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INTRODUCTION OF MUTUAL FUNDS 

 

Mutual funds are now often used by investors as a risk management tool when buying individual stocks. 

Mutual investment are a group of stocks chosen by a distributor of mutual funds and offered to investors 

as shares of a fund. When investing, you can pick from a variety of funds. Technology funds, 

development funds, protection money, and income funds are a few of the most common subcategories. 

Since they enable you to invest in a variety of stock while significantly lowering the risk involved 

compared to placing all of your money in one, mutual funds are particularly well-liked. 

 

For the typical person, mutual funds have emerged as one of the most alluring investment options. A 

mutual fund pools money from thousands of participants to provide high relative security and returns, 

and then diversifies that money into a variety of holdings, such as bonds, stocks, or government 

securities. 

 

For the majority of investors, mutual funds may currently be the best opportunity. It makes sense that in 

the USA, the nation where mutual funds originated, the mutual fund economy has already exceeded the 

banking sector. Several attractive investment opportunities are already being made available to Indian 

investors by the Indian industry. 

 

Despite being not insured like banks, mutual funds frequently offer returns that are better than the mere 

one to two per cent currently offered by banks yet continuing to be one of the riskiest ways to increase 

your wealth. There are a plethora of possibilities for investing in mutual funds, depending on the level 

of risk you are ready to face. 
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Mutual funds are now well-known, reputable middlemen. These funds allow small deposits while up to 

a certain point maintaining a diversified portfolio, in addition to providing stock market investing 

expertise. 

 

 

THE INDIAN MUTUAL PLAN INDUSTRY'S HISTORY 

 

Unit trusts of the subcontinent of India, a mutual fund company, was founded in 1964 with the issuance 

of units as part of its US-64 plan, with the Reserve Bank although the Indian government serving as the 

main driving force. India's development of investment mutual funds may essentially be divided into four 

phases: 

 

 

Phase 1: - 1964-87 

Unit Trust India (UTI) was established in 1963 by a parliamentary statute. The Indian bank, which also 

controlled its management and regulation, formed it. After UTI separated from the RBI in 1978, the 

Industrial Development Bank of India (IDBI) took over as the organization's governing and 

administrative authority. Units Scheme 1964 was UTI's first project. UTI was in control of assets worth 

6,700 crore of rupee by the end of 1988. 

 

Phase 2: - 1987 - 1993 (Entry of Public Sector Fund) 

The Public Sector Banking, the General Insurance Company of India,  Life Insurance Corporation of 

India (LIC) launched non-UTI mutual funds in 1987. (GIC). The initial non-UTI mutual funds, the State 

Bank India Mutual Fund, launched in June 1987. In December of 1987, August 1989, November of 

1989, June 1990, or June 1990, respectively, numerous additional mutual funds, Bank of India, the 

National Bank of India Mutual funds, and Bank in Baroda Mutual Fund all adopted a similar strategy.  

GIC launched a mutual funds firm in December 1990 after LIC did it in June 1989. The mutual fund 

sector was in charge of 47,004 crores of rupees worth of assets at the end of the year 1993. 

 

Phase 3: - 1993-2003 (Entry of Private Sector Fund) 

When private sector fund first joined the Indian funds market in the year 1993, a new era and a greater 

selection of fund families were available to Indian investors. Additionally, the original Mutual Fund 

Rules, which were released in 1993, required the registration and regulation of every mutual fund 

investments, despite the possible exemption of LTI. The original private sector mutual fund, formerly 

known as Kothari Pioneer and currently an affiliate of Franklin Templeton, had its registration in July 

1993. 
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Phase 4: - February 2003 

The Unit Trust of India Rules of 1963 were repealed in February 2003, resulting in the division of the 

UTI into two distinct companies. It is a unique project of the Unit Trust of India, which by the end of 

January 2003 had money totaling Rs. 29,835 crores under control. Many of these assets are made up of 

funds from the US-64 plan, guaranteed return, and a few other plans. Unit Trust of Indian Specified 

Agreement, which is governed by laws established by the Indian government and is exempt from the 

Mutual Fund laws. 

The second one is known as UTI mutual fund Ltd. and is supported by the SBI, PNB, BOB, and LIC. It 

follows with all of SEBI operating rules for mutual funds and is registered with them. The splitting of 

the former UTI, which has approximately Rs. 76,000 crore of funds in administration, marked the 

beginning of the mutual funds market's present period of consolidation and growth in March 2000 in the 

establishment for the UTI Mutual Fund, which adhered in the Securities and Exchange Board of India 

mutual funds Rules. There were 31 funds as of the end of October 31, 2003, and they were in charge of 

386 different schemes and 126726 crores in assets. 

The previous Unit Trust of India was split between the Particular Undertaking and UTI Mutual Funds 

within the Unit Trust of India using effect from February 2003. Because of this, in February 2003, the 

funds managed by the Unit Trust of India's defined undertaking were not counted within the total assets 

of the sector. 

