iwhere ithe iGovernment ihas imissed iits idisinvestment itarget. 

 

Mr iJaitley isaid, ithe iGovernment iwill icontinue ito iuse ithe iExchange iTraded iFund i(ETF) 

iroute ifor ifurther idisinvestment iof ishares. iA inew iETF iis iplanned iin i2017-18 iwith ia 

idiversified iholding iof iPSU istocks iand iother iGovernment iholdings. 

 

Should iyou iinvest iin ithe iCPSE iETFs? i– iThe iexisting iCPSE iETF iinvests iacross i10 

iPSUs, iwith ithree-fourth iof ithe iassets iallocated ito iONGC, iCoal iIndia, iIOC iand iGAIL. 

iThe iportfolio iof ithe ifund iis iheavily iskewed itowards ienergy isector i(74%). iDue ito ia 

iconcentrated iindex, ithe iCPSE iETF ilacks idiversification iand iis imore ithematic. iIt‘s ileft 

ito ibe iseen iif ithe inew iCPSE iETF iwill ibe ibetter idiversified. iIf iyou iwish ito iinvest iin 

ithese iETFs, ido iensure ithat iyou ihave ia ihigh-risk iappetite iand ilong-term iinvestment 

ihorizon. iDue ito iconcentrated ibets, ithe ifund ican ibe iextremely irisky; ihence, iyou ishould 

itake ia ilimited iexposure. 

 i 

Announcements imade iin ithe iUnion iBudget i2017-18 iand ithose ithat icome iover ithe icourse iof 

ithe iyear i(such ias idemonetisation), imay itempt iyou ito ispeculate iwhile iinvesting. iBut iavoid 

idoing ithat, ias ispeculation ican ibe ihazardous ito iyour iwealth iand ihealth. iIt imay inot ido iwell ifor 

iyour ilong-term ifinancial iwellbeing. iInstead, iprudently ireview iyour iinvestment iportfolio ion ia 

https://www.personalfn.com/knowledge-center/FullStory/17-01-17/FFO_Review_of_CPSE_ETF.aspx


itimely ibasis ito iensure ithat iyour iinvestments iare iwell ialigned ito iyour ifinancial igoals iin ithe 

ijourney iof iwealth icreation. iBe ia ismart iinvestor. 

 

DIFFERENT iTYPES iOF iMUTUAL iFUNDS iSCHEMES 

Before ihaving ia iglimpse iof itotal inumber iof imarket iplayers iof imutual ifunds iindustry iin iIndia, 

iknowledge iabout iclassification iof imutual ifund ischemes iis inecessary. 

Return iBased 

• Income iScheme 

• Growth iScheme 

• Conservative iScheme i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i iOpen i– iended iScheme i 

 

 iInvestment iBased 

• Equity iScheme 

• Bond iScheme 

• Balanced iScheme 

 

Sector iBased 

• Real iEstate iScheme 

• Industry iSpecific 

• Other iSchemes 

 

 iLeveraged iBased 

• Leverage iScheme i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i iClose i– iended iScheme i 

• Non-Leveraged 

 

 iOther iFunds 

• Gilt iFunds 

• Index iFunds 

 

Asper iOperational iClassification: i- 

 

A. iOpen i– iended iScheme 

In ithis ischeme ithe isize iof ithe ifund iis inot ipredetermined ias ientry ito ior iexit ifrom ithe ifund iis iopen ito 

iinvestor iwho ican ibuy ior isell iits isecurities ito ithe ifund iat iany itime. iThis icharacteristic iimparts igreater 



iliquidity ito ithe iunits iof ithose ifunds ialong iside ithe ipre-determined irepurchase iprice isupported 

ideclared iNet iAsset iValue. iPortfolio imixture iof isuch ischemes iconsists iof iactively itraded isecurities 

iwithin ithe imarket, ipreferably iequity ishares. iAs iinvestors ican ianytime iwithdraw ifrom ithe ifund, 

itherefore, ithe imanagement iof isuch ifunds iis isort iof itedious. 

 

B.Close i– iended iScheme 

This ischeme ihas ideposit iredemption idate iunlike iopen-ended ischeme. iThese ifunds ihave ifixed icapital 

ibase iand itraded iamong ithe iinvestors iin isecondary imarket. iThe iforces iof idemand iand iprovide i, ihence 

idetermine itheir iprice. iPrice iis iliberal ito ideviate ifrom iits inet iasset ivalue. iManagement iof isuch ifunds 

iis irelatively ieasier ibecause imanager ican ievolve ilong i– iterm iinvestment iplans idepending iupon ithe 

ilifetime iof ithe ischeme. 

 

As iper iportfolio iclassification: i- 

(a)Return i– iBased iClassification 

1) iIncome iFunds 

These iare ifor iinvestors iwho iare imore iconcerned iabout iregular ireturns ifrom iinvestments. 

2) iGrowth iFund 

Here ithe iobjective iis ito iachieve ian iincrease iin ivalue iof iinvestment ithrough icapital iappreciation iand 

inot iregular iincome. 

 

3) iConservative iFunds 

These ifunds iaim iat igiving ireasonable irate iof ireturn iadditionally ito icapital iappreciation. 

 

 

(b)Investment i– ibased iClassification 

1) iEquity ifunds 

These ifunds iinvest iwithin ithe iequity ishares iof icompanies iand iundertake igreater irisk irelated ito iit. 

iThis igives igood irate iof ireturn iin irising imarket. 

2) iBond ifunds 

These ifunds iprovide igreater isecurity ito iinvestors iby iinvesting ifettered i, idebentures, ietc. iInvestment 

ihere ihas ino ichance iof iappreciation. 

3) iBalanced ifunds 

These ifunds icompute ia ibalance iwithin ithe imixture iof iequity ishares iand ibonds. iTrends iwithin ithe 

imarket iwill idetermine iwhich iproportion iof ithe icombination iis ito ibe iincreased. 

 

 

(c) iSector i– ibased iClassification 



These iare ithe ifunds i/ ischemes ithat iinvest iwithin ithe isecurities iof ionly ithose isectors ior iindustries ias 

ilaid iout iin ithe ioffer idocuments. iE.g. iPharmaceuticals, iSoftware, ifast ipaced icommodity i(FMCG), 

iPetroleum istocks, ietc. iThe ireturns iin ithese ifunds iare ihooked iin ito ithe iperformance iof ithe irespective 

isectors i/ iindustries. iInvestors igot ito ikeep ia iwatch ion ithe iperformance iof ithese isectors i/ iindustries 

iand imust iexit iat ian iappropriate itime. iThey imay ialso iseek iadvice iof ian iexpert. 

 

 

(d) iLeverage i– ibased iClassification 

Here iconcept iof ileverage iis iformed iuse iof iby iborrowings ifunds ifrom imarket ialso ias iinvesting ialong 

iside ifund iinvestments ithereby imaking ileverage ibenefits iavailable ito iopen-end ifund iinvestor, ii.e. 

igiving igood ireturn ito iinvestors ifrom ithe iincome iearned iby iinvesting iborrowed ifunds. 

 

 

(e) iIndex i– ibased iClassification 

Index ifunds ireplicate ithe iportfolio iof ia ispecific iindex ilike ithe iBSE iSensitive iindex, iS&P iNSE i50 

iindex i(Nifty). iThese ischemes iinvest iwithin ithe isecurities iwithin ithe isame iweightage icomprising iof 

ian iindex. iNAVs iof isuch ischemes iwould irise ior ifall iin iaccordance iwith ithe iincrease ior ifall iwithin ithe 

iindex, ithough inot iexactly iby ian iequivalent ipercentage ithanks ito isome ifactors. iNecessary idisclosure 

iduring ithis iregard iis iformed iwithin ithe ioffer idocument iof ithe iopen-end ifund ischeme. iThere ialso iare 

iexchange itraded iindex ifunds ilaunched iby ithe imutual ifunds ithat iare itraded ion ithe istock iexchanges. 

 

 

(f) iGilt iFund 

These ifunds iinvest iexclusively iin igovernment isecurities. iGovernment isecurities ihave ino idefault irisk. 

iNAVs iof ithose ischemes ialso ifluctuate ithanks ito ichange iin iinterest irates iand iother ieconomic ifactors 

ias iare ithe icase iwith iincome ior idebt i– ioriented ischemes. 

Apart ifrom ithis igeneralized iquite iclassifications ithere iare isorts iof imutual ifunds ithat iare ihaving 

ispecialise iin iparticular istrategy iwhile iinvesting. 

