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An Overview – Mutual Funds
Mutual Funds - The Logic behind Investing in Them   
Mutual funds are investment companies that pool money from investors at large and offer to sell and buy back its shares on a continuous basis and use the capital thus raised to invest in securities of different companies. 
At the beginning of this millennium, mutual funds out numbered all the listed securities in New York Stock Exchange. Mutual funds have an upper hand in terms of diversity and liquidity at lower cost in comparison to bonds and stocks. The popularity of mutual funds may be relatively new but not their origin which dates back to 18th century. Holland saw the origination of mutual funds in 1774 as investment trusts before spreading to Anglo-Saxon countries in its current form by 1868.

A Brief of How Mutual Funds Work

Mutual funds can be either or both of open ended and closed ended investment companies depending on their fund management pattern. An open-end fund offers to sell its shares (units) continuously to investors either in retail or in bulk without a limit on the number as opposed to a closed-end fund. Closed end funds have limited number of shares.

Mutual funds have diversified investments spread in calculated proportions amongst securities of various economic sectors. Mutual funds get their earnings in two ways.
· First is the most organic way, which is the dividend they get on the securities they hold. 
· Second is by the redemption of their shares by investors will be at a discount to the current NAVs (net asset values).

Are Mutual Funds Risk Free and what are the Advantages?

One must not forget the fundamentals of investment that no investment is insulated from risk. Then it becomes interesting to answer why mutual funds are so popular. To begin with, we can say mutual funds are relatively risk free in the way they invest and manage the funds. 

· The investment from the pool is well diversified across securities and shares from various sectors. The fundamental understanding behind this is not all corporations and sectors fail to perform at a time. And in the event of a security of a corporation or a whole sector doing badly then the possible losses from that would be balanced by the returns from other shares.

· This logic has seen the mutual funds to be perceived as risk free investments in the market. Yes, this is not entirely untrue if one takes a look at performances of various mutual funds. This relative freedom from risk is in addition to a couple of advantages mutual funds carry with them. So, if you are a retail investor and planning an investment in securities, you will certainly want to consider the advantages of investing in mutual funds. 

· Lowest per unit investment in almost all the cases

· Your investment will be diversified

· Your investment will be managed by professional money managers

Getting Started 

Before we move to explain what is mutual fund, it’s very important to know the area in which mutual funds works, the basic understanding of stocks and bonds.

Stocks 

Stocks represent shares of ownership in a public company. Examples of public companies include Reliance, ONGC and Infosys. Stocks are considered to be the most common owned investment traded on the market.

Bonds 

Bonds are basically the money which you lend to the government or a company, and in return you can receive interest on your invested amount, which is back over predetermined amounts of time. Bonds are considered to be the most common lending investment traded on the market. 
There are many other types of investments other than stocks and bonds (including annuities, real estate, and precious metals), but the majority of mutual funds invest in stocks and/or bonds.

Net asset value

The net asset value, or NAV, is the current market value of a fund's holdings, minus the fund's liabilities,that is usually expressed as a per-share amount. For most funds, the NAV is determined daily, after the close of trading on some specified financial exchange, but some funds update their NAV multiple times during the trading day. The public offering price, or POP, is the NAV plus a sales charge. Open-end funds sell shares at the POP and redeem shares at the NAV, and so process orders only after the NAV is determined. Closed-end funds (the shares of which are traded by investors) may trade at a higher or lower price than their NAV; this is known as a premium or discount, respectively. If a fund is divided into multiple classes of shares, each class will typically have its own NAV, reflecting differences in fees and expenses paid by the different classes.

Some mutual funds own securities which are not regularly traded on any formal exchange. These may be shares in very small or bankrupt companies; they may be derivatives; or they may be private investments in unregistered financial instruments (such as stock in a non-public company). In the absence of a public market for these securities, it is the responsibility of the fund manager to form an estimate of their value when computing the NAV. How much of a fund's assets may be invested in such securities is stated in the fund's prospectus.

The price per share, or NAV (net asset value), is calculated by dividing the fund's assets minus liabilities by the number of shares outstanding. This is usually calculated at the end of every trading day.
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When you invest in a mutual fund, you are buying units or portions of the mutual fund and thus on investing becomes a shareholder or unit holder of the fund. 

Mutual funds are considered as one of the best available investments as compare to others they are very cost efficient and also easy to invest in, thus by pooling money together in a mutual fund, investors can purchase stocks or bonds with much lower trading costs than if they tried to do it on their own. But the biggest advantage to mutual funds is diversification, by minimizing risk & maximizing returns.   

Diversification
Diversification is nothing but spreading out your money across available or different types of investments. By choosing to diversify respective investment holdings reduces risk tremendously up to certain extent.  