Currently, commercial financial institutions like the HDFC Bank, Prudential Insurance Company ICICI 

Bank among others, DSP Merrill Lynch, Sundaram, and Kotak Mahindra as well as public sector 

financial institutions like the SBI, Canara Bank, & Bank of India have established their very own mutual 

fund companies. 

 

                    

 

                            WHAT IS A MUTUAL FUND? 

 

An investment tool for stocks and bonds is a mutual fund. Instead of serving as a replacement for bonds 

and stocks as an investment vehicle, it pools money from many participants and spends it in a variety of 

goods, including stocks, bonds, financial markets, and various types of securities. Buying a little slice 

of a large pizza, mutual fund investment. Owners of mutual fund units are eligible for a proportional 

portion of the funds' profits, losses, income, and costs. 

In order to invest money on behalf of investors & those who hold units in shares of stock, government 

securities, bonds themselves, call money markets, etc., a mutual funds must be a legal company that is 

registered with SEBI. It collects funding from private investors as well as corporate investors, then 

distributes the earnings. Consequently, a mutual fund provides shareholders with the chance to 

informally make investments in a portfolio of asset. A mutual fund invests money it gets from many 

participants in a range of financial items. Each mutual funds has a distinct investment objective. 
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For the typical person, mutual funds have emerged as one of the most alluring investment options. To 

provide extremely comparable safety and returns, a mutual fund pools the funds of thousands of 

participants or expands its investments, including bonds, stocks, and various other instruments. 

Each Mutual Fund is administered by its respective Asset Management Company, which offers a variety 

of programmes (AMC). A potential investor has the option to put money into a number of mutual funds, 

and in doing so, acquires ownership of the schemes' units. The mutual fund manager will then invest the 

invested monies in a variety of permissible equities, bonds, or money market instruments. A licenced 

expert oversees each mutual fund, using the money to create a portfolio that may include any 

combination of equities, bonds, gilts, money markets, or any combination of these. 

 

 

IDENTIFYING FEATURES OF A MUTUAL FUND 

The following are some examples of the mutual fund's traditional, distinctive traits: 

Instead of buying shares on a secondary market from other shareholders, investors buy shares in mutual 

funds directly.  

Apart from contributing to paying a mutual fund's per-share total assets value, investors are also required 

to pay all shareholder fees assessed during the period of purchase. (NAV).  

Investors can offer their mutual fund shares to the fund since they are "redeemable."  

In order to accommodate new investors, mutual funds typically issue and resale new shares. To put it 

another way, they constantly liquidate their stakes, albeit some funds stop when they, for instance, get 

too large. 

Typically, independent businesses referred to as "investment advisors" who have registered with SEBI 

are in charge of managing the investment portfolios of mutual funds. 

 

MAJOR RIGHT AS A MUTUAL FUND UNIT HOLDER 

 

• Unit holders are entitled to the dividend that is paid as well as a proportionate interest of the 

scheme's assets. 

• After 42 days after the dividend declaration date, investors  to be eligible for dividends. 

• 10 working days of the redemption date, customers have the right to receive redemption checks. 

• The fund's AMC may be terminated by 75% of the owners of units with the prior consent of 

SEBI. 

• A resolution to terminate the scheme can be approved by 75% of the shares holders. 
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MUTUAL FUNDS REGULATORY BODY 

 

The securities and exchange board of India regulates all of the mutual fund’s firms mentioned above. 

Every mutual fund must register with SEBI. Due to its incorporation under a distinct Act of Parliament, 

A UTI was the lone exception. 

 

 Guidelines Issued by SEBI for a MUTUAL FUNDS: - 

The body in charge of regulating mutual fund is called SEBI. For mutual funds, SEBl maintains the 

following general rules: 

 

• Under the Indian Trust Act, mutual fund investments should be established as trusts that are run by 

asset management firms. (AMCs). 

• A Board of Directors and Trustee Companies must be established for Mutual Funds. They ought to 

have a board of directors as well. 

• The AMCs' net worth must be no less than Rs. 5 crores. 

• Trustees and AMCs of a mutual fund should be two different and distinct legal organisations. 

• No other fund may be managed through the AMC nor any of its subsidiaries. 

• SEBI must approve AMCs' Articles of Association as well as their Memorandum of Association. 

• The SEBI should have all mutual fund schemes registered. 

• Mutual funds must share at least 90% of their gains with investors. 

 

ROLE OF A FUND MANAGER 

The goals and objectives of the fund must be reflected in a consistent investing strategy that is put into 

practise by fund managers. Typically, fund managers research assets and keep an eye on market and 

economic trends to make wise investment selections. So, a fund manager's position is quite important. 

 

 

ACCOUNT STATEMENT 

A statement indicating the quantity of units allocated, purchased, and redeemed by you will be issued 

when the units are purchased or received. The entries would be logged, just as passbook entries in a 

bank. Account Statement is the term used in mutual fund jargon. 

The shareholder received an account of account detailing what he owns including the price when he 

purchased units following completing an investment in the mutual fund. The account statement 

generated by a computer cannot be bought or sold.  
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According to the account statement, 

information on the holdings, the quantity of outstanding units, or the value of the holdings 

The account statement shows every transaction including the purchase of components, redemption of 

components, dividend, reinvestment, etc. 