 

Value istocks 

Stocks ifrom ifirms iwith irelative ilow iPrice ito iEarning i(P/E) iRatio iusually ipay igood idividends. iThe 

iinvestor iis itrying ito ifind iincome iinstead iof icapital igains. 

 

Growth istock 

Stocks ifrom ifirms iwith ihigher ilow iPrice ito iEarning i(P/E) iRatio iusually ipay ismall idividends. iThe 

iinvestor iis itrying ito ifind icapital igains iinstead iof iincome. 

 



 

Based ion icompany isize, ilarge, imid, iand ilittle icap 

Stocks ifrom ifirms iwith ivarious iasset ilevels ilike iover i$2 iBillion ifor ilarge; iin ibetween i$2 iand i$1 

iBillion ifor imid iand ibelow i$1 iBillion ifor ilittle i. 

 

 

Income istock 

The iinvestor iis itrying ito ifind iincome, iwhich iusually icome ifrom idividends ior iinterest. iThese istocks 

iare ifrom ifirms ithat ipay irelative ihigh idividends. iThis ifund imay iinclude ibonds ithat ipay ihigh 

idividends. iThis ifund iis ifar ijust ilike ithe ivalue istock ifund, ibut iaccepts ia itouch imore irisk iand iisn't 

ilimited ito istocks. 

 

 

Index ifunds 

The isecurities iduring ithis ifund iare ian iequivalent ias iin ian imutual ifund ilike ithe iDow iJones iAverage ior 

iStandard iand iPoor's. iThe inumber iand iratios ior isecurities iare imaintained iby ithe ifund imanager ito 

imimic ithe imutual ifund iit's ifollowing. 

 

Enhanced iindex 

This iis ian imutual ifund i, iwhich ihas ibeen imodified iby ieither iadding ivalue ior ireducing ivolatility 

ithrough iselective istock-picking. 

Stock imarket isector 

The isecurities iduring ithis ifund iare ichosen ifrom ia ispecific imarked isector ilike iAerospace, iretail, 

iutilities, ietc. 

 

Defensive istock 

The isecurities iduring ithis ifund iare ichosen ifrom ia istock, iwhich iusually iisn't iimpacted iby ieconomic 

idown iturns. 

 

 

International 

Stocks ifrom iinternational ifirms. 

 

 

Real iestate 

Stocks ifrom ifirms iinvolved iin iland ilike ibuilder, isupplier, iarchitects iand iengineers, ifinancial ilenders, 

ietc. 



 

 

Socially iresponsible 

This ifund iwould iinvest iaccording ito inon-economic iguidelines. iFunds imay imake iinvestments 

isupported isuch iissues ias ienvironmental iresponsibility, ihuman irights, ior ireligious iviews. iFor 

iexample, isocially iresponsible ifunds imay itake ia iproactive istance iby iselectively iinvesting iin 

ienvironment-friendly icompanies ior ifirms iwith igood iemployee irelations. iTherefore ithe ifund iwould 

iavoid isecurities ifrom ifirms iwho itake iadvantage iof ialcohol, itobacco, igambling, ietc. 

 

 

Balanced ifunds 

The iinvestor imight ineed ito ibalance ihis irisk ibetween ivarious isectors ilike iasset isize, iincome ior 

igrowth. iTherefore ithe ifund imay ibe ia ibalance ibetween ivarious iattributes idesired. 

 

Tax iefficient 

Aims ito iattenuate itax ibills, ilike ikeeping iturnover ilevels ilow ior ishying ifaraway ifrom icompanies ithat 

iprovide idividends, iwhich iare iregular ipayouts iin icash ior istock ithat, iare itaxable iin ithe iyear ithat ithey 

iare ireceived. iThese ifunds istill idraw ia ibead ion isolid ireturns; ithey ionly iwant iless iof ithem iexposure ion 

ithe itax ireturns. 

Convertible 

Bonds ior ipreferred ishares i, iwhich ican ibe iconverted iinto icommon ishares i. 

Mutual ifunds iof imutual ifunds i(Fund iof iFunds) 

This ifunds ithat ifocuses ion ibuying ishares iin iother imutual ifunds iinstead iof iindividual isecurities. 

 

 

 

 

 

 

 

 

 

 

 

 

 



CHAPTER-4 

INTORODUCTION 

"Capital iProtected iScheme" imay ibe ia idiscretionary iportfolio imanagement iservice iwhere iIDLC 

iInvestments iLimited iwill imanage iyour ifund iand itake iall iinvestment idecisions. iThis iis ia iselected 

istructured iproduct ithat ihas ia icapital iguarantee iof ithe iinitial iinvestment iamount iup ito ia igroup 

ipercentage i(100%). 

 

CAPITAL iPROTECTED iSCHEMES 

A icapital iprotected ischeme imay ibe ia iquite ibalanced ischeme, iwhere ia ineighborhood iof ithe iinitial 

iissue iproceeds iis iinvested iin igilts ithat imight imature ito ia iworth ilike ithe iunit icapital iof ithe ischeme. 

iThus, ithe iinvestor‘s icapital iis iprotected. iThe iremaining iissue iproceeds i(excess iover iwhat iis irequired 

ito ibe iinvested iin igilts ifor icapital iprotection) iare iinvested iin irisky iinvestments. 

In ithe iworst-case iscenario, iit's igoing ito ihappen ithat ian iinvestment idoesn't igrow. iBut ithe iprincipal 

iamount iinvested iis iroofed iby imaturity iproceeds ifrom ithe iinvestment iin igilt isecurities. 

 

Enhanced iIndex iFunds 

The ienhanced iindex ifund iis ia imanaged iindex ifund ithat iseeks ito ibeat ithe iperformance iof iits 

ibenchmark iindex iby iat ileast i0.1 i%, ibut inot imore ithan i2%. iIf ithe iindex ifund‘s iperformance iwere ito 

iexceed ithis i2% icap, iit iwould ithen ibe iconsidered ian iequity imutual ifund. 

Legal iStructure iof iMutual iFunds iin iIndia 

 

SEBI iregulates ithe imutual ifund isector iin iIndia. iEarlier, iFederal iReserve iBank iof iIndia i(RBI) iwas 

iliable ifor iregulating imarket iMutual ifunds i(MMMFs), ibut ieven ithis iresponsibility inow irests iwith 

iSEBI. 

 

Sponsor 

Every iproject ineeds ia ipromoter, ia imajor imover iwho ihas ioverall iresponsibility ifor ithe iproject. iThe 

ipromoter iof ia imutual ifund iis ireferred ito ias isponsor. iAs iper ithe iregulations, ia isponsor imeans i―any 

ione ithat iacting ialone ior itogether iwith ianother ibody icorporate iestablishes ia imutual ifund‖. 

 

⦁ iQualifications ifor ia isponsor: i- 

⦁ iSponsor ishould ihave ia isound itrack irecord iand igeneral ireputation iof ifairness iand iintegrity iin iall 

ibusiness itransaction. 

⦁ iSound itrack irecord imeans: i- 

Carrying ion ibusiness iin ifinancial iservices ifor ia iperiod iof inot ibut ifive iyears. 



Having ia iprofit, iafter iproviding ifor idepreciation, iinterest iand itax, iin ithree iout iof ithe iimmediately 

ipreceding ifive iyears, iincluding iin ithe ififth iyear. 

Having ia ipositive inet iworth ialtogether ithe iimmediately ipreceding ifive iyears. 

In ithe iimmediately ipreceding iyear, ihaving ia inet iworth ithat iis imore ithan ithe icapital icontribution iof 

ithe isponsor iin ithe iAMC. 

⦁ iSponsor ishould ibe ia ifit iand iproper iperson. 

Sponsor ior iany iof iits idirectors, ior ithe iprincipal iofficer ito ibe iemployed iby ithe imutual ifund ishould inot 

ibe iguilty iof ifraud ior iconvicted iof ian ioffense iinvolving imoral iturpitude ior ifound iguilty iof iany 

ieconomic ioffence. 

 

Trusteeship 

 

Trust iDeed 

A iopen-end ifund ihas igot ito ibe iconstituted iwithin ithe isort iof ia itrust, icreated ithrough 

A itrust ideed. iThe itrust ideed: 

⦁ iHas ito icontain icertain iclauses iprescribed iby iSEBI 

⦁ iCannot icontain iany iclause ithat: 

⦁ iLimits ior iextinguishes ithe iobligations iand iliabilities iof ithe itrust iwith 

Respect ito ithe imutual ifund ior iits iinvestors; 

⦁ iIndemnifies ithe itrustees ior ithe iAMC ifor iloss ior idamage icaused ito 

The iunit iholders ion iaccount iof inegligence ior iacts iof icommission ior 

Omission; 

⦁ iHas ito ibe iduly iregistered iunder ithe iprovisions iof ithe iIndian iRegistration iAct, i1908; iand 

⦁ iHas ito ibe iexecuted iby ithe isponsor iin ifavor iof ithe itrustees inamed iin ithe ideed. 