The most basic level of diversification is to buy multiple stocks rather than just one stock. Mutual funds are set up to buy many stocks. Beyond that, you can diversify even more by purchasing different kinds of stocks, then adding bonds, then international, and so on. It could take you weeks to buy all these investments, but if you purchased a few mutual funds you could be done in a few hours because mutual funds automatically diversify in a predetermined category of investments (i.e. - growth companies, emerging or mid size companies, low-grade corporate bonds, etc). 
Regulatory Authorities 
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To protect the interest of the investors, SEBI formulates policies and regulates the mutual funds. It notified regulations in 1993 (fully revised in 1996) and issues guidelines from time to time. MF either promoted by public or by private sector entities including one promoted by foreign entities is governed by these Regulations. 

SEBI approved Asset Management Company (AMC) manages the funds by making investments in various types of securities. Custodian, registered with SEBI, holds the securities of various schemes of the fund in its custody.

According to SEBI Regulations, two thirds of the directors of Trustee Company or board of trustees must be independent.


The Association of Mutual Funds in India (AMFI) reassures the investors in units of mutual funds that the mutual funds function within the strict regulatory framework. Its objective is to increase public awareness of the mutual fund industry.

AMFI also is engaged in upgrading professional standards and in promoting best industry practices in diverse areas such as valuation, disclosure, transparency etc.

Types of Mutual Funds Schemes in India 

Wide variety of Mutual Fund Schemes exists to cater to the needs such as financial position, risk tolerance and return expectations etc. thus mutual funds has Variety of flavors, Being a collection of many stocks, an investors can go for picking a mutual fund might be easy. There are over hundreds of mutual funds scheme to choose from. It is easier to think of mutual funds in categories, mentioned below.

Overview of existing schemes existed in mutual fund category: BY STRUCTURE 
1. Open - Ended Schemes: 
An open-end fund is one that is available for subscription all through the year. These do not have a fixed maturity. Investors can conveniently buy and sell units at Net Asset Value ("NAV") related prices. The key feature of open-end schemes is liquidity. 

2. Close - Ended Schemes:
These schemes have a pre-specified maturity period. One can invest directly in the scheme at the time of the initial issue. Depending on the structure of the scheme there are two exit options available to an investor after the initial offer period closes. Investors can transact (buy or sell) the units of the scheme on the stock exchanges where they are listed. The market price at the stock exchanges could vary from the net asset value (NAV) of the scheme on account of demand and supply situation, expectations of unitholder and other market factors. Alternatively some close-ended schemes provide an additional option of selling the units directly to the Mutual Fund through periodic repurchase at the schemes NAV; however one cannot buy units and can only sell units during the liquidity window. SEBI Regulations ensure that at least one of the two exit routes is provided to the investor.

3. Interval Schemes:
Interval Schemes are that scheme, which combines the features of open-ended and close-ended schemes. The units may be traded on the stock exchange or may be open for sale or redemption during pre-determined intervals at NAV related prices.
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The risk return trade-off indicates that if investor is willing to take higher risk then correspondingly he can expect higher returns and vise versa if he pertains to lower risk instruments, which would be satisfied by lower returns.  For example, if an investors opt for bank FD, which provide moderate return with minimal risk. But as he moves ahead to invest in capital protected funds and the profit-bonds that give out more return which is slightly higher as compared to the bank deposits but the risk involved also increases in the same proportion.

Thus investors choose mutual funds as their primary means of investing, as Mutual funds provide professional management, diversification, convenience and liquidity. That doesn’t mean mutual fund investments risk free. This is because the money that is pooled in are not invested only in debts funds which are less riskier but are also invested in the stock markets which involves a higher risk but can expect higher returns. Hedge fund involves a very high risk since it is mostly traded in the derivatives market which is considered very volatile. 

Overview of existing schemes existed in mutual fund category: BY NATURE
1. Equity fund: 
These funds invest a maximum part of their corpus into equities holdings. The structure of the fund may vary different for different schemes and the fund manager’s outlook on different stocks. The Equity Funds are sub-classified depending upon their investment objective, as follows: 

· Diversified Equity Funds 

· Mid-Cap Funds 

· Sector Specific Funds 

· Tax Savings Funds (ELSS) 

Equity investments are meant for a longer time horizon, thus Equity funds rank high on the risk-return matrix. 

2. Debt funds:
The objective of these Funds is to invest in debt papers. Government authorities, private companies, banks and financial institutions are some of the major issuers of debt papers. By investing in debt instruments, these funds ensure low risk and provide stable income to the investors. Debt funds are further classified as:

· Gilt Funds: Invest their corpus in securities issued by Government, popularly known as Government of India debt papers. These Funds carry zero Default risk but are associated with Interest Rate risk. These schemes are safer as they invest in papers backed by Government.

· Income Funds: Invest a major portion into various debt instruments such as bonds, corporate debentures and Government securities. 

· MIPs: Invests maximum of their total corpus in debt instruments while they take minimum exposure in equities. It gets benefit of both equity and debt market. These scheme ranks slightly high on the risk-return matrix when compared with other debt schemes. 

· Short Term Plans (STPs): Meant for investment horizon for three to six months. These funds primarily invest in short term papers like Certificate of Deposits (CDs) and Commercial Papers (CPs). Some portion of the corpus is also invested in corporate debentures. 