 

 

STRUCTURE FOR MUTUAL FUND 

 

According to the SEBI (Mutual Fund) Guidelines of 1993, a mutual funds (MF) is a business that was 

established with an investor in order to raise capital by the sale of unit to investors using a variety of 

securities investment schemes. 

The SEBI (Mutual Funds) Rules, 1996 have since taken the place of these rules. The proposed 

regulations' suggested structure is shown as follows. 

The Sponsor:  

The sponsor oversees the mutual fund operations, register it with the SEBI, and often owns a sizeable 

portion of the voting shares, maybe up to (100). However, neither dividends nor equity in the fund are 

vested in these shares. The investors are the sole owners of the stock, who may be represented by 

"preference redemption shares" without voting rights. With a few notable exceptions, the voting shares 

often decide how the Fund is run. The sponsor, who serves as the trusts's settlor, is in charge of managing 

the trust's assets for of the recipients, who are those who invest. A bare minimum of 40 percent of the 

capital for the business selected to manage the Trust's assets must also come from the sponsor. 

 

THE BOARD OF TRUSTEES:  

According to the Indian Registration Act of 1908, a mutual funds must be established as a trust and the 

legal document founding that trust must be registered. Control is exercised by the Board of Trustee of 

the Investment Company. The sponsoring organisation completes its trust agreement in the trustee' 

favour while a board of directors oversees the management fund. (MF). The MF trustees' duty is to see 

that the AMC's chosen programmes are launched and operated in accordance with SEBI rules and the 

covenants of the trust agreement. 

 

 ASSET MANAGEMENT COMPANY (AMC):  

An AMC is the organisation in charge of overseeing mutual funds. In reality, it performs the duties of a 

formalised "money portfolio manager." Numerous mutual funds plans with different or similar 

investment objectives may be offered by an AMC. An experienced money manager is hired by the AMC 

to buy and sell securities in accordance to the fund's stated goals. 

SEBI and/or RBI oversee each and every asset management firm.The board of directors oversees each 

mutual fund while representing the interests among the holders of a mutual fund's units. 
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This company develops and markets schemes, uses the schemes to ask for donations from the public, 

and then maintains those contributions on the behalf of its owners. The corpus is put in a legal vehicles 

so that the monies that were actually raised can be distinguished from the company's own money. The 

Fund's structure is governed by the legal vehicle's structure. In view of both the AMC's or a fund 

managers duty of care to the investors, it is more crucial that no matter the form. 

 

It is necessary for a different authority to oversee the AMC or fund manager's operations on behalf of 

the general public. The real estate of the schemes that  asset management company floated with the 

Trustees' consent make up the Trust's assets. Plans can have a specific investing emphasis, a portfolio 

composition, be open-ended or closed-ended, and a combination of these. Finally, any number of 

custodians are responsible for protecting the Trust's assets. 

 

THE CUSTODIAN: 

The responsibility for keeping the fund's cash or investment assets rests with the custodian. A number 

of brokers who execute deals for the fund's behalf usually own part of the fund's assets. Custodial A 

fixed charge or a portion of NAV are two more methods of payment. A broker often charges transaction-

based fees while acting as de facto custodian. 

A registrar or transfer agent, in addition to these four, serves as a significant party. 

 

THE ADMINISTRATOR: 

In addition to acting as a fund's registrar & transfer agent and maintaining the fund books & records, the 

administrator determines the NAV. The administrator's fees can range from a few hundreds of dollars 

per year to 0.5 to 0.65% of the net asset value, depending on the fund's level of detail. (NAV). 

The management fee may occasionally include the administrator's fees. In some instances, the 

administrator assigns the investment manager a portion of the duties, particularly the NAV certification. 

  

INDIA MUTUAL FUND REGULATIONS 

The SEBI and RBI oversee mutual fund regulation in India. the 1996 SEBI (Mutual Funds) Regulation 

The following are the elements of this regulation that apply to AMC: 

 

• The trustees must approve all of the AMC's proposed new schemes, and copies of their offer documents 

must be submitted to SEBI. 

• Investors must be given enough information in the offer letter to allow them to make a well-informed 

choice. 
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• The advertisements for plans should adhere to the SEBI-required commercial code or provide the 

method as well as regularity for the appraisal of investment sales or buy back in along with the 

investment objectives. 

• Within six months of the completion of the subscription period, each closed-end fund must be listed 

on a recognized stocks market. However, if the programme offers an annual salary or specific services 

to demographic groups like older citizens, women, children, and those with physical disabilities, listing 

is not required. The agreement is eligible for buyback within six months from the membership closing 

and the conditions of the buyback are mentioned in the offer document. 

• If the lowest and greatest sums at purchase, redemption, and/or periodic are mentioned in the offer 

documents, a closed-ended plan's units may be reopened for sales and redemption at a predetermined 

set interval. 