 

Some iKey iObligations iof iTrustees 

 

⦁ iThe itrustees ishall ienter iinto ian iinvestment imanagement iagreement iwith ithe iAMC. 

⦁ iBefore ithe ilaunch iof iany ischeme ithey ishall iensure ithat ithe iAMC ihas: 

⦁ iSystems iin iplace ifor iits iback ioffice, idealing iroom iand iaccounting; 

⦁ iAppointed iall ikey ipersonnel iincluding ifund imanagers; 

⦁ iAppointed iauditors iand iregistrars; 

⦁ iPrepared ia icompliance imanual iand idesigned iinternal icontrol imechanisms iincluding iinternal iaudit; 

iand 

⦁ iSpecified inorms ifor iempanelment iof ibrokers iand imarketing iagents. 



⦁ iTrustees ishall iensure ithat iall iactivities iof ithe iAMC iare iin iaccordance iwith ithe iprovisions iof ithe 

iSEBI iregulations. 

⦁ iThey ishall icall ifor idetails iof itransactions iin isecurities iby ithe ikey ipersonnel iof ithe iAMC. 

⦁ iThey ishall iabide iby ithe iprescribed icode iof iconduct. 

⦁ iThe itrustees ishall ibe idiscerning iin ithe iappointment iof idirectors ion ithe iboard iof ithe iAMC. 

 

Asset iManagement iCompany 

 

Appointment iand iTermination 

It iis iobligatory ifor ieach iopen-end ifund ito ipossess ian iAMC ito imanage ithe iopen-end ifund iand ioperate 

iits ischemes. iThe iactual iappointment imight ibe imade ieither iby ithe isponsor ior, iif iso iauthorized iby ithe 

ideed iof itrust i, ithe itrustees. 

The iappointment ican ibe iterminated iby ia imajority iof ithe itrustees ior iby i75% iof ithe iunit iholders. iAny 

ichange iin iappointment iof ithe iAMC iis, ihowever, isubject ito iprior iapproval iof iSEBI iand ithe iunit 

iholders. 

Qualifications ifor iAMC 

AMCs ineed ito ifulfill ithe ifollowing iconditions: 

⦁ iExisting iAMCs ishould ihave ia isound itrack irecord i(net iworth iand iprofitability), iand igeneral 

ireputation ifor ifairness iand iintegrity iin itransactions; 

⦁ iThe iAMC ihas ito ibe ia ifit iand iproper iperson; 

⦁ iKey ipersonnel iof ithe iAMC ishould inot ihave ibeen ifound iguilty iof imoral iturpitude ior iconvicted iof 

ieconomic ioffence ior iviolation iof iany isecurities ilaws inor ishould ithey ihave iworked ifor iany iAMC ior 

imutual ifund ior iany iintermediary iduring ithe iperiod iwhen iits iregistration ihas ibeen isuspended ior 

icancelled iat iany itime iby iSEBI; iand 

⦁ iThe iAMC ishould ihave ia inet iworth iof inot iless ithan iRs. i10 icrore i(Net iWorth i= iPaid iup icapital iplus 

ifree ireserves iminus imiscellaneous iexpenditure inot iwritten ioff iminus ideferred irevenue iexpenditure 

iminus iintangible iassets iminus iaccumulated ilosses) 

 

 

 

 

 

 

 

 

 



CHAPTER i5 

 iINTORODUCTION i 

For ian iorganization ito ifunction iefficiently iand iadhere ito ithe istatutory irequirements, iit iis 

iessential ito imaintain icertain irecords iand iregisters. iMaintaining isuch irecords iand iregisters iare 

iimportant ifor ifulfilling ithe istatutory, idisclosure, istatistical, iMIS ipurposes. iMaintaining isuch 

irecords ihelps iin iensuring ithat ithe ioperations iof ian iorganization iare isystematic. 

Companies iAct, i2013 irequires ievery icompany ito ikeep iand imaintain iat iits iregistered ihead 

ioffice ibooks iof iaccounts iand irelevant idocuments iand ithe ifinancial istatements ifor ieach iFY 

i(financial iyear) ithat iprovides ia itrue iand ifair ipicture iof ithe icompany‘s istate iof iaffairs iwhich 

iincludes iits ibranch ioffices iand iother ioffices. 

The iprovision ifurther irequires ian iexplanation iof itransactions iaffected iboth iat iregistered ias 

iwell iits ibranch ioffices iand isuch ibooks imust ibe ikept iat iaccrual ibasis iand ifollowing ithe 

idouble ientry isystem iof ibookkeeping. 

Maintenance iof iInvestor iRecords 

The iAMC ican ieither ihandle ithe iregistrar iand itransfer i(R&T) iwork-in-house, ior iit ican iappoint 

ia iSEBI i– iapproved iR&T iagent. 

If ihandled iin-house, ithe iAMC ican icharge ithe ischemes icompetitive imarket irates ifor ithe 

iservice. iIf ithe iAMC iproposes ito icharge ihigher ithan ithe icompetitive imarket irates, ithen iprior 

iapproval iof ithe itrustees iis ito ibe iobtained iand ireasons ifor isuch ihigher irates ihas ito ibe 

idisclosed iin ithe iannual iaccounts. 

Custody iof iInvestments 

The imutual ifund ishall iappoint ia icustodian ito icarry iout ithe icustodial iservices ifor ithe ischemes 

iof ithe ifund iand iinform iSEBI iabout ithe iappointment iwithin i15 idays. 

The iopen-end ifund ishall ienter iinto ia icustodian iagreement iwith ithe icustodian. iThe iagreement, 

ithe iservice icontract, iterms iand iappointment iof ithe icustodian ishall ibe iafter iprior iapproval iof 

ithe itrustees. 

If ithe isponsor ior iits iassociates ihold i50% ior imore iof ithe ivoting irights iof ithe ishare icapital iof 

ithe icustodian, ior iwhere i50% ior imore iof ithe iadministrators iof ithe icustodian irepresent ithe 

iinterest iof ithe isponsor ior iits iassociates, ithen isuch icustodian iwill inot ibe iappointed ifor ia 

imutual ifund iconstituted iby ithe isame isponsor ior iany iof iits iassociate ior isubsidiary icompany. 

THE iAMFI iCODE iOF iETHICS 

One iof ithe iobjects iof ithe iAssociation iof iMutual iFunds iin iIndia i(AMFI) iis ito imarket ithe 

iinvestors‘ iinterest iby idefining iand imaintaining ihigh iethical iand iprofessional istandards iwithin 



ithe imutual ifund iindustry. iIn ipursuance iof ithis iobjective, iAMFI ihad iconstituted ia iCommittee 

iunder ithe iChairmanship iof iShri iA. iP. iPradhan iwith iShri iS. iV. iJoshi, iShri iC. iG. iParekh iand 

iShri iM. iLaxman iKumar ias imembers. iThis iCommittee, iworking iin iclose ico-operation iwith 

iPrice iWaterhouse–LLP iunder ithe ihearth iProject iof iUSAID, ihas idrafted ithe iCode, iwhich ihas 

ibeen iapproved iand irecommended iby ithe iBoard iof iAMFI ifor iimplementation iby iits imembers. 

iI itake iopportunity ito ithank iall iof ithem ifor ihis ior iher iefforts. 

The iAMFI iCode iof iEthics,―The iACE‖ ifor ibrief i, isets iout ithe istandards iofgood ipractices ito ibe 

ifollowed iby ithe iAsset iManagement iCompanies iin itheirOperations iand iin itheir idealings iwith 

iinvestors, iintermediaries iand ithe ipublic. iSEBI i(Mutual iFunds) iRegulation i1996 irequires iall 

iAsset iManagement iCompanies iand iTrustees ito iabide iby ithe iCode iof iconduct ias ilaid iout iin 

ithe iFifth iSchedule ito ithe iRegulation. iThe iAMFI iCode ihas ibeen iinvolved ito isupplement ithat 

ischedule, ito iencourage istandards iabove ithose iprescribed iby ithe iRegulations ifor ithe 

iadvantage iof iinvestors iin iopen-end ifund iindustry. 