· Liquid Funds: Also known as Money Market Schemes, These funds provides easy liquidity and preservation of capital. These schemes invest in short-term instruments like Treasury Bills, inter-bank call money market, CPs and CDs. These funds are meant for short-term cash management of corporate houses and are meant for an investment horizon of 1day to 3 months. These schemes rank low on risk-return matrix and are considered to be the safest amongst all categories of mutual funds.

3. Balanced funds:
As the name suggest they, are a mix of both equity and debt funds. They invest in both equities and fixed income securities, which are in line with pre-defined investment objective of the scheme. These schemes aim to provide investors with the best of both the worlds. Equity part provides growth and the debt part provides stability in returns.
Further the mutual funds can be broadly classified on the basis of investment parameter.
Each category of funds is backed by an investment philosophy, which is pre-defined in the objectives of the fund. The investor can align his own investment needs with the funds objective and invest accordingly. 

By investment objective:
· Growth Schemes: Growth Schemes are also known as equity schemes. The aim of these schemes is to provide capital appreciation over medium to long term. These schemes normally invest a major part of their fund in equities and are willing to bear short-term decline in value for possible future appreciation.

· Income Schemes: Income Schemes are also known as debt schemes. The aim of these schemes is to provide regular and steady income to investors. These schemes generally invest in fixed income securities such as bonds and corporate debentures. Capital appreciation in such schemes may be limited. 

· Balanced Schemes: Balanced Schemes aim to provide both growth and income by periodically distributing a part of the income and capital gains they earn. These schemes invest in both shares and fixed income securities, in the proportion indicated in their offer documents (normally 50:50).

· Money Market Schemes: Money Market Schemes aim to provide easy liquidity, preservation of capital and moderate income. These schemes generally invest in safer, short-term instruments, such as treasury bills, certificates of deposit, commercial paper and inter-bank call money.

Other schemes 
· Tax Saving Schemes:
Tax-saving schemes offer tax rebates to the investors under tax laws prescribed from time to time. Under Sec.88 of the Income Tax Act, contributions made to any Equity Linked Savings Scheme (ELSS) are eligible for rebate.

· Index Schemes:
Index schemes attempt to replicate the performance of a particular index such as the BSE Sensex or the NSE 50. The portfolio of these schemes will consist of only those stocks that constitute the index. The percentage of each stock to the total holding will be identical to the stocks index weightage. And hence, the returns from such schemes would be more or less equivalent to those of the Index.

· Sector Specific Schemes:
These are the funds/schemes which invest in the securities of only those sectors or industries as specified in the offer documents. E.g. Pharmaceuticals, Software, Fast Moving Consumer Goods (FMCG), Petroleum stocks, etc. The returns in these funds are dependent on the performance of the respective sectors/industries. While these funds may give higher returns, they are more risky compared to diversified funds. Investors need to keep a watch on the performance of those sectors/industries and must exit at an appropriate time. 

Some other types of mutual funds as discussed in Wikipedia:
Exchange-traded funds

A relatively recent innovation, the exchange-traded fund or ETF, is often structured as an open-end investment company. ETFs combine characteristics of both mutual funds and closed-end funds. ETFs are traded throughout the day on a stock exchange, just like closed-end funds, but at prices generally approximating the ETF's net asset value. Most ETFs are index funds and track stock market indexes. Shares are issued or redeemed by institutional investors in large blocks (typically of 50,000). Most investors buy and sell shares through brokers in market transactions. Because the institutional investors normally purchase and redeem in in kind transactions, ETFs are more efficient than traditional mutual funds (which are continuously issuing and redeeming securities and, to effect such transactions, continually buying and selling securities and maintaining liquidity positions) and therefore tend to have lower expenses.

Exchange-traded funds are also valuable for foreign investors who are often able to buy and sell securities traded on a stock market, but who, for regulatory reasons, are limited in their ability to participate in traditional U.S. mutual funds.

Index funds versus active management
An index fund maintains investments in companies that are part of major stock (or bond) indexes, such as the S&P 500, while an actively managed fund attempts to outperform a relevant index through superior stock-picking techniques. The assets of an index fund are managed to closely approximate the performance of a particular published index. Since the composition of an index changes infrequently, an index fund manager makes fewer trades, on average, than does an active fund manager. For this reason, index funds generally have lower trading expenses than actively managed funds, and typically incur fewer short-term capital gains which must be passed on to shareholders. Additionally, index funds do not incur expenses to pay for selection of individual stocks (proprietary selection techniques, research, etc.) and deciding when to buy, hold or sell individual holdings. Instead, a fairly simple computer model can identify whatever changes are needed to bring the fund back into agreement with its target index.