 

• With the approval of the majority of the unit's holders, the closed-ended scheme's units may also be 

transformed into open-ended schemes; the conversion option or window of opportunity are described in 

the offer document. 

 

• With the consent of the majority of the shareholders, A closed-ended fund's units can be rolled over. 

 

• Except for unit-linked schemes , no plan may be started for a duration longer than 45 days. 

 

• The minimum subscription amount and the amount of an  oversubscription which is planned to be 

maintained must be made explicit by the AMC in the offer document. When there is an oversubscription, 

all applicants who want up to 500 units will receive their whole allocation. 

• The AMC must reimburse if the requisite monthly fee is not received. 

• If  turned over, 75 percent of the schemes's members pass an agreement to do so, the trustee requires 

the scheme is wound up once a certain event happens, and SEBI orders it to be doing so in the best 

interests of investors, a close ended plan has to be terminated on the redemption date. 

 

 

 # Investing objectives and valuation policies. 

The investor will be given information on the price for which the units may be bought, sold, or at any 

point repurchased by a mutual fund. 

# General obligation 

•Every asset management business associated with each schemes is required to keep accurate books of 

accounts, records, and papers in order to provide every scheme's financial position at any time, to provide 

transaction clarification, and to, specifically, present an accurate and equitable assessment of each fund's 
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situation. The board must also be informed of where those records, books, or documents are kept by 

each asset management company. 

• The fiscal year of each of the Schemes must end on March31. 

 • An independent auditor who is not connected in any way to the assets management company's auditor 

must audit the yearly report of accounts of every mutual fund. This auditor must be independent from 

both the mutual funds and the asset management business. 

# Procedure in the event of a failure 

When it comes to any documents, records, or assets that may be in their possession or under their control 

and are related to their roles as the mutual fund, The mutual fund's trustee and/or asset management 

business, depending on the situation, are going to be obligated to the board's orders while the suspension 

is in effect. Additionally, they won't be able to perform any duties as an asset management firm or trustee 

for mutual funds. 

# SEBI Guidelines for Mutual Funds (2001-02): - 

• In order to give investors valuable information about how their money was used, all schemes of mutual 

fund are required to report the whole portfolio utilizing a standard format on a semi-annual basis. 

Additionally, mutual fund is required to disclose their holdings in other instruments, including as 

derivatives, ADRs, or GDRs, as well as the percentage of every kind of instrument in the total NAV. 

• Mutual funds are required to completely update and refresh the offer letter or memorandum at least 

once every two years in order to give the investor the information they need to make an informed 

investment decision. According to SEBI, the format for unaudited mutual fund half-yearly results has 

changed. As opposed to the prior two-month window, the results must now be made public no later than 

one month after the end of each half-year. The web pages of our mutual acquaintances will also publish 

these findings. 

 

• Most mutual fund plans must be introduced after six months on the arrival of the letter carrying SEBI's 

recommendations on the plan's offer document. If not, SEBI must receive a new offering document & 

filing cost. 

 

• Mutual funds that own more than 25% of the NAV in the scheme in substantial unit holdings must 

provide this information. 

#RBI oversees bank-owned mutual funds. 

Mutual funds that do not use UTI were first introduced by public sector banks. The RBI has the power 

to regulate banks. Because they are primarily participants in the capital market, bank-owned mutual 

fund companies are therefore supervised by the RBI, but it had been clearly obvious that every mutual 

fund are governed by the SEBI. As a result, both the RBI and SEBI continue to jointly supervise the 

bank-owned fund. It is generally accepted that SEBI will oversee all market- and investor-related fund 

activities, while RBI will be responsible for any issues relating to bank ownership of the AMC. 

Therefore, RBI policy regarding bank funds shouldn't contradict with SEBI rules. 
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#The RBI oversees Money Market Mutual fund 

The RBI is the one government body in charge of overseeing all transactions that occur in the money 

market. As a result, until November 23, 1995, RBI rules regarding mutual funds in the money market 

were in effect. This led to the decision as mutual funds in the money market offered by licensed mutual 

plans will be governed by the identical SEBI (MF) regulations, the year 1996, that have been made 

public for other mutual funds. However, the RBI still has the authority to decide whether investment 

funds can access the inter-call cash market. In order to create a pure interbank financial system, the RBI 

has put various restrictions in place through the agency's most recent credit policy. 

 

 

TYPES OF MUTUAL FUNDS 

A mutual fund scheme's structure and investing goal may be used to categorise it. ARISING FROM 

STRUCTURE: Depending on the structures, mutual funds’ investments can be open-ended or close-

ended. 

Most mutual funds are open-ended, meaning that they are free to sell or redeem shares. The fund expands 

as more shares are sold. If open-end funds become too large to manage effectively, they may periodically 

close to new investors; nevertheless, present owner may still make investments. When a fund closes in 

this manner, the investment firm that offered the fund frequently establishes a like product to take 

advantage of investor interest. 