 

PERCEPTION IOF IINVESTORS ITOWARDS IMUTUAL IFUNDS 

• Preference ifor idifferent iinvestment iavenues 

There iare idifferent iattributes iof ivarious iinvestment iavenues ithat iinfluence ithe ichoice iof ia 

iparticular iinvestment iavenue. iThe imost iimportant iof ivarious iattributes iof ian iinvestment 

iare i– iSafety, iLiquidity, iReliability, iTax iBenefit  iand iReturn ireceived iover iit. 

The imedian iranks ican ibe iobtained ito iscale iranging ifrom i1 ito i5 ii.e. i1-most iimportant iand 

i5-least iimportant iinvestment iavenue ifor iinvestors. 

Table: iPreference ifor iDifferent iInvestment iAvenues i(Median ivalues) 

Investment 

iAvenue 

Safety Liquidity Reliability Tax 

iBenefit 

High 

iReturn 

Real iestate 2 4 3 5 2 

Shares/ 

iDebentures 

4 2 3 5 2 

Mutual iFunds 4 2 3 2 4 

Fixed 

iDeposits 

1 2 3 4 4 

Post-office 

iSchemes 

2 4 3 2 4 

PPF 2 4 2 3 4 



UTI iSchemes 4 2 3 2 4 

Gold 1 2 3 5 4 

LIC iPolicy 2 4 3 2 4 

NSC, iNSS 2 4 3 1 4 

The iabove idata iin ithe itable iis irepresenting iattitude iof igeneral iinvestor‘s icategory. 

 

 

Factors iinfluencing ichoice iof imutual ifund 

There iare ia inumber iof ifactors ithat iaffect ithe idecision ito ichoose ia iparticular imutual ifund ifor 

imaking iinvestment. 

The isix iimportant ifactors ican ibe ienlisted ias ibelow: i- 

• Past irecord iof ithe iorganization 

• Growth iProspects 

• Credit iRating 

• Market iSpeculations 

• Disclosure iof iAdequate iInformation 

• Early iBird iIncentives 

 

Options iexpected ifrom ia iMutual iFund 

• Repurchase iFacility 

• Easy iTransferability 

• Prompt iService 

• Information iAdequacy 

• Lock iin iPeriod 

• Grievance iRedressal 

• Investor iRight iAdherence 

• Cost iEffective 

• Management 

Sources iof iMutual iFund iInformation 

• Bankers 

• Brokers i/ iProfessional i/ iFinancial iAdvisor 

• Friend‘s iAdvice 



MUTUAL IFUNDS I– IEXPENSES, I 

NET IASSET IVALUE IAND ILOADS 

Initial iIssue iExpenses 

 

Mutual ifunds iare ia i―pass ithrough‖ ivehicle. iThis, itherefore, imeans ithat ithe iincomes iand 

iexpenses iof ithe ifund i(schemes) iwould iultimately ibe icredited ior icharged ito ithe iinvestors. 

As ia imeasure iof iinvestor iprotection, ithe iregulation iprescribes ia ilimit ion ithe iinitial iissue 

iexpenses i– i6 ipercent iof ithe iresources imobilized iin ithe iinitial ipublic ioffer i(IPO). 

 

The iinitial iexpenses icover: i- 

• SEBI ifiling ifees iand iother iregulatory iexpenses irelated ito ibringing ithe iissue ito ithe imarket. 

• Printing iexpenses ifor ioffer idocument, iforms, ibrief iinformation imemorandum, ietc. 

• Scheme iadvertising i(but inot igeneral icorporate iadvertising) iand iconference iexpenses. 

• Marketing iexpenses iincluding icommission ito idistributors 

• Bank icharges 

The i6 ipercent ilimit iis ia icap. iThe iAMC ican ieven ichoose inot ito icharge iany iissue iexpense ito 

ithe ischeme. iThis ihappens iquite ioften iin idebt ischemes, iwhere ithe iAMC iprefers ito ibear ithe 

iexpense, irather ithan ilet ithe ischeme iperformance itake ia ihit ion iaccount iof ithe iexpenses. 

 

Net iAsset iValue 

 

In iorder ito icalculate ithe iNAV iof ia ischeme, ieach iasset iand iliability iof ithe ischeme ineeds ito ibe 

ivalued: 

NAV i= iValue iof iall iassets iminus ivalue iof iliabilities iother ithan ito ithe iunit iholders. 

It ican ialso ibe icalculated ias: iUnit icapital iplus ireserves 

There iis ia isignificant ielement iof isubjectivity iin ithe ivaluation iof iassets. iSEBI, ithrough iits 

ivaluation inorms, ihas ibeen itrying ito iensure isome idegree iof istandardization iin ithe imanner iin 

iwhich idifferent iAMCs ihandle ithis isubjectivity. 

 

 

 

 



CHAPTER-6 

 iINTORODUCTION i 

A isystematic iinvestment iplan i(SIP) iis ia iplan iwhere iinvestors imake iregular, iequal ipayments 

iinto ia imutual ifund, itrading iaccount, ior iretirement iaccount isuch ias ia i401(k). iSIPs iallow 

iinvestors ito isave iregularly iwith ia ismaller iamount iof imoney iwhile ibenefiting ifrom ithe ilong-

term iadvantages iof idollar-cost iaveraging i(DCA). iBy iusing ia iDCA istrategy, ian iinvestor ibuys 

ian iinvestment iusing iperiodic iequal itransfers iof ifunds ito ibuild iwealth ior ia iportfolio iover itime 

islowly. 

MEANING IOF ISYSTEMATIC IINVESTEMENT IPLANNING I 

When iwe iall istrive ito iorganize iand isystematic iour iactivities, ithen iwhy inot ido ithe isame iwith 

iinvestments. iSIP imay ibe ia ithanks ito iinvest iin iregular iand idisciplined imanner iwhile itaking 

icare iof ivolatility, isystematic iis ithat ithe iword ithat idescribes iyou, iorganized iwell imanner 

iplanned ialtogether iyour iactivities. iWhether iit iis iearning, isaving ior ispending ieverything iis 

idone iin ia idisciplined imanner. 

 

One inever ihad ienough imoney ior isometimes iit ihad ibeen ishortage iof iyour itime i. iIf ithis iis ithe 

icase ithen iits itime iyou ihad ia ilook iat ithe iSIP iof imutual ifunds i.A iSIP iis inothing ibut ia iplanned 

iinvestment iprogram iwhich itakes ia ismall isum iof imoney ifrom ipeople iand iin iinvests iit  iin ia 

imutual ifund iat iregular iinterval. iThe iminimum iamount iare ioften ias ismall ias iRs. i500 iand 

itherefore ithe ifrequency iof iinvestment iis itypically imonthly ior iquarterly. 

This isimple iprogram ihas ia inumber iadvantage. 

⦁ iFirst iif isaving iis ian iarduous itask ifor ithe iperson, ithen iSIP ican ido ithis ifor. iMoney ideducted 

ifrom ithe iaccount i(Through ipost idatedcheques) iand iinvested iis imoney ione icannot ispend. iAnd 

ia irupee isaved iis ia irupee iearned. 

⦁ iEven iif ieach iinvestment iis ismall, iover itime ithis ican iadd iup ito ia ineat ikitty. iAnd ithe ipower 

iof icompounding ican ido iwonders iin idue icourse iof itime, ia ismall iamount ican igrow iinto ia 

isignificant iamount iMore iimportantly ia isip idoes iaway iwith ithe ineed ior ieffort ito itime ithe 

imarket. 

⦁ iWhen ithe imarket iis ifalling iperson imay ifeel ithen iit  imay idecline ifurther iand ithat iinvestor 

ishould iwait ia iwhile. iOften istock iexchange irecover, inotice ithe ichance iis ilost. 

⦁ iWhen imarket iare irising iit iis iscary ito iinvest imoney iis inot ibetter ishould iwait ifor ia icorrection 

iand ithen imake ian iinvestment. iBut iif ithe icorrection idoesn't ihappen ithen ieven ithis ichance iis 

imissed. iAnd iif imarkets iare igoing inowhere ithen iwhat's ithe ipurpose iin iinvesting iin ithe ileast i. 

https://www.investopedia.com/terms/t/tradingaccount.asp
https://www.investopedia.com/terms/d/dollarcostaveraging.asp


 

So itrying ito ifind iout iwhich iis ithe ibest itime ito iinvest ican ibe itough itask. iAnd ithat‘s iwhy iit  iis 

isaid ithat ithe itiming ithe imarket iis ifutile. iIf ione icould icash iin iof ithe iups iand idowns ithat 

imarkets iencounter, iit imight ibe igreat iand ithis iis ioften iwhere iSIP ifits iin. iBy ithe iprocess iof 

iregular iinvesting ione igets ito iinvest iin ithe ihigh ias iwell ias ithe ilows, iand ithis ihelp iin iaveraging 

iout ithe ivolatility iin ithe imarket. 