Certain empirical evidence seems to illustrate that mutual funds do not beat the market and actively managed mutual funds under-perform other broad-based portfolios with similar characteristics. One study found that nearly 1,500 U.S. mutual funds under-performed the market in approximately half of the years between 1962 and 1992. An analysis of the equity funds returns of the 15 biggest asset management companies worldwide from 2004 to 2009 showed that about 80% of the funds have returned below their respective benchmarks. Moreover, funds that performed well in the past are not able to beat the market again in the future (shown by Jensen, 1968; Grinblatt and Sheridan Titman, 1989)..
Hedge funds
Hedge funds in the United States are pooled investment funds with loose, if any, SEC regulation, unlike mutual funds. Some hedge fund managers are required to register with SEC as investment advisers under the Investment Advisers Act of 1940. The Act does not require an adviser to follow or avoid any particular investment strategies, nor does it require or prohibit specific investments. Hedge funds typically charge a management fee of 1% or more, plus a “performance fee” of 20% of the hedge fund's profit. There may be a "lock-up" period, during which an investor cannot cash in shares. A variation of the hedge strategy is the 130-30 fund for individual investors.

Share classes
Mutual funds may offer different types of shares, known as classes. For a given fund, each class will invest in the same portfolio of securities and will have the same investment objectives and policies. But each class will have different shareholder services and/or distribution arrangements with different fees and expenses. As a result, each class will likely have different performance results.

As an example, a fund may have three classes of shares that are sold to the general public – Class A, Class B, and Class C – and a class that is sold only to institutional investors – Class I.

· Class A shares often have a front-end sales load (a type of fee that investors pay when they purchase fund shares).

· Class B shares often have no front-end sales load, instead having a contingent deferred sales load, or CDSL (a type of fee paid when fund shares are sold, and that typically decreases to zero over time) and a 12b-1 fee. Class B shares also may convert automatically to a class of shares with a lower 12b-1 fee (usually Class A) if held long enough.

· Class C shares might have a 12b-1 fee and a front-end sales load or CDSL, but these would be lower than a Class A’s front-end sales load or a Class B’s CDSL. Class C shares usually do not convert to another class. 

· Class I would be sold only to institutional investors and might have different fees and expenses. These generally have very high minimum investment requirements. In some cases, by aggregating regular investments made by many individuals, a retirement plan (such as a 401(k) plan) may qualify to purchase "institutional" shares (and gain the benefit of their typically lower expense ratios) even though no members of the plan would qualify individually.

Load and expenses
Main article: Mutual fund fees and expenses
A front-end load or sales charge is a commission paid to a broker by a mutual fund when shares are purchased, taken as a percentage of funds invested. The value of the investment is reduced by the amount of the load. Some funds have a deferred sales charge or back-end load. In this type of fund an investor pays no sales charge when purchasing shares, but will pay a commission out of the proceeds when shares are redeemed depending on how long they are held. Another derivative structure is a level-load fund, in which no sales charge is paid when buying the fund, but a back-end load may be charged if the shares purchased are sold within a year.

Load funds are sold through financial intermediaries such as brokers, financial planners, and other types of registered representatives who charge a commission for their services. Shares of front-end load funds are frequently eligible for breakpoints (i.e., a reduction in the commission paid) based on a number of variables. These include other accounts in the same fund family held by the investor or various family members, or committing to buy more of the fund within a set period of time in return for a lower commission "today".

It is possible to buy many mutual funds without paying a sales charge. These are called no-load funds. In addition to being available from the fund company itself, no-load funds may be sold by some discount brokers for a flat transaction fee or even no fee at all. (This does not necessarily mean that the broker is not compensated for the transaction; in such cases, the fund may pay brokers' commissions out of "distribution and marketing" expenses rather than a specific sales charge. The buyer is therefore paying the fee indirectly through the fund's expenses deducted from profits.)

No-load funds include both index funds and actively managed funds. The largest mutual fund families selling no-load index funds are Vanguard and Fidelity, though there are a number of smaller mutual fund families with no-load funds as well. Expense ratios in some no-load index funds are less than 0.2% per year versus the typical actively managed fund's expense ratio of about 1.5% per year. Load funds usually have even higher expense ratios when the load is considered. The expense ratio is the anticipated annual cost to the investor of holding shares of the fund. For example, on a $100,000 investment, an expense ratio of 0.2% means $200 of annual expense, while a 1.5% expense ratio would result in $1,500 of annual expense. These expenses are before any sales commissions paid to purchase the mutual fund.

Many fee-only financial advisors strongly suggest no-load funds such as index funds. If the advisor is not of the fee-only type but is instead compensated by commissions, the advisor may have a conflict of interest in selling high-commission load funds.

Types of returns
There are three ways, where the total returns provided by mutual funds can be enjoyed by investors:

· Income is earned from dividends on stocks and interest on bonds. A fund pays out nearly all income it receives over the year to fund owners in the form of a distribution.

· If the fund sells securities that have increased in price, the fund has a capital gain. Most funds also pass on these gains to investors in a distribution.

· If fund holdings increase in price but are not sold by the fund manager, the fund's shares increase in price. You can then sell your mutual fund shares for a profit. Funds will also usually give you a choice either to receive a check for distributions or to reinvest the earnings and get more shares.

Pros & cons of investing in mutual funds:
For investments in mutual fund, one must keep in mind about the Pros and cons of investments in mutual fund. 

