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ABSTRACT

In this paper the performance evaluation of the financial system comprises of financial institutions,
instruments and markets that provide an effective payment and credit system that facility the channeling of
funds from saversto the investors of the economy. Indian Mutual Funds have emerged as strong financial
stability to the financial system. Mutual Funds have opened new vistas to investors and imported much needed
liquidity to the system. Mutual Funds are dynamic financial institutions, which play a crucial role in an
economy by mobilizing savings and investing in the capital markets savings and the investing in the capital
markets. Therefore, the activities of Mutual Funds have both short and long to be analyzed to find the impact
on the savings and capital market and national economy. Investigation of the portfolio diversification and
relative risk aversion through collection of funds from the households and makes investments in the stock and

the debt market is done.
INTRODUCTION

A Mutual fund is a trust that pools the savings of a number of investors who share a common financial goal.
The money thus collected is then invested in capital market instruments such as shares, debentures and other
securities. The income earned through these investments and the capital appreciations realized are shared by
its unit holders in proportion to the number of units owned by them. Thus a mutual fund is the most suitable
investment of the common man as it offers an opportunity to invest in a diversified, professionally managed
basket of securities at a relatively low cost. The flow chart below describes broadly the working of mutual

funds.
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Mutual funds in INDIA

ABN AMRO Mutual Fund, Birla Sun Life Mutual Fund, Bank of Baroda Mutual Fund (BOB Mutual Fund,
HDFC Mutual Fund, HSBC Mutual Fund, ING Vysya Mutual Fund, Prudential ICICI Mutual Fund, Sahara
Mutual Fund, State Bank of India Mutual Fund (SBI and Tata Mutual Fund.The concept of mutual funds in
India dates back to the year 1963. The era between 1963 and 1987 marked the existence of only one mutual
fund Company in India with Rs. 67bn assets under management (AUM).by the end of its monopoly era. The
Unit Trust of India (UTI), by the end of the 80s decade, few other mutual fund companies in India took their
position in mutual fund market. The new entries of mutual fund companies in India were SBI Mutual Fund,
Canbank Mutual Fund, Punjab National Bank Mutual Fund, Indian Bank Mutual Fund, Bank of India Mutual
Fund. The succeeding decade showed a new horizon in India mutual fund industry. By the end of 1993, the
total AUM of the industry was Rs.470.04 bn. The private sector funds started penetrating the fund families. In
the same year the first Mutual Fund Regulations came into existence with re-registering all mutual funds
except UTI. The regulation was further given a revised shape in 1996. Kothari Pioneer was the first private
sector mutual fund company in India which has now merged with Franklin Templeton. Just after ten years
with private sector players penetration, the total assets rose up to Rs. 1218.05 bn . Today there are 33 mutual

fund companies India.

OBJECTIVE OF THE STUDY

The point of this report is to investigate the Internet as a publicizing transporter. The Internet is another
medium which has not yet been enough explored and depicted in the writing, and it encapsulates various
correspondence attributes which contrast generally from those of conventional broad communications. Besides,
there are huge vulnerabilities about who the Internetclients are, the manner by which they utilize the medium,
and what the overall qualities and shortcomings of the Internet as a publicizing transporter are. So, this report

means to respond to the accompanying inquiries:

Fee Structure of the Fund
A mutual fund company charges you for its services and expertise. Some funds require deft management and
quick decisions on whether to buy, sell or hold on to an asset. Please remember that a fund with a higher fee is

automatically better. Do check out other parameters too before choosing.
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Risk-Adjusted Returns
Every fund expects certain risks related to the market and the industry. When fund strategies in such a way
that they make more returns against anticipated risks, we call them risk-adjusted returns.

Performance against Index
Indexes like Nifty, BSE Sensex and BSE 200 set benchmarks, and all fund performances are evaluated on this
basis. Comparing different timelines against the benchmark as well as peers, can be insightful. A well-

managed fund won’t fall too hard during a market low.

LITERATURE REVIEW

LACK OF RESEARCH

As a result of the dangerous improvement around here, research has lingered behind training. Notwithstanding
the incredible consideration given to the improvement of the On the web, very little examination has been
attempted about how the Internet is really utilized for the end goal of publicizing today. The market is subject
to fluctuations. However, that doesn’t mean you need to assess the fund performance daily. Ideally, you
should evaluate your fund every six months to a year, depending on the tenure of the investment. Evaluating
the funds in a shorter period does not give an accurate insight into the performance of your investments. If all
this sounds too much, you may invest in regular funds. As qualified intermediaries, they advise you to invest
in funds based on your financial goals and risk profile.l think Web based publicizing has a greater scale than

detailed or perhaps it is packed in the hand of a couple of top players.