 

Thus, ian iSIP iimparts idiscipline ito iinvesting, iwhether iit's ithe iregular iact iof isaving ior 

iinvesting, ian iSIP idoes iboth iautomatically. iWhile ithere iare icertain ibenefits iof ian iSIP iplease 

icommit iit ito imemory iis inot iany iwonder idrug ithat icures iall iinvestment irelated iailments. 

 

An iSIP idoesn't iguarantee ireturns ior ipositive ireturns. iI ione iopt ifor ian iSIP iin ia ifalling imarket 

iand ithe imarket icontinue ito ifall, ithen itheir iinvestment iwill isuffer ia iloss ion ithe iwhole. 

 

An iSIP ican ibe iuseful ifor ia idebt ifunds iwell i…to ihelp ibuild ia ipool iof isavings. iIt ican ibe 

ithought iof isomething isimilar ito ia irecurring ideposit iwhere ia ipart iof iyour isavings iis 

iautomatically ideducted ifrom iaccount. iOverall, iand iSIP iis ia isimple idevice ithat ihelps iyou ito 

isave iand iinvest iin ia idisciplined imanner iwithout ihaving ito itime ithe imark 

SIP imay ibe ia iprocess iof iconsecutive iinvestment iin icapital imarket ithrough imutual ifund: i- 

The ishort iof iinvestment iplan, ito isome iextent, ireduces ithe irisk iof imarket ifluctuation isince iit  iis 

iinvested iin istretched itime ibut ioverall irisk iremains iin ifull isource. 

As ithe iinherent inature iof icapital imarket iyour iinvestment imay ior imight inot igrow iand ieven iit  

ican ireach ifar ibelow iyour iinitial iinvestment i.But irecurring ideposit iin iany iBank iassures iyou ia 

ifixed isum iat iits imaturity. 

Though iit's inot ihigh ienough ibut iit's ifully iharmless i. iIn iview iof ithe ifrequent ivolatility iin ithe 

iequity imarkets, isystematic iinvestment iplan iare iseen ias ithe ibest ioption ito iinvest iin iequity 

ischemes. 

Undoubtedly, iSIP iis ifairly ian ihonest iavenue ifor iretail iinvestors iIt iinsulates ithem ifrom 

iextreme ivolatility. iIt ihelps iprotecting idownside irisk i.On ithe iother ihand iit ienforces ithe 

idisciplined iapproach iof isaving iin ian iinvestor‘s imentality 

Under ian iSIP ioption, ione ican iinvest ifixed iamounts iat ia idaily ifrequency. iIt iprompts iinvestors 

ito itake ia idisciplined iapproach iof isaving iinstead iespecially ifor ithe isalaried iclass. iThere iare 

itwo istatistical iforces iinSIP iwhich iwork ifor iinvestors: irupee icost iaveraging iand ipower iof 

icompounding. 



Investors iwill iget ifewer iunits iwhen ithe iworth iis ihigh iand ithe iother iway iaround i. iSIP 

iaverages iout ithe ivalue i, iwhile ithe irupee icost iaveraging idoesn't iassure iinvestors iprofit. 

It ihas iworked iout iwell ifor imillions iof iinvestors ithroughout ithe iworld. iThe ipower iof 

icompounding iacts iover ialong iterm. iIf ian iinvestor iinvests iRs i1,000 imonthly iin isuch ifunds, iit 

imight igive ibetter ireturns iover i5 iyears ias iagainst i3 iyears 

For iExample: 

Franklin iIndia iBlue ichip: i- iFund igives i32.82 iper icent ireturns iin i5 iyears ias iagainst i22.05 iper 

icent iin i3 iyrs. 

Franklin iIndia iPrima iPlus igives i35.92 iper icent iin i5 iyears ias iagainst i25.24 iper icent. 

Franklin iIndia iPrima iFund iyields i28.84 ipercent iagainst i8.21 ipercent. 

Actually, ithe ireturns ion iSIP idepend iupon imarket iconditions. 

Investors iavoid iparticipation iin iequity imarkets ibecause iof ithe ifear iof ivolatility iimpacting 

itheir ireturns. iAn iSIP ioffers iinvestors ithe isafety iof imitigating ivolatility irisk, ithus iencouraging 

iparticipation iin ithe iequity imarkets. 

If ian iinvestor ihas ithe idiscipline ito iinvest iduring idifficult iperiods, isuch iinvestments iusually 

ideliver ithe ibest ivalue iover ithe ilong iterm. 

For ian iSIP ibetween i2008 iand i2017, i70-75 iper icent iof iwealth icreation iwas iattributable ito 

iinvestments iduring ilackluster iphases iin ithe imarket. 

 

KOTAK i30 iperformance ias ion i30, i2019 

 

 

Record iDate i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i iDividend iper iUnit iRs 

 

 

 i i i i i i28-Feb-2019 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i6.00 

 



11-Jan-2019 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i6.00 

 

20-July-2018 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i3.00 

 

27-Dec-2017 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i5.50 

 

27-Dec-2016 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i1.00 

 

3-Jun-2016 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i1.00 

5-Nov-2015 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i1.50 

 i i i i i i i31-Jan-2014 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i5.00 

20-Oct-2012 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i2.00 

28-Dec-2010 i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i1.00 

 

 

DEBATABLE IVIEW 

There ican ibe ilittle idebate ithat iSIP ipromotes itraits ithat iare iinvaluable ito ifinancial 

iplanning i– 

Regular iinvesting ithat imakes imarket itiming iredundant 

Rupee icost iaveraging ithat ibeats iinvesting ilump-sum 

Some idemerits irelevant iwith iSIP: i- 

Despite ithe ipros, iinvestors iwould ibe iwell iadvised ito inote isome idemerits iassociated iwith iSIP, 

ialthough iit‘s inot ilike ithe inegatives ibring idown ithe ientire istructure ion iwhich ithe iargument ifor 

iSIP iis ibased ion ithe iother ihand ithey iare isignificant itoo. 

 

• Exit iis inot ias icheap ias ipeople ithought:- 

 

Most iSIP iinvestors iprobably iare inot iaware ithat ithere iis ian iexit iload islapped ion ipremature 

iredemption isince ithe ientry iload iis iwaived ioff ion iSIP, iin ia ilot iof icases i12 imonth iis ithe 

iminimum itime iperiod ifor iwhich iinvestors ihave ito ibe iinvested ito iescape iwithout ian ientry 

iload. 

So iinvestor iassure ithat ithey ican iredeem ithe ientire iamount iin ithe i13month iafter iinvestment 

iwhile ithis iassumption iis iflawed, iit iis inot inecessarily ithe iinvestor iwho iis ito ibe iblamed. iOften, 



iinvestment iagent iin itheir ienthusiasm ito ipromote iSIP iforget ito imention iexactly ihow ithe 

iredemption ischedule ifor iSIP iworks. 

Redemption ischedule: 

Cheque idate i i i i i i iSIP ino. i i i i iEarliest iredemption 

1-Jan-2018 i i i i i i i i iSIP i1 i i i i i i i i i i i i1-Jan-2019 

1-Feb-2018 i i i i i i iSIP i2 i i i i i i i i i i i i i i i1-Feb-2019 

1-Mar-2018 i i i i i iSIP i3 i i i i i i i i i i i i i i1-Mar-2019 

1-Apr-2018 i i i i i iSIP i4 i i i i i i i i i i i i i i1-Apr-2019 

 

The iearliest iredemption iof iSip1 ican ibe imade ionly iin ithe i13
th

 imonth isince ithe icheque idate 

iLikewise iin ithe i14
th

 imonth, ithe iinvestor ican iredeem iSIP2, iNotice ieach isip ihas iminimum 

iinvestment itime iframe iof i12 imonths inot ijust iSIP1 i.So ione igo iwithout iincurring ia isales iload, 

iyou iwill ibe iable ito ido ionly iin iJune i2019. 

 

Rupee-cost iaveraging idoes inot ialways iwork:- 

 

How imany itime iwe've iheard ielaborate ipresentation iand iseen ifancy itables iand igraph ithat 

ishow ihow irupee-cost iaveraging ione ivital ireason ito irequire iSIP irout ito iopen-end ifund 

iinvesting. 

 

However, irupee icost-averaging idoes inot ialways iwork. iIt icertainly idoesn't iadd ia irising 

imarket. iThis iis ibecause ia imarket ithat ishows ia iconsistently irising itrend iwill iensure ithat ievery 

isubsequent iSip iin iand iequity ifund iis iat ia ihigher iNAV ithan ithe iprevious iSIP. 