Advantages of Investing Mutual Funds:
1. Professional Management - The basic advantage of funds is that, they are professional managed, by well qualified professional. Investors purchase funds because they do not have the time or the expertise to manage their own portfolio. A mutual fund is considered to be relatively less expensive way to make and monitor their investments.
2. Diversification - Purchasing units in a mutual fund instead of buying individual stocks or bonds, the investors risk is spread out and minimized up to certain extent. The idea behind diversification is to invest in a large number of assets so that a loss in any particular investment is minimized by gains in others. 

3. Economies of Scale - Mutual fund buy and sell large amounts of securities at a time, thus help to reducing transaction costs, and help to bring down the average cost of the unit for their investors. 4. Liquidity - Just like an individual stock, mutual fund also allows investors to liquidate their holdings as and when they want. 

5. Simplicity - Investments in mutual fund is considered to be easy, compare to other available instruments in the market, and the minimum investment is small. Most AMC also have automatic purchase plans whereby as little as Rs. 2000, where SIP start with just Rs.50 per month basis.

Disadvantages of Investing Mutual Funds:
1. Professional Management- Some funds doesn’t perform in neither the market, as their management is not dynamic enough to explore the available opportunity in the market, thus many investors debate over whether or not the so-called professionals are any better than mutual fund or investor him self, for picking up stocks. 

2. Costs – The biggest source of AMC income, is generally from the entry & exit load which they charge from an investors, at the time of purchase. The mutual fund industries are thus charging extra cost under layers of jargon.

3. Dilution - Because funds have small holdings across different companies, high returns from a few investments often don't make much difference on the overall return. Dilution is also the result of a successful fund getting too big. When money pours into funds that have had strong success, the manager often has trouble finding a good investment for all the new money.

4. Taxes - when making decisions about your money, fund managers don't consider your personal tax situation. For example, when a fund manager sells a security, a capital-gain tax is triggered, which affects how profitable the individual is from the sale. It might have been more advantageous for the individual to defer the capital gains liability.

The  Association  of  Mutual  Funds  in  India (AMFI)  is  dedicated  to  developing  the  Indian  Mutual  Fund  Industry  on  professional,  healthy  and  ethical  lines  and  to  enhance  and  maintain  standards  in  all  areas  with  a  view  to  protecting  and  promoting  the  interests  of  mutual  funds  and  their  unit  holders. 

Mutual funds in India

The first mutual fund to be introduced in India was way back in 1963 when the Government of India launched Unit Trust of India (UTI). UTI enjoyed a monopoly in the Indian mutual fund market till 1987 when a host of other government controlled Indian financial companies came up with their own funds. These included State Bank of India, Canara Bank, Punjab National Bank etc. This market was made open to private players in 1993 after the historic constitutional amendments brought forward by the then Congress led government under the existing regime of Liberalization, Privatization and Globalization (LPG). The first private sector fund to operate in India was Kothari Pioneer which was later merged with Franklin Templeton.

 Current Scenario
The major fund houses to operate in India are:

Fortis
Birla Sunlife
Bank of Baroda
HDFC
ING Vysya
ICICI Prudential
SBI Mutual Fund
Tata
Kotak Mahindra
Unit Trust of India
Reliance
IDFC
Franklin Templeton
Sundaram Mutual Fund
Religare Mutual Fund
Principal Mutual Fund
Mutual funds are an under tapped market in India
Despite being available in the market for over two decades now with assets under management equaling Rs 7,81,71,152 Lakhs (as of 28 February 2010) (Source: Association of Mutual Funds, India) , less than 10% of Indian households have invested in mutual funds. A recent report on Mutual Funds Investments in India published by research and analytics firm, Boston Analytics, suggests investors are holding back from putting their money in mutual funds due to their perceived high risk and a lack of information on how mutual funds work. This report is based on a survey of approximately 10,000 respondents in 15 Indian cities and towns as of March 2010.There are 43 Mutual Funds at present.

The primary reason for not investing appears to be correlated with city size. For example, as depicted in the exhibit below, among respondents with a high savings rate, close to 40% of those who live in metros and Tier I cities cited such investments were very risky, whereas 33% of those in Tier II cities said they did not how and where to invest in such assets.







On the other hand, among those who invested, close to nine out of ten respondents did so because they felt these assets to be more professionally managed than other asset classes. Exhibit 2 lists some of the influencing factors for investing in mutual funds.Interestingly, while non-investors cite “risk” as one of the primary reasons they do not invest in mutual funds, those who do invest cite the fact that they are “professionally managed” and “more diverse” most often as the reasons they invest in mutual funds versus other investments.




Thinking of Mutual fund? Here are the tips!!!

Investing in mutual funds requires that you have a fair amount of knowledge of securities market, economy and the law governing mutual funds apart from an all-round knowledge and a bit of street smartness. This article makes you aware of:

· What are the points that help you to arrive at a decision while investing in mutual funds?

· Learn how mutual funds can be a better option

· How to invest in mutual funds?