RESEARCH METHODOLOGY

This segment, we will make sense of the strategic methodology that has been taken on to respondto the
inquiries presented in the issue definition. In the field of publicizing research, no by and large acknowledged
logical system exists. Promoting "hypotheses™ are preferably assortments of functionally arranged
systematizations and agendas over logical hypothesis. As an outcome of thisshortfall of an overall hypothetical
system, the report isn't organized after an overall hypothesis. Different models and systems from
correspondence, publicizing and promoting hypothesis have been remembered for an impromptu premise in
the examination where it has been seen as significant. Much has been expounded on the Web-based
throughout recent months. Be that as it may, because of the sensational improvement throughout recent years
the course of both scholar and business research in the showcasing and promoting field has falled a long ways

behind ordinary practice.
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SOURCE OF DATA

° SECONDARY DATA

Outer work area research is utilized in an auxiliary manner; but essential exploration is the central purpose of
the work. Optional information gave a setting inside which to set the work. The auxiliary exploration is
basically founded on articles from diaries, papers and magazines on the grounds that main not many on-line
advertising books has been distributed. None contain any scholar/hypothetical examination. Through the
connections with the specialists in the publicizingbusiness gaining admittance to secret web-based material,
reviews and briefings was conceivable.New innovation driven research techniques like Cd ROM data sets and
library PC organizing were efficient, financially savvy and productive. During On the web research a few
decent unpublished hypothetical articles on promoting systems was found. Press clippings driving sites were

additionally helpful.

° PRIMARY DATA

Certain examination targets particularly concerning how web based promoting functions couldn'tbe covered
through optional exploration. They required a more scientific methodology. Moreoveronline improvement is
colossal to such an extent that depending just on noteworthy information will leave the paper with inclination.
The essential information was accumulated through a blend of perception, trial and error and surveys.
Numerous hours have been spent riding the net to get acomprehension of how and what individuals utilize the
Online for commercials and company landing pages were researched and examined. A few organizations were
consulted through Email about their correspondence procedures. Advertising mailing records and
conversations bunches were joined. Speedy and free input from specialists and clients was along these lines

accumulated.
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DATA COLLECTION & ANALYSIS

DATA COLLECTION
You could pick the best performing hybrid fund with a good track record of performance over three to five

years. Select a hybrid fund which has beaten the benchmark index and peers over some time.

You may check the track record of the fund house and the investment style of the fund manager before picking
the best performing hybrid fund. Pick a fund house with huge assets under management which can bear the

sudden redemption pressure of big investors.

Select the best performing hybrid fund with a low expense ratio. A high expense ratio may eat up the return
from the fund. The best performing hybrid funds must match your investment objectives and risk tolerance.
Take a look at the portfolio of conservative hybrid funds. It gives you an idea on the credit quality of bonds in
the portfolio.

Financial Ratios & Fund Performance

While you may have taken due diligence and advice before investing, you still need to track the performance
of your funds. The easiest way to do it is by using the fund fact sheet. In simple terms, the fund fact sheet
shows the performance of all the schemes managed by your fund house, including your investment. You must
compare these financial ratios with the mutual fund schemes in the same category to understand where your

fund stands.

Alpha
The fund’s Alpha gives an overview of the fund manager’s skills and strategies and how they fared in the past.
It should always be higher than the expense ratio of the fund. Additionally, your fund’s Alpha needs to be

higher than the peers, which are at a similar level of beta.

Expense Ratio
This is essentially the fee for the fund house for managing your mutual fund. It reflects the value-for-money
aspect of a fund. It consists of fund management charges and all the other costs related to that of fund

management. It impacts your ultimate take-home returns.

Benchmark
It is always advisable to compare the fund performance against the benchmark.The acts as a standard for
funds’ performance. If your fund is outperforming the benchmark consistently, it is a sign that the fund is

doing well. You can also compare the average return during a specific time frame with its peer funds in the
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same category.

Portfolio Holdings

Look for considerable changes and probable overlapping in the portfolio holdings. The fund needs to hold
good quality stocks which have a lower Price to Earnings-per-share (P/E) Ratio vis-a-vis Price to Book Value
(P/B) ratio. Additionally, ensure that the fund is investing as per its investment objective. For instance, fund
having a high and lower returns is a bad indicator.

Sharpe Ratio

This ratio shows how much extra return you receive for the additional risks you undertake. It is a rule of
thumb that higher risks must be compensated more. Moreover, you deserve a reward (excess returns) for the
added volatility. It tells you how much exactly that reward should be.

In short, consistency says a lot about performance. If you think that doing all this research and analytics is
beyond you, you can always invest with hand-picked funds from the top fund houses in the country, you are in

safe hands.

Which is the best way to buy mutual funds in India?

You may buy mutual funds through clear tax invest. Follow these steps to invest in mutual funds.

. You must log on to clear tax invest

. You then select the mutual fund house from the list of fund houses

Select the mutual fund scheme based on your investment objectives and risk tolerance and click on Invest now
. You must select the amount you plan to invest in the mutual fund scheme and the mode as either One
Time or Monthly SIP.