Similar to stocks, closed-end mutual funds can be exchanged on the major marketplaces. Due to the fact 

that closed-end funds raise all of their capital at once and do not repurchase share that shareholders 

choose to sell, they only have a limited number of shares available. While you might be ready to pay 

more when the fund's stock has strong demand, closed-end fund share frequently trade for less than the 

value of their net assets (NAV). As contrast to open-ended money, whose values are only set once at the 

end of the day, their costs fluctuate continuously during the trading day. 

The amount of the first offer determines the maximum corpus size for closed-ended funds. 

 Schemes: 

Tax Saving Scheme 

 Equity Linked Savings Schemes (ELSS): 

Open-ended fund with a concentration on investing in equities-oriented instruments are equity linked 

savings programmes. (ELSS). Deposit placed in equity linked savings plans (ELSS) that exceed 10,000 

rupees are eligible for a tax credit of 20% or 15% under Section 88 in the Income Tax Act of 1961. 

Investors can get a 15% return if the gross total earnings is between Rs. 1.5 Lakh & Rs. 5 Lac and a 20% 

refund if it is among Rs. 1.50 Lac & Rs. 5 Lac. Most of the equity funds created through this strategy 

are diversified funds. The majority of these funds use an investment strategy similar to the funds under 

diversified funds for equity. 
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BASED ON INVESTMENT OBJECTIVE: 

 

Investors who wish to make investments in mutual fund investments have literally thousands of 

possibilities at their disposal. Before putting money into any specific fund, think about whether the risk 

and investment plan are suitable for you. Defining your financial goals and risk tolerance is the first step 

towards effective investment. Understanding what you are  collecting for , how you will utilise the 

money, plus the many risks one might take will help you more easily narrow down your selections. 

Equities (also known as "stock" funds), bonds (sometimes known as "bond" plans), as well as balanced 

funds make up the majority of mutual funds. (also called "hybrid" funds). Characteristics, risks, and 

benefits of each variety vary. In general, the risk of loss increases as the possible return increases. The 

following categories can be used to classify the schemes or funds: 

 

 

SCHEMES 

 

Capital Markets 

 

Deficit funds 

 

Equities funds #> Balanced funds: 

Another name for them is growth funds. They concentrate on stocks with the potential for significant 

financial gains but may not pay a monthly dividend. They guarantee stock shares will only increase in 

value. They invest in stocks of businesses with strong growth prospects (some of which might not pay 

dividends). Because to the high price volatility of these so-called growth shares, the NAV of such a fund 

will typically fluctuate. 

Individuals can also quickly benefit by investing in shares of small-cap firms and their initial public 

offerings. Yet, each fund may have a different growth plan. Growth funds don't all operate in the same 

way. Common equity funds include, among others: 

# Sector funds: 

 Pure capita is the objective once more! Yet, the plan is to invest in only one sector's shares. and refrain 

from diversifying like a growth fund. In order to maximise returns, these funds disregard the asset 

allocation concept. They are the most dangerous because of this. 

# Funds for tax planning: 

 

Growth funds, often known as equity connected saving plans, operate similarly and are therefore equally 

risky. However, an investor in these schemes is qualified for a 20% income-tax rebate Under Section 88 
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of the Income Tax Act. (up to a maximum of Rs 10,000). Equity share investments can provide the 

ability to participate in capital appreciation, which is effectively a perk for investors who would 

otherwise choose fixed-income investments such the Public Provident Fund in order to reduce their tax 

burden on their annual salary or business earnings. These programmes also have a three-year lock-in 

period as a result. Additionally, whereas other tax planning strategies give return guarantees, an ELSS 

does not. 

 

# Index funds: 

Objective is to mimic market performance. They do not include the selection of stocks by ostensibly 

qualified fund manager. An Index fund essentially makes initial stock market purchases in line with 

market indices (such the BSE Sensex and the Standard & Poor CNX Nifty) and conducts very little 

additional trading. Index funds have diverse portfolios that only include economic factors with a broad 

impact. 

 

Debt Funds: 

By investing in shares, corporate debentures, and many other fixed income instruments, they hope to 

provide principle protection and reliable income. The ratings granted to the debt issuer by credit rating 

organisations will also serve as a guide for the AMC in this situation. Where a debt instrument is unrated, 

the board of the AMC must specifically approve it. The majority of corporate debt is illiquid, so the fund 

invests in debt with a range of maturities in an effort to increase liquidity. Among the resources for 

common debt are: 

 

# Money market funds: 

These funds, which are also known as liquid plans, profit from interest rate turbulence. Most of their 

money is invested in fixed-income investments with one-year or less maturities. They're typically for 

helping park short-term funds that would typically earn a lesser rate of interest on savings accounts at a 

bank because they take cash from just as a few days. 

# Gilt funds:  

In order to offer returns commensurate to zero credit risk, they make investments in securities created 

and issued by the national & state governments along with other instruments authorised by the RBI . 

The rate of return is less than that of an income fund because they offer quick liquidity, tax-free income, 

with minimal risk. 