Investing in mutual funds requires that you have a fair amount of knowledge of securities market, economy and the law governing mutual funds apart from an all-round knowledge and a bit of street smartness. When you buy mutual funds you are actually investing in the shares of a certain corporation which is an investment company or a trust. Such corporations share the dividend earned on their investments among all the investors. Thus the fruit of some of the finest money management is eaten by all the investors. We will briefly see how mutual funds work before proceeding on to explore ways of investing in mutual funds.

How Do Mutual Funds Work and How To Buy Mutual Funds?

Mutual funds work on the principle of pooling money from countless number of investors and investing in various instruments such as bonds, stocks and money market in short term instruments. This means investors who do not or were not able to buy shares from other buyers or from exchanges can buy shares/units of mutual funds that have purchased the same shares. Principally a fund trades, invests and redeems its holding of shares to maximize the returns on its investment and dividends. The entire earnings are shared among the share holders of a particular fund whose names are recorded in the books of the mutual fund on a given date (record date) though some funds have a different ways of sharing the dividends.

Buying mutual fund actually means investing in mutual funds and to a certain degree you can rest assured that you are safe at the hands of the best money managers. However even on your part, you need top make an investment decision when you buy shares of a particular mutual fund.


Here is a brief check list that helps you arrive at a decision. [image: image7.wmf]
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Decide on the amount of money you can set aside to investing in mutual funds

1. Decide for your self whether you can wait till a new fund is launched and you can buy at their IPO or buy from the secondary market or from the company it self (IPO's generally do not charge any loads/fees)

2. Open end funds have greater liquidity in comparison to closed end funds which have a limited number of shares. Pick your investment from these.

3. The important decision is when you have to pick an instrument to invest in. There are many funds with very good performance records. They will have invested in particular genre and sector of securities. Consider the following:

a. Funds invested on short term money market instruments return higher returns but carry a greater element of risk than funds invested on bonds and G-Secs.

b. Though Index Funds are a volatile lot, they all the more follow the same curve as the index; you can derive higher returns depending on your timing of entry and exit.

c. Industry experts recommend funds which returned stable and increasing income over various periods to short term high returning funds. You can consider funds that returned consistently and considerably for three years.

4. Double check on mutual funds that invest in stocks of non public companies and derivatives or real estate and mortgages. Non public companies and others here are not at obligation to publish financial results and so you have no way of knowing the performance of your investment tied to these companies

5. Do not forget to check on the history and experience of the mutual funds you have short listed.

Best Tips to do an Analysis of Mutual Funds

Before investing in mutual funds a proper analysis is required. While all analyses' efforts are aimed at maximizing returns and minimizing risks, it is the latter that gains importance as the single most fundamental criterion to compare mutual funds. This article makes you aware of:

· How can you do a mutual fund analysis?

· important is the risk factor analysis?

· Why is it important to track the record of mutual fund companies?

Investing in mutual funds is not a child's play unless one does a mutual funds' analysis. At least it is not as easy as picking top performers going by indices and investing in them. While all analyses' efforts are aimed at maximizing returns and minimizing risks, it is the latter that gains importance as the single most fundamental criterion to compare mutual funds.

Fundamental Objectives of Investment

To begin with our mutual funds' analysis you need to be clear about the investment objectives you have, that is whether the objective is growth of capital or regular income. Whatsoever be the case, the basics of objective of investment are not to be forgotten.

Tips To Do Mutual Fund Analysis

It is needless to say that you need to have some rudimentary knowledge of investing in stocks and securities apart from street smartness to research mutual funds. Here are a few tips for analysis before investing mutual funds. We will begin our exercise from the point you have collected all the relevant information about competing funds.

Look At The Portfolio of Your Pick of Funds

Most of the plans will have invested in multiple stocks or securities for diversification. Critical point here is in what proportion they have invested in different stocks. Giving a higher weightage to a high returning stock leaves less opportunity for broader allocation and may back fire when market is bearish (plummeting steadily). Also higher returning stocks carry high element of risk.

The Optimum Portfolio Size

What should be the optimum portfolio size (assortment investments under one plan) for your pick of fund? Well, opinions are divided about this, but it is crucial to look into the specifics of stock bets and sectors you will be exposed to. Higher exposure to specific sectors may see you loosing out on broad based rallies in the bourses (stock markets). Optimally 65 % to 85% may be allocated in stocks from different sectors for diversification plus growth and the balance being in typical bond and money market instruments.

Is Your Pick of Funds Really Diversified

Notice that the competing plans, though from different fund companies, perform almost on par as if they have a correlation. They indeed have. So, does it mean you have diversified by spreading your money amongst them? Well, think again. Similar plans have similar pattern of their holdings of stocks and with a similar portfolio. This means, in actual effect you are not diversifying. They all go up and down almost as if they do it in tandem. For clear diversification, pick those with different portfolios though they are similar plans (ex: growth, index or dividend paying etc).