 

WHEN IRUPEE-COST IAVERAGING IFAILS 

 

Cheque iDate NAV i(Rs) SIP iamount i(Rs.) No. iof iunits 

1-Aug-19 11.72 1,000 85.3 

1-Sep-19 12.53 1,000 79.8 

1-Oct-19 14.03 1,000 71.3 

1-Nov-19 14.12 1,000 70.8 

1-Jan-19 18.68 1,000 53.5 



Average iNAV 14.48   

 

It iis iobvious ithat ithe iSIP imode iof iinvesting iwasn‘t isuch ia igreat iidea. iRupee-cost iaveraging 

idid inot iwork iits icharm ifor ithe iinvestor iwho ihad ithe ioption ito ienter ithe iequity ifund ithrough ia 

ione-time, ilump-sum iinvestment ion iat ileast ifour ioccasions ifrom iAugust1, i2018 itill iNov1, 

i2018 ito ibeat ithe iaverage iNAV iof iRs i14.48, ibut iyet ichoose ithe iSIP iway. iIf ihe ihad itaken ithe 

iopportunity ito ienter ilump-sum ion iany ione iof ithese ioccasions ihe iwould ihave ibeen ibetter ioff 

ithan iopting ifor ithe iSIP iroute 

Of icourse, ithat iis inot ito isay ithat irupee-cost iaveraging iis ia ifailure, ibut iit iworks iparticularly 

iwell iif iyou ihave itaken ian iSIP iover ia ilongish itime ihorizon iof i12-18 imonths ito ibenefit  ifrom ia 

ifalling imarket. 

⦁ The iexit iload icould ireally ipinch ione:- 

Some iinvestors iopt, ifor iSIP ithinking ithat idespite ithe idrawback iit iis ihowever ia ismart iway ito 

iinvest ias iopposed ito ione itime ilump-sum iinvestment. iThis iright ibut iSIP iwork ibest ionly iif iyou 

ilast iclients ito igo iin ifor iSIP ibecause ithe ientry iload iis iwaived ioff. iTheir iargument iis ithat isince 

ithe ientry iload iis iwaived ioff, ithen ieven iif ithe iclient iwithdraws iprematurely, ithe i2.00% iexit 

iload i(approximately) iis inot ireally idamaging ias iit‘s ijust ia icharge ifor inot ipaying ithe ientry 

iload. iThis iargument iis iflawed ibecause ithe ientry iand iexit iloads iare icharged ion idifferent 

iamounts. 

For iexample ifrom ithe iabove ireal ilife iillustration iit‘s ieasy ito iunderstand ihow ithe iexit, iload 

ican ibe iparticularly ihigh ion ipremature iredemptions ifrom ian iSIP. iTake ithe ifirst iSIP iat ian 

iNAV iof iRs11.72 i. 

If ithe iinvestor ihad ientered ione itime iat ithat ilevel iat i2.00% ientry iload iit  iwould ihave icost ihim 

iRs0.23(2% iof iRs11.72) iBut isince ihe ihas iopted ifor ithe iSIP irout ilet ius iunderstand ihow ia 

ipremature iredemption iwork ifor ihim. iSay, ithe iinvestor iwants ito iredeem ihis iunits iby 

iJanuary1, i2008 ibecause ithe iNAV ihas iclimbed isignificantly iand ihe iwants ito icapitalize ion ithe 

iopportunity. iHe iwill ibe islapped iwith ia i2.00% iexit iload isince ithe ientry iload iwas iwaived ioff 

ion ithe iSIP. 

However, ithe i2.00% iexit iload iwill ibe icalculated ion iRs18.68, iwhich iamount ito iRs0.37. 

iCompare ithis iwith itheRs0.23 ihe iwould ihave ihad ito ipay iif ihe ihadentered ilump-sum. 

Of icourse, ithese iillustrations iare ion ihindsight iand ithe iinvestor ihas ino iway ito iknow ithis iin 

iadvance. iThat iis iunderstandable iand ias iwe ihave ioutlined iwe iare inot iout ito idebunk iSIP. 

iHowever, iSIP ineed ito ibe ipromoted iby ithe iinvestment iagent/distributor icommunity iafter 



iexplaining iall ithe imerits iand idemerits ito ithe iinvestor iso ias ito ienable ihim ito itake ian iinformed 

idecision. 

 

 

EQUITY iLINKED iTAX iSAVING iSCHEME 

Enjoy iTax iBenefits:- ithese ischemes iare ibecoming imore ipopular ias itraditional iways iof itax 

isaving ibecoming iless iinteresting iwith ideclining iinterest irates. 

WHO iSHOULD i i iINVESTMENT:- iEquity ilinked isaving ischeme iis ian iideal iway ito isave ion 

itax ias iwell ias istaying iinvested iin iequity imutual ifunds. 

HOW iTHEY iPERFORMED:- i iIn ilast ione iyear iand iabove ithese ifund ihave igiven iabove 

iaverage ireturns ito ikeep iyou imore i& imore iinterested iin isaving itax ias iwell ias icounting ireturn 

ion iyour iinvestment. 

 

Company iprofile 

 

The iUS i$6 ibillion iMahindra iGroup iis iamong ithe itop i10 iindustrial ihouses iin iIndia. iMahindra 

i& iMahindra iis ithe ionly iIndian icompany iamong ithe itop itractor ibrands iin ithe iworld. 

Mahindra‘s iFarm iEquipment iSector ihas irecently iwon ithe iJapan iQuality iMedal, ithe ionly 

itractor icompany iworldwide ito ibe ibestowed ithis ihonor, iit ialso iholds ithe idistinction iof ibeing 

ithe ionly itractor icompany iworldwide ito iwin ithe iDeming iprize. iMahindra iis ithe imarket ileader 

iin imulti-utility ivehicles iin iIndia. 

It imade ia imilestone ientry iinto ithe ipassenger icar isegment iwith ithe iLogan. 

The igroup ihas ia ileading ipresence iin ikey isectors iof ithe iIndian ieconomy iincluding ithe 

ifinancial iservices, itrade iand ilogistics, iautomotive icomponents, iinformation itechnology, iand 

iinfrastructure idevelopment 

With iover i62 iyears iof imanufacturing iexperience, ithe iMahindra iGroup ihas ibuilt ia istrong ibase 

iin itechnology, iengineering, imarketing iand idistribution iwhich iare ikey ito iits ievolution ias ia 

icustomer icentric iorganization. i iThe iGroup iemploys iover i50,000 ipeople iand ihad iseveral 

istate-of-the i–art ifacilities iin iIndia iand ioverseas. 

Mahindra i& iMahindra ihas ientered iinto ipartnerships iwith iinternational icompanies ilike 

iRenault iSA iFrance, iand iInternational iTruck iand iEngine iCorporation, iUSA. iForbes ihas 

iranked ithe iMahindra iGroup iin iits iTop i200 ilist iof ithe iWorld‘s iMost iReputable icompanies 



iand iin ithe iTop i10 ilist iof iMost iReputable iIndian iCompanies. iMahindra ihas irecently ibeen 

ihonored iwith ithe iBombay iChamber iGood iCorporate iCitizen iAward ifor i2006-07. 

We iare ione iof ithe ileading inon-banking ifinance icompanies i(―NBFCs‖) iwith icustomers iin ithe 

irural iand isemi iurbanmarkets iof iIndia. iWe iare ipart iof ithe iMahindra iGroup, iwhich iis ione iof 

ithe ilargest ibusiness iconglomeratesin iIndia. iWe iare iprimarily iengaged iin iproviding ifinancing 

ifor inew iand ipre-owned iauto iand iutility ivehicles,tractors, icars iand icommercial ivehicles. iWe 

ialso iprovide ihousing ifinance, ipersonal iloans, iinsurance ibroking iandmutual ifund idistribution 

iservices. 

We iwere iincorporated iin i1991 iand icommenced ioperations ias ia ifinance icompany iin i1993. 

iWe iwere iregistered iasa ideposit-taking iNBFC iin i1998 iand ihave isince iestablished ia ipan-

India ipresence, ispanning i24 istates iand ifourunion iterritories ithrough i537 ioffices ias iof 

iDecember i31, i2010. iOur ioffices icater ito ithe ifinancing ineeds iof iourlarge icustomer ibase, 

iwhich iincludes iretail icustomers iand ismall iand imedium-sized ienterprises. iOur 

iCompanyfocuses iprimarily ion iproviding ifinancing ifor ipurchases iof inew iauto iand iutility 

ivehicles, itractors iand icars, iwhichaccounted ifor i30.0%, i22.0% iand i33.0% iof iestimated itotal 

ivalue iof ithe iassets ifinanced, irespectively, ifor ithe ininemonths iended iDecember i31, i2010. 

iWe ibenefit ifrom iour iclose irelationships iwith idealers iand iour ilong-standingrelationships 

iwith iMahindra i& iMahindra iLimited i(―M&M‖) iand iMaruti iSuzuki iIndia iLimited 

i(―Maruti‖),which iallow ius ito iprovide ion-site ifinancing iat idealerships. 