# BALANCED FUNDS:  

Combining the best elements of the debt and stock markets is the objective. They are additionally known 

as hybrid funds. Investments in fixed income have as their main objective to offer stability and consistent 

income distribution, whereas the goal of investing in stocks is to gain from capital growth. Depending 

on how much emphasis the fund managers place on risk versus return, the two asset classes will be split 

differently. Yet, because the investments are very large Investors who diversify lower their market risk. 

Equity shares typically make up between 50 and 65 percent of a portfolio's assets. 
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TYPES OF LOADS 

 

Your mutual fund's AMC is responsible for paying a variety of costs. As a result, it is able to recoup 

some of these costs from the investors for whom it is managing money. The yearly management charge 

(up to 1.25 percent for funds under 1 billion rupees and 1 percent for funds over 1 billion rupees) and 

entry and exit loads are the two components. 

ENTRY LOAD: 

Usually, loads are only relevant for open-ended designs. An entry load, often referred to as a sales load, 

serves primarily to aid the AMC in recouping expenses related to sales literature, shipping, promotion, 

and agent/broker commissions. The NAV and sales load both affect how much money an investor pays 

to invest in the fund. An investor must pay an extra fee at the point of entry known as an entry load. 

Assuming your suggested investment is 10,000,000 rupees. Assume that the entrance load is Rs. 0.50 

and that the fund's current NAV is Rs. 12.00. Following that, you will receive 800 units (10000/12.50). 

For each scheme, depending on the amount that was invested as well as how long was invested, the 

entrance burden can be variable. 

EXIT LOAD: 

On the other hand, when you redeem your units, exit load is charged. (if you withdraw within a certain 

time frame). The last reason is for more logical reasons, especially in the case of income and money 

market funds when a sudden exodus by several investors could put stress on the asset age profile of the 

fund. Short-term investors are therefore assessed an exit load in order to protect longer-term investors 

from being penalised. An exit load is a fee that an investor must pay when leaving a position. This fee 

is assessed to discourage investors from withdrawing their funds. Suppose that the fund's  current NAV 

is Rs. 12.00, and the cost of leaving burden is Rs. As a result, if you were to sell 800 things, your profit 

would be Rs. 9200 (800 x 11.5%). There may be a unique exit burden for each scheme. Additionally, 

this would depend on how much was invested and how long the relationship lasted. 

 

A VARIETY OF MUTUAL FUNDING PLANS 

It depends on the approach taken by the relevant programme. Nonetheless, each Mutual Fund plan 

typically offers 3 basic categories: 

# A dividend plan involves paying investors a dividend on a regular basis. 

# Under a reinvestment scheme, these dividends are put back into the programme. 

# When using a growth strategy, dividends are not paid, therefore the investor only gets money by 

driving up the fund's NAV. 

Any equity mutual fund is commonly referred to as "growth" in a very broad sense. Moreover, 

reinvesting dividends contributes to the "growth" of fixed income funds. Shareholder of these fixed 

income funds can choose among regular income by selecting the income option and growth through 

dividend reinvestment. 
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WHICH PLAN TO SELECT 

This is dependent on the investor's investing objective, which is dependent on the investor's income, 

age, financial obligations, risk tolerance, or tax situation. The former government worker is more likely 

to choose a income-sharing program than they are to choose a growth plan, compared with a high-

earning young individual. 

SYSTEMATIC INVESTMENT PLAN 

 

 Systematic investment plan is a fourth programme that is rising in popularity in addition to these three 

others. In a systematic investment plan, the investor makes a predetermined monthly commitment, and 

unit are credited to his account at the current NAV. These days, a lot of funds provide this facility. 

An investor can gain from a systematic investment plan (SIP) in two key ways: 

 

# It avoids making a large investment all at once. 

# When prices are falling, rupee-cost averaging reduces your overall acquisition cost. This suggests that 

you can get more units with the exact same investment by paying less. 

How Mutual Fund Function 

Mutual fund are a good choices for independent investor who lack in time and knowledge to thoroughly 

research and make investments in equities and bonds. 

A few mutual funds allow investors to purchase shares direct from the fund, but most mutual funds 

shares are obtained through broker, banks, financial consultants, or insurance agents.Upon any business 

day, every mutual fund can redeem (buy back) its shares, but only if it does so within seven days. To 

invest, one should visit a broker who is registered with a mutual fund or the mutual fund's local offices. 

An application must be filled out completely with all the relevant details, and the investment amount 

must be paid using a check and demand draught. 

A mutual fund sells stock and bond shares to clients in exchange for cash, just like any other business. 

It's interesting to note that funds cannot issue an agreed-upon quantity of stocks,  

The majority of corporations issue new shares for every new investment. The fund and all of its assets 

are owned by investors, along with a percentage of the fund. Using the funds from investors, the fund 

then purchases securities such as stocks or bonds. The securities a fund invests in are its main assets. 

(Other assets, such as equipment, make up a relatively small portion of a firm's total assets. 
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MUTUAL FUNDS' POTENTIAL FOR PROFIT 

 

A mutual fund has three potential revenue streams. 