Take a Look At Risk Factor
Legendary investor Warren Buffett says risk results from putting money in stocks that are not among the best. It is not important how big a portfolio your plan has, instead how many of them are the best of the stocks. For example, a prospectus may tell you they invest in 50 stocks for a particular plan. But you can easily say not more than half of them are fundamentally good.

Don't Ignore Expenses

Every fund charges some kind of fees/loads to cover expenses. Then there are taxes to pay in most of the cases. Typical average expense charged by fund managers is 1.5% though there are funds that charge you as low as 0.2% also. Even 1.5% might appear a small figure but it could make a big difference to you over a long invested period even if you had invested as little as $ 10,000. (Find out a fund's expense ratio at Yahoo! Finance Quote Box).

Track the Track Record of Companies 

To check mutual funds The shortest time frame you should check for is three year period. As mutual funds are long term investments, it is better to stick to a fund (plus its manager) that has shown consistent performance over long periods (a ten years time is the benchmark). A hot performance of a quarter or a year may suck investors who chase them but even for a short term investment, it is advisable that long term track records are important.

Who Is Managing Your Fund

Finally taking a look at the fund's manager should tell you why the fund is performing as it had. If a fund has a new manager at the helm of affairs after a strong five year performance, it is something to be cautious. Not that you should refrain from that company. Digging deeper into his historical abilities at managing funds throws light on his track record as a fund manager There are times when you come out winners even with blind investing. But it pays to do a thorough research even in a bull market before investing.

Best guide for selecting the right mutual funds

Selecting best mutual funds mean a lot more than deciding by indices and their past performances. However, you need to remember one thing that there is no quick gratification in investments of any kind. This article tells you regarding:

· How can you select a mutual fund for investment?

· Is it important to pick up companies that are performing above average?

· Is it advisable to compare mutual funds across category?

When your investment purpose is for saving for retirement, then risk minimization should be your mantra. And one of the best avenues for you to invest now is mutual funds as they have an average of 50 stocks in each portfolio for diversification and cushioning the risks. Selecting best mutual funds mean a lot more than deciding by indices and their past performances. However, you need to remember one thing that there is no quick gratification in investments of any kind.

Let us discuss the dos and don'ts of selecting the best mutual funds. These points should serve as guidelines for making decision on whether your pick is among the best in the industry or not.

Dos In Selecting the Best Mutual Fund

1. Draw down your investment objective. There are various schemes suitable for different needs. For example retirement plan, capital growth etc. Also get clear about your time frame for investment and returns. Equity funds are not advisable for short term because of their long term nature. You can consider money market and floating rate funds for short term gains. This equals asking - What kind of mutual fund is right for me?

2. Once you have decided on a plan or a couple of them, collect as much information as possible on them from different sources offering them. Funds' prospectus and advisors may help you in this.

3. Pick out companies consistently performing above average. Mutual funds industry indices are helpful in comparing different funds as well as different plans offered by them. Some of the industry standard fund indices are Nasdaq 100, Russel 2000, S&P fund index and DSI index with the latter rating the Socially Responsible Funds only. Also best mutual funds draw good results despite market volatility. 

4. Get a clear picture of fees & associated cost, taxes (for non-tax free funds) for all your short listed funds and how they affect your returns. Best mutual funds have lower cost out go.

5. Best mutual funds maximize returns and minimize risks. A number called as Sharpe Ratio explains whether a fund is risk free based on its expected returns compared against a risk free money market fund.

6. Some funds have the advantage of low minimum initial investments. You can start investing even with $250 a month. This is advisable for building asset bases over a long period with small regular investments.

Don'ts In Selecting Best Mutual Funds

Like there are pit falls in every investment sphere you must be careful about even while investing in mutual funds. Here is a list of don'ts you must consider for selecting best performing mutual funds

· Don't go by the past performance alone. For, an average of performance over a period will not tell you whether the performance is growing or at least maintained in the recent years.

· Don't go by hearsay about the reputations of a fund. There are various rating agencies which index the mutual funds regularly based on multiple factors. It forms your first step in finding the best performing mutual funds.

· Don't invest huge sums of money in a single fund or all the money in one go. Spread out your investments rationally. For example: Index funds for high returns, bond funds for lower risks, 401 (k) retirement plans and so on.

· Don't ignore absolute returns. NAVs and percentage growths don't factor-in the taxes and charges. Higher loads can diminish you in absolute returns. Some of the funds load you at both buying as well as selling. Even no load funds have fees such as Rule 12-b fees.

· Don't chase a mutual fund because it is performing great in a bull run in the stock market. Once the market stagnates or the trend reverses these funds will follow suit.

· Don't compare a mutual fund across the category. This means a diversified fund should not be compared with index fund. While choosing a best one compare funds from the same category regardless of the promoting companies.

It is definitely not easy to pick a few best mutual funds from those in the market. It is like searching for the proverbial needle in the stack of hay. However, a best mutual fund is one that charges low fees, that sticks to principles and investment styles, that puts your interest on top of every thing else. The most important character of best mutual funds is they don't just know how to ride a bull run but also a bear market

Is the time ripe to buy mutual funds?