M&M, iour iPromoter iand ithe iflagship icompany iof ithe iMahindra iGroup, ihad ia imarket 

icapitalization ias iofSeptember i30, i2010 iof iRs. i401.11 ibillion iand iwas iranked iby iForbes 

iamongst itop i200 imost ireputable icompaniesin i2009. iThe iMahindra iGroup ihas ia istrong 

ipresence iin ithe iutility ivehicles, itractors, iinformation itechnology,financial iservices, 

iaerospace, ireal iestate, ihospitality iand ilogistics isectors. 

We ihave iwon iseveral iawards, iincluding ithe iIDC iEnterprise iInnovation iAwards, i2010, ithe 

i―CEO iwith iHROrientation iAward‖ ifrom iAsia‘s iBest iEmployer iBrand iAwards i2010 iand 

ithe i―Pioneer iAward‖ iin ithe iEnterpriseConnect iAward i– i2007. iWe iranked i186th iin ithe ilist 

iof i―India‘s iMost iValuable iCompanies iin ithe iPrivate iSectorin iterms iof iAverage iMarket 

iCapitalization iin i2009‖ ipublished iby iBusiness iToday imagazine. 

 

Between iMarch i31, i2008 iand iDecember i31, i2010, iwe ihave iincreased iour ioffice inetwork 

iby i23.2% ito i537offices iand iincreased ithe inumber iof ifinancing icontracts iwe ientered iinto 

iwith icustomers iby i79.0% ito i1,460,357financing icontracts. iFor ithe inine imonths iended 

iDecember i31, i2010, iour iCompany‘s iestimated itotal ivalue iofassets ifinanced iwas iRs. 



i104,562.47 imillion, iour itotal iincome iof iRs. i14,532.52 imillion iand iour itotal iprofit 

iaftertaxation iwas iRs. i3,280.04 imillion. 

 

As iof iDecember i31, i2010, iour iCompany imaintained ia inon-performing iasset i(―NPA‖) 

icoverage iratio iof i81.6%,net iNPA iof i1.1% iof itotal iassets iand icapital iadequacy iratio iof 

i17.4%, iand iwe ihad itotal iloans iand iadvancesoutstanding iof iRs. i116,357.05 imillion iand 

itotal iassets iof iRs. i123,476.52 imillion, icompared ito, ias iof iMarch i31,2010, iour iCompany 

imaintained ian iNPA icoverage iratio iof i86.4%, inet iNPA iof i0.9% iof itotal iassets iand 

icapitaladequacy iratio iof i18.5% iand iwe ihad itotal iloans iand iadvances ioutstanding iof iRs. 

i84,864.49 imillion iand itotalassets iof iRs. i91,951.77 imillion. 

 

Our ilong-term iand isubordinated idebt iis irated iAA+, iAA+ iand iAA(ind) iby iCRISIL iLimited, 

ia isubsidiary iofStandard& iPoor i(―CRISIL‖), iBrickwork iRatings iIndia iPrivate iLimited iand 

iFITCH iRatings iIndia iPrivateLimited, irespectively. iCRISIL ihas ialso irated iour ishort-term 

idebt iP1+, iwhich iis ithe ihighest irating ifor ishort-termdebt iinstruments, iand iour ifixed ideposit 

iprogram iFAAA. iFor ifurther idetails ion iour icredit iratings, isee i―- iOurCredit iRatings‖. 

 

On iSeptember i27, i2010, iour iCompany ientered iinto ian iagreement iwith iDe iLageLanden 

iFinancial iServices iInc.,which iis iwholly-owned iby ithe iRabobank igroup, ito iform ia ijoint 

iventure icompany iin ithe iUnited iStates, iMahindraFinance iUSA iLLC. iMahindra iFinance 

iUSA iLLC iwas iformed ito iprovide, iamong iother iservices, iwholesaleinventory ifinancing ito 

iU.S.-based idealers ipurchasing iproducts iof ithe iMahindra iGroup iand iretail ifinancing 

itocustomers ifor ifinancing ithe ipurchase iof ithe iMahindra iGroup iproducts. 

Our iCompany ihas imade ian iinitial iinvestment iin iMahindra iFinance iUSA iLLC iof 

iapproximately iUS$ i5.02million. iOur iCompany iowns ia i49.0% iinterest iin iMahindra iFinance 

iUSA iLLC iwith ithe ibalance iowned iby iDeLageLanden iFinancial iServices iInc. 

 

 

 

MAHINDRA I& IMAHINDRA IFINANCIAL ISERVICES ILTD. 

 



Overview: 

• A iSubsidiary iof iMahindra i& iMahindra iLtd, iit iis ione iof ithe ileading inon ibanking 

ifinance icompanies ifocused ion irural iand isemi iurban isector. 

• CRISIL ihas iassigned iAA+ irating ito ithe icompany‘s ilong iterm idebt ireflecting ia ihigh 

idegree iof isafety. 

• MMFSL ifinances ipurchase iof iutility ivehicles, itractors, icars iand icommercial ivehicles. 

iThe icompany‘s igoal iis ito ibe ithe ipreferred iprovider iof ifinancing iservices iin ithe irural 

iand isemi iurban iareas iof iIndia. 

• A icompany ihas i436 ibranches icovering i25 istates iand i2 iunion iterritories. 

• Assets iunder iManagement ihave iincreased ifrom iRs i7,919 icrores iyear ion iyear ibasis. 

• MMFSL irecorded itotal irevenues iof iINR i12,268 imillion i& iPAT iof iINR i1‘770 imillion 

ifor ithe iyear iends iMarch i31, i2008 iand ihad itotal iAssets iof iINR i70,218 imillion ias iof 

imarch i31, i2008. 

Our iStrategies 

Our ibusiness istrategy iis idesigned ito icapitalize ion iour icompetitive istrengths ito ibecome ithe 

ipreferred iprovider ioffinancing iservices ito icustomers iin ithe irural iand isemi-urban iareas iof 

iIndia. 

Focus ion ithe irural iand isemi-urban imarkets ito igrow iour imarket ishare i- iWe iplan ito 

icontinue ito iexpand iour ioffice inetwork iand iincrease ithe imarket ishare iof iour iexisting iproducts 

iandservices iin ithe irural iand isemi-urban imarkets iof iIndia. iWe iintend ito igrow iour imarket 

ishare iby iexpanding iourcustomer ibase iand istrengthening iour irelationships iwith idealers. iWe 

ihave igrown iour ioffice inetwork ito i537offices ias iof iDecember i31, i2010 ifrom i436 ioffices ias iof 

iMarch i31, i2008. iOur iimmediate iexpansion igoal iis itolaunch ione ioffice iper idistrict iin iIndia ito 

ibe iin ithe ivicinity iof ithe ilocal icustomer ibase. iIn iopening ieach ioffice isite,we ianalyze ithe ilocal 

imarket iand iproximity ito itarget icustomers. iWe ibelieve iour icustomers iappreciate 

ithisconvenience iand ithat iwell-placed ioffice isites iallow ius ito iattract inew icustomers. 

We ialso iseek ito iexpand iour idealer irelationships iby istrengthening iour ipresence iat idealers iand 

iby icontinuing itoengage idealers ibeyond iM&M ifor icustomer irelationships. iWe ibelieve ithat 

ithis istrategy iwill iincrease iourcustomer ibase iand irevenues iand imitigate irisks iassociated iwith 

ideriving ia isubstantial ipercentage iof iour ivehiclefinancing irevenues ifrom ipurchasers iof iM&M 

ivehicles. iIn iorder ito ienhance iour idealer irelationships, iwe ialsoparticipate iin idealer itrade 

ifunding ito iassist iwith ithe iworking icapital irequirements iof ithese idealers. iWe ibelievethat iwe 



iare iin ia iposition ito ileverage iour iexisting idistribution iinfrastructure ito iincrease iour 

ipenetration iin imarketswhere iwe ialready ihave ia ipresence. 