. You must fill up the requisite details such as name, email ID, mobile number and complete the
transaction.

o Complete your KYC (Know Your Customer) before investing in a mutual fund scheme. You must visit
the website of a KRA (KYC Registration Agency) and create your account. You will have to fill the KYC

registration form with details such as your name, email ID, mobile number and so on.

According sharpe model, SBI fund is placed first rank JM financial and UTI fund share Ilird and lind rank
HDFC fund is placed IVth ranked. Respectively comparing with market return all fund are performing well.
By comparing all the four schemes i.e. SBI, UTI, and HDFC and fund it can be found that the balanced fund
growthis getting good return than the any schemes the balanced dividend scheme is bearing more risk them

the any other schemes
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TREYNOR MEASUREMENT RATIO TABLES
Table 1: Equity Fund Dividend

Fund Name |Rp Rf Bp Trey nor RatioRank

SBI 10.59 [6.50 0.36 [14.13 I
UTI 6.59 6.50 0.14 1|0.642 1l
HDFC 3.99 6.50 0.23 |10.78 1
JM financial [5.42 6.50 0.17 |-69.35 v

Market Index |10.38 [6.50 1 3.88

Above table reveals that SBI fund ranked first in terms of making returns whereas IInd rank shared by HDFC
fund and Ilird rank by UTI fund and the IVth rank JM financial in terms of making return of in relating to
market returns. Comparing with the market return again SBI fund is getting good returns. UTI fund is earned

better returns, whereas HDFC fund is earned better returns JM financial fund is not making surricient.

Table 2: Equity Fund Dividend

Fund Name |Rp Rf  ©Bp Sharpe RatioRank

SBI 10.59 .50 [9.81 1|0.416 I
UTI 6.59 |6.50 [11.98 (0.007 Il
HDFC 8.98 16.50 [11.32 0.219 I
JM financial 5.42 |6.50 [15.43 |-0.0069 v

Market Index|10.38 |6.50 [7.29 |0.532 -

The table shows that SBI fund as per Sharpe measurement is ranked one whereas HDFC fund getting Iind

rank. The UTI fund getting Ilird rank. JM financial getting 1\Vth rank in the Sharpe evaluation. compared a
market index SBI fund is earning good return and UTI fund is getting better returns where as HDFC fund is

better return where JM financial fund is getting whereas returns.
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Table 3 : Equity Fund Growth

FundName [Rp |Rf [sp  [Sharpe RatigRank

SBI 10.73 6.50 (12.09 [0.34 |
UTI 7.19 16.50 [7.60 (0.090 v
HDFC 9.99 6.50 [11.56 |0.301 i

JM financial [11.00 6.50 [11.94 [0.376 |

According to Jensen model all the funds are failed to earn up to the mark returns. As compared to other funds
UTI fund performing with worst return of —739.47. On the basis of the above presentation, it can be found that

the MNC industry is facing a problem, so all the funds are not getting sufficient returns.

Table 4: Balanced Fund Growth

Fund Name |Rm Rt Bp Rp [Rp op Jp Rank
SBI 10.37 |6.50 0.45 72 26.89 [17.17 [-38.15 |llI
UTI 10.37 6.50 0.53 .64 ([7.20 |-20.56 [-38.79 |l
HDFC 10.37 |6.50 8.37 53 754 5101 [6.09 |l

JM financial [10.37  |6.50 0.36 84 654 |F17.70 [-49.16 IV

Source: www.mutualfundsindia.com and www.bseindia.com

According to Jensen model all the funds are failed to earn up to the mark returns. The HDFC Fund ranked first
getting a figure of O(approx), which is an indication that the management has did not use great skills in
managing the portfolio. Whereas HDFC Fund is ranked second by getting a negative figure of less than 1.
However the HDFC fund is performing negatively, the management of HDFC fund failed to manage the
portfolio effectively.
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CONCLUSION

It is hopeful that this study creates awareness that the mutual funds are worth investment practice. The various
schemes of mutual funds provide the investors with a wide range of investments options according to his risk
bearing capacities and interest. Besides they also give a handy return to the investors. The project analyses
various schemes of Different Companies. In India Mutual funds are playing important role. The mutual fund
Companies pool the savings of small investors and invest those collected huge amount of funds in different
sectors of the economy. They are performing like intermediary between small investor and the Indian capital
market. In recent years many mutual fund companies are established. Through this competition is increased
among the companies. To encounter the competition the different companies are introducing different types of
mutual fund schemes with attractive returns and low risk. So it is an advantage to the investors. For taking a
decision to invest in mutual funds, the evaluation plays a greater role. The rankings given to the mutual funds
attract the investment by the investors to the respective funds. For the purpose of ranking the performance of
various mutual funds the methods such as Sharpe. Trey nor and Jensen were applied to the various funds in
different schemes. It is hoped that the ranks provided for the fund in this chapter explains relative
performanceof the schemes. The relative performance of different types of funds according to different types

of performance measurements are explained in the next page.
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