 

Dividend payments –  

Dividends and interest payments may be generated by the investments in a fund's portfolio. The fund 

pays practically all of its revenue in dividends to its owners despite deducting its declared expenses. 

 

Distributions for Capital Gains –  

These are paid out of any gains the fund makes while selling investments. A fund's holdings in securities 

may appreciate in value. A fund makes a capital gain when it sells a security whose price has grown. A 

great deal of funds disburse such capital gain DISTRIBUTIONS (less all capital loss) to shareholders 

towards the close of the year. 

 

 

Increasing NAV –  

The NAV, or net asset value, of a fund and its shares will improve when the market value of its holdings 

rises despite subtracting costs and liabilities. Your investment's increasing worth is reflected in the 

greater NAV. 

 

Several factors may cause a fund to sell investments: 

 

• To gain from the increasing value of an investment. 

• To achieve performance objectives. 

• To make money available for new investment endeavours. 

• The fund's investors want to sell the shares back in order to avoid further loss in a position that is losing 

value and to have enough cash to redeem the shares. THE ANALYSIS OF MUTUAL FUNDS 

REQUIRES DATA. 

 

FACTORS TO CONSIDER 

Determining what kind of fund is most appropriate can be aided by considering long-term investment 

plans and risk tolerance. But someone should also think about how future changes in fees and taxes can 

effect returns. 
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DEGREES OF RISK 

Investments in mutual funds may not be entirely risk-free. The only real distinction between mutual 

fund investing and investing in the markets is the far lower controlled risks associated with mutual fund 

investing as a result of skilled fund management. The market risk is a crucial risk that comes with 

investing in mutual funds. The majority of equities funds will likewise face a decline while the market 

is in a rut. Yet, skilled fund management virtually eliminates the company-specific risk. 

 

There is some risk associated with every investment. Anyone could lose all or a portion of their 

investment since a fund's holdings of assets fluctuate in value. The market's condition may also have an 

impact on dividend or interest payments. 

Study a fund's brochure and shareholder reports before investing to understand its investing philosophies 

and any potential hazards. Risk that fall beyond the norm and at variance with your financial goals could 

be involved in higher return investments. 

 

According to financial theory, maintaining a portfolio of assets rather than just one asset will allow an 

investor to lower his overall risk. This is due to the fact that keeping all of your assets in a single asset 

makes your entire portfolio dependent on its performance. This risk is significantly decreased by 

building a portfolio with a variety of assets. 

 

HOW SAFE ARE MUTUAL FUNDS: 

They carry some risk because they are financial intermediaries. Mutual fund risk is similar to that 

contained in other financial instruments when measured in terms of potential financial loss. 

Yet, they provide a more convenient method of investing and are often safer. 

By choosing the mutual fund you believe was most appropriate given your risk profile, you may manage 

risk. However, picking specific stocks that will meet your needs and fit with your personality can be 

difficult. 

 

Compared to individual shares, a mutual fund portfolio is also simpler to keep track of. Also, they do 

not pose any systemic risks. (like bad deliveries). Private mutual funds usually provide quick liquidity, 

in contrast to fixed deposits, which are more likely to be redeemed one month after they mature, and 

shares of stock at the end of their settlement term, that can be exchanged within three to four working 

days. Additionally, this lowers overall investment risk, which is typically less obvious and is 

consequently disregarded by many investors. 
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TAX CONSEQUENCES 

Each year, income tax must be paid on the dividends or interest earned while purchasing and holding a 

single stock or bond. 

Mutual funds are distinctive. Regardless of whether you decide to reinvest them or not, you have to pay 

tax on earnings on all regular dividends you receive in the year that you invest in mutual fund shares. 

Additionally, if you sell your shares, you might be liable for taxes on both any personal gains from the 

sale and the fund's capital profits each year. This is so that mutual funds are required by law to distribute 

gains to owners if they buy stocks at a price that cannot be offset by a losses. 

 

 

Tax Exempt Fund 

You might be completely or partially excluded from paying federal (and occasionally state and local) 

income tax on the distribution of dividends from tax-exempt funds, such as municipal bond funds. 

No matter whether the fund has experienced a loss since you purchased the shares throughout the year, 

you will surely have to pay taxes when you receive a capital gain dividend. According to SEC rules, 

mutual funds must disclose its after-tax return in their prospectuses. Mutual funds are required to employ 

standardised procedures that are similar to those used to determine average yearly total returns before 

taxes for computing after-tax returns. Make sure to account for taxes when comparing investment 

options. 

 

RETURNS 

Mutual funds are not allowed to guarantee returns under SEBI regulations. Nevertheless, fund launched 

through Asset Management Companies of public sector financial institutions and banks were permitted 

to ensure return to the unit holders so long as their parent sponsor was prepared to offer a specific 

assurance to uphold such a claim. However, mutual funds typically are unable to provide their investors 

of steady returns. 

Investors must understand that investments in mutual funds function as medium- or long-term loans. As 

a result, extremely large short-term benefits cannot be maintained over time. However, mutual funds 

often beat most other investment options in the short to long run while removing the risk involved with 

investing directly and Professional funds Management. 