 

Focus ion ieffective iuse iof itechnology i- iAs iwe icontinue ito iexpand iour igeographic ireach iand 

iscale iof ioperations, iwe iintend ito ifurther idevelop iandintegrate iour itechnology ito isupport iour 

igrowth iand iimprove ithe iquality iof iour iservices. iWe iintend ito iincreasethe inumber iof ioffices 

iconnected ito ithe icentralized idata icentre iin iMumbai. iWe ialso iintend ito iexpand iour iuse 

iofhand-held iGPRS idevices, iwhich icollect idata iused ito imonitor iour ioperations iand irisk 

iexposure. iWe ihave ialsorolled iout ia ipilot iprogram iunder ithe iproject iname i―mobile ioffices‖ 

iwhich iis ian ienhanced iversion iof ithe ipresentGPRS ihand-held idevice ithat iwill iallow iour 

iemployees ito ioriginate iloans iand iconduct iknow-your-customerchecks iat ia icustomer‘s ihome 

ior ibusiness ilocation. iWe ibelieve ithat ias iwe idevelop iand iintegrate isuch iprogramsinto iour 

ibusiness, iwe ican ifurther icapitalize ion ithe ireach iof iour ioffices iand iincrease iour imarket ishare. 

iOur iuse ioftechnology iwill ialso iallow ius ito icontinue iproviding istreamlined iapproval iand 

idocumentation iprocedures iandreduce iincidence iof ierror. 

Further, iwe ibelieve ithat iour icontinued ifocus ion ithe ieffective iuse iof itechnology iwill iallow 

iemployees iacross iouroffice inetwork ito icollect iand ifeed idata ito ia icentralized imanagement 

isystem, iproviding iour isenior imanagementwith iprompt ioperational idata iand iassisting iwith 

itreasury imanagement. iWe ibelieve ithat ithe iaccurate iand itimelycollection iof isuch idata igives 

ius ithe iability ito ioperate iour ibusiness icentrally iand idevelop ibetter icredit iproceduresand irisk 

imanagement. 

 

Diversify iproduct iportfolio i- iWe ialso iintend ito ifurther iimprove ithe idiversity iof iour iproduct 

iportfolio ito icater ito ithe ivarious ifinancial ineeds iofour icustomers iand iincrease ithe ishare iof 

iincome iderived ifrom isale iof ifinancial iproducts. iAs iof iDecember i31,2010, iwe iderived i95.1% 

iof iour itotal iincome ifrom iour ivehicle ifinancing ibusiness, iwhich iconsists iof iloans ifornew iand 

ipre-owned iauto iand iutility ivehicles, itractors, icars iand icommercial ivehicles. iWe iintend ito 

iimprove ithediversity iof iour iproduct iportfolio iboth iwithin iour ivehicle ifinancing ibusiness ias 

iwell ias ithrough ithe iintroductionand igrowth iof iother ifinancial iproducts. iWithin iour 

iCompany‘s ivehicle ifinancing ibusiness, inew iauto iand iutilityvehicles, itractors iand icars 

iconstitute i85.0% iof iestimated itotal ivalue iof ithe iassets ifinanced ifor ithe inine imonthsended 

iDecember i31, i2010. iWe iintend ito igrow ithe ishare iof iour idisbursements ito ipre-owned 

ivehicles iand ilightand iheavy icommercial ivehicles ito icapture imarket ishare iin iwhat iwe ibelieve 

iis ia igrowth iarea iand iimprove ithediversity iof iour iloan iexposure. iWe ialso iintend ito ileverage 



iour irelationships—including iwith iMaruti iand iits‗True iValue‘ ibrand iof ipre-owned ivehicles 

iand iM&M iand iits i‗First iChoice‘ ibrand iof ipre-owned ivehicles—andour iexisting ioffice 

inetwork ito idiversify iand iexpand iour iproduct iportfolio. 

Beyond iour ivehicle ifinancing ibusiness, iwe iintend ito ileverage iour ibrand iand ioffice inetwork, 

idevelopcomplementary ibusiness ilines iand ibecome ithe ipreferred iprovider iof ifinancial 

iproducts iin irural iand isemi-urbanmarkets—a ione-stop ishop ifor icustomers‘ ifinancial ineeds. 

iWe iexpect ithat icomplementary ibusiness ilines iwillallow ius ito ioffer inew iproducts ito iexisting 

icustomers iwhile iattracting inew icustomers ias iwell. iTo ithis iend, iwehope ito igrow iour ihousing 

ifinance iand ipersonal iloans ibusinesses iand iincrease idistribution iof imutual ifunds iandinsurance 

iproducts. iWe iexpect ithat iour iknowledge iof ilocal imarkets iwill iallow ius ito idiversify iinto 

iproductsdesired iby iour icustomers, idifferentiating ius ifrom iour icompetitors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chapter - 7 

 

FINDINGS 

There iis igreat iopportunity ifor iMutual iFund icompanies ias ithere iis ia irise iin ia inumber iof 

ipeople iwho iwant ito iinvest iin ishare imarket ibut ido inot ihave itime iand iknowledge ito ido iso, 

ialso ithese ipeople iwants ito itake iless irisk. 

The isurvey ishows ithat isignificant ipart iof ithe iinvestment iportfolio iof i ithe iretail iinvestors 

iconsists iof iMutual iFund iScheme. iBut istill, iInsurance iand iPost iOffice 

Scheme ihave ia isignificant ishare ibecause iof ithe isafety ifactor iassociated iwith ithem. 

With ibooming imarket iand ifalling iinterest irate iof ibank ideposits, ipeople isee imutual ifunds ias 

ian iattractive ifinancial itool iwhich iprovide ia ihigh ireturn irate iat ilower irisk ias icompared ito 

iequity imarket. 

Most iof ithe iinvestors iprefer iMutual iFund iroute ifor iequity iinvestment ithan idirect istock 

imarket iinvestment. 

 

Young ipeople ithese idays iare iparticularly imore iinterested iin imutual ifunds ibecause ithey isee 

imutual ifund ias isafe ibet i.Also ithese ipeople ihave ilarge idisposable iincomes iand irisk itaking 

icapability itoo. iAccording ito ithe istudy iof imajor ipart iof ithe iinvestors iare ishowing iinterest iin 

ithe iEquity iBased iSchemes ito imeet iout itheir ineed ifor icapital iappreciation. 

The ibad ipart iis ipeople iare istill iignorant iabout imutual ifunds iand idifferent ischemes iabout 

imutual ifunds. iHence iit iis ivery inecessary ito ieducate ithem iabout imutual ifunds. 

Another isignificant ifinding iof ithe istudy iis ithat iinvestors iare ilured iby ithe ireturns iMutual 

iFunds iare ishowing. iHowever iat ithe isame itime ithey iwant ito iminimize itheir irisk.The 

iinvestment ihorizon, iwhich iis imost iliked iby ithe iinvestors, iis i2 ito3 iyears.An iinvestor iequity 

ifund iportfolio ilargely idepends ion ihis/income ilevel iand iage. 

 

 

 

 

 

 

 



CONCLUSIONS 

 

In imy iproject iI ihave itaken ia igood iexperience iby ihow ia icompany, isurvive iin ithe imarket. iIt 

iwas ireally iwonderful iworking iwith ia ibrand iknown ias ithe iMahindra igroup. 

I iwas iguided iby ithis igroup iin ian iexcellent iway ito iget iknow ihow iabout ithe icorporate iworld 

iand ihow ito itackle iwith ithe iclients, ihow ito iinteract iwith ithem. 

With itheir ifull isupport iand ihelp iI icompleted imy iproject iwith ia igreat isuccess. iI iam 

iconcluding imy iproject iwith imy ibest iunderstanding iand ifinding iwhich iI ifound iduring ithis 

iproject. 

 

⦁ iPeople igenerally inot iaware iof imutual ifunds ithe irelate imutual ifund iwith istock imarket. 

⦁ iIn ithis iway ithey iexpect ihigh ireturn ilike istock imarket. 

⦁ iMostly ipeople iwant ito iinvest ifor iresourceful ilife. 

⦁ iPeople iwise ito ifor ishort iterm ito imedium iterm itime ihorizon. 

⦁ iPeople iinvest iin imutual ifund ion ithe ibasis iof ireturn iand imostly iprefer ito igo iwith isome 

ibrand inames iof iAMC‘s. 

⦁ iPeople imind iset iis ito iearn imaximum ireturn iin ishort iterm iwhile iit ishould ibe iminimized. 

⦁ iPeople igenerally iprefer iSIP. iBecause iof iit‘s iservices ias iamount ideducted ifrom iaccount 

iautomatically. 

⦁ iSIP ialso ieasy ito imanage ibecause iit iis ia ilow iamount iwhich iis inot iheavy ito iinvestor ipocket. 
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