 

Benefits and drawbacks 

Each investment has benefits and drawbacks. Therefore, it's necessary to keep in mind that some 

characteristics might not be significant to you but are to one investor. Your personal situation will 

determine whether a given feature is advantageous to you. Mutual funds are an appealing option for 

certain investors since they often give the following benefits: 

Professional money managers meticulously evaluate, pick, and track the outcomes of any securities the 

fund's purchases after conducting extensive study on each one. 
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“Avoid putting all your eggs in a single basket is a saying” perfectly describes the diversified investing 

strategy. You can reduce your risk in the event that a business or industry falls by diversifying your 

investments. Some investor discover that using mutual fund investments makes it simpler to add to their 

portfolio than buying individual equities or bond. 

Affordability - Many mutual funds go after people with limited financial resources by imposing modest 

restrictions on first-time purchases, recurring monthly purchases, and both. 

Mutual fund owners simply have the option to sell their holdings at any point for the current price plus 

any applicable taxes and redemption costs. This is referred to as flexibility and liquidity. You can 

methodically invest or withdraw money in line with your demands and convenience using tools like 

standard investment strategies, standard withdrawal methods, and dividend reinvestment plans. 

 

Simple entry and exit - To join or leave a mutual fund, you only need to fill out the application for the 

fund's membership and redemption form. However, you must both a brokerage account and a depository 

participant account to be able to purchase and sell equity shares. Some investors might find this to be 

excessive. 

Section 88 over Equity Linked Saving Schemes, Sections 54EA & 54EB for the option of reinvested 

gains in fund investments, and tax-free status over stock-oriented plans over a period for 3 years 

beginning on April 1, 1999, are examples of tax benefits. 

 

Transparency: Along with disclosures on the specific investment that comprise one's plan, the 

proportion spent in each asset class, & the investing philosophies and viewpoint of the fund 

management, one also receives frequent updates on the value of the investment. 

 

All mutual fund have been register with SEBI and are well-regulated and their operations are subject 

to stringent guidelines created to safeguard investors' interests. SEBI routinely keeps an eye on Mutual 

Fund operations. 

 

However, there are other aspects of mutual funds that some investors may consider disadvantages, 

including: 

 

# Expenses Despite Poor Performance : 

However, investors are still liable for covering costs like annual dues, sales commissions, and other fees. 

Depending on when they invested, shareholders may also be required to pay taxes on the profits and 

distributions they receive, regardless of whether the fund underperform after they bought shares. 
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# Absence of Control: 

Investors frequently are unable to determine the exact asset combination in an investment fund at any 

given time. They also are unable to directly influence the exact moment of these transactions or the 

assets that the fund management buys and sells. 

 

#Price Uncertainty:  

By calling your broker or accessing financial portals, you can easily find real-time (or virtually real-

time) price data for a certain stock. The price changes of a stock can be monitored from day to day even 

second to second. On the other hand, when purchasing mutual funds, the cost at which you purchase or 

redeemed shares is frequently determined by the fund's overall value (NAV), that may not have been 

available until after you placed your order. Mutual Funds are generally required to determine its Net 

Asset Value  no less than once per business day. 

                                                         

                                                     

 

Reference  

 

Following recommendations can be made after a review of Mahindra & Mahindra's consumer awareness 

level regarding mutual funds and other goods and services: - 

#  Mahindra & Mahindra has to work on strengthening its market intelligence system. As a result, it will 

continue to understand its clients better and learn more about its competitors and market conditions. 

# Mahindra & Mahindra needs to increase its advertising budget in order to take advantage of efficient 

marketing and make certain customers are aware of both their new and existing products and services. 

# Mahindra & Mahindra ought to boost the number of its outlets at convenience of the general 

population, not just throughout urban areas but additionally in semi-urban and rural regions. 

#  The client must be completely satisfied. 
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CONCLUSION 

 

This research claims that a lack of interest in mutual funds is caused by people's ignorance, lack of 

comprehension, or loss of faith. More over 50% of people make investments totaling over 10 percent of 

their income. The three most popular types of investments are accounts for savings, fixed deposits, or 

Post Office Savings. Mutual funds are an additional alternative for investing money, but only 37.33% 

of individuals are aware of this and just 32.14% have used them. Open-ended mutual funds are the 

investment vehicle of choice for most customers. The majority of investors are attracted to invest in 

mutual funds for a variety of reasons, such as fixed and regular income, tax advantages, liquidity, and 

flexibility. Approximately 65% of respondents said that investing in 

Only 27% of individuals are aware that Standard Chartered Bank, Prudential ICICI Securities, Kotak 

Mahindra, Prudential Birla, and other mutual funds, in addition to the Single Mutual Fund, are advised 

by Mahindra & Mahindra. 

 

This survey shows that, despite offering a variety of services, Mahindra & Mahindra and other private 

Firms continue to enjoy the majority of the public's trust. Yet, the majority of individuals are happy with 

the way mutual funds operate. 
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