Buying mutual funds have never been difficult even considering the complexities involved in it. Mutual funds market has grown big enough in the last decade or so that it has almost always out performed the stock market. This article throws light on:

· How to pick a mutual fund from the huge pool of existing funds?

· When you can sell the mutual funds?

· How much you can earn from mutual funds?

Those of you who are looking to investing money in order that higher returns can be made must have concluded stock market is too hot for you especially so when you are a new and a novice investor. But sulking that you are loosing out on action while others are walking to their banks merrily is not necessary. Take a look at the world of mutual funds. Mutual funds market has grown big enough in the last decade or so that it has almost always out performed the stock market. Yes, there is big money to be made in mutual fund investment too provided you played your cards with aplomb.

How to Buy Mutual Funds?

Buying mutual funds have never been difficult even considering the complexities involved in it. You can buy mutual funds as easily as 1-2-3. Here are the typical steps involved when you want to buy mutual funds

· You can buy mutual funds when mutual fund companies make initial public offerings. At this time you will usually have to pay the basic face value and not the market dictated price that includes a premium as in many cases. Filling out an application form with a payment of some initial deposit is all it takes.

· Buying mutual funds called closed end funds is from stock exchanges. Closed end funds are initially sold by fund companies in limited numbers and they are listed in a stock exchange to facilitate trading by investors. These will be usually at premium prices or as dictated by demands in the market (higher demands for various reasons attract higher premiums).

· Buying mutual funds called closed end funds is from stock exchanges. Closed end funds are initially sold by fund companies in limited numbers and they are listed in a stock exchange to facilitate trading by investors. These will be usually at premium prices or as dictated by demands in the market (higher demands for various reasons attract higher premiums).

· You can also buy mutual funds (open end funds - funds purchasable perpetually from the company). Here the price at which you buy will be a figure called as NAV in the industry circles. This term stands for net asset value, a figure that denotes the current value of a share of the company after adding the earnings and deducting the expenses and taxes equally amongst all the number of shares.

· How do you mutual funds online? Most companies and banks that are in the mutual funds business facilitate online buying of mutual funds to their customers. They need you to have a trading as well as a demat account and connect your bank account to this. You can log on to a broker's or the company's own trading internet portal to be able to buy online. Once online you can choose from the array of exchange traded mutual funds (ETF) and open end funds too. Your trades will be either credited or debited to your demat account (an account to hold dematerialized shares - electronic form of shares) instantaneously. This is some what like you can transfer funds from your bank account.

What Kind of Funds to Buy and how to pick From a Huge Pool of Existing funds?

Well. It is not easy to pick from a really huge pool of funds. Add to it the spate of new public offers every now and then, to make things worse. But you have your objectives in place. If it is making money, you sure would not want to go to money market funds in a big way.

Stock Funds for Growth

You can bet a good chunk of your money on growth funds such as index funds and sector funds. These are also called as stock funds in a broader sense. Stock funds come in different varieties like index funds that invest and track specific index (S&P, DOWJONES etc) and sector specific funds that invest and track for example automotive sector. Do not pool your entire money in any one fund as it deprives you of growth benefits of other funds.

401 (k) Plans

For retirement plans you can choose from many of the 401 (k) plans. These funds appreciate in value over long periods and carry lesser risk compared to growth funds. It is a tailor made fund for those looking for safer investment for retirement. The advantage here is your employer makes an equal contribution to yours and your contribution is from your before-tax salary. Your account will not be taxed until you withdraw thus paving way for faster growth.

Balanced Funds

Balanced Funds or Managed Funds allocate assets in predetermined proportions among government securities (bonds, T-Bills) for safety and in stocks for rapid growth. Investment in stocks grow rapidly (rapid and higher growth are associated with risks too) while government securities give a sort of cushion with their definite but slow growth. Most funds let you switch allocation for a small fee. Exercise the switch over option when growth falls behind your expectation.

When To Sell Your Mutual Funds?

You can sell your holdings at various occasions depending on your needs and gratification levels. But all of these are determined and guided by solid understanding of the trade backed by your gut feeling.

· Over time, the appreciation in the value of your share could exceed/meet your expectation. Selling at this time in full or partly is advisable.

· You may want to sell when your shares in a mutual fund/s is not performing or is on the decline. Selling at this time may see you loosing some money but can consider selling in order that you stop further loss. In real terms this may not be actual loss if the decline had started after the prices have appreciated.

· Sell when there is a southward change in the relative performance of your fund. When your fund is underperforming and the peers along with the market in general is up at least by half in a long term scenario, it is time to sell.

· There are times when the objective, size of the fund and the fund manager change. For example if you bought into the fund for its mid cap investments to find out later that it invests in large and blue chip companies, your objectives don't match with that of the fund's. Like wise changing the manager may adversely affect the fortunes of the fund.

· Changes in expenses, particularly in money market funds and bond funds can not be sustained owing to their nature of returns. Higher expenses will eat into your earnings reducing your yield.

· You can also sell when you want to free up money for some other reason. Here it (whether you sell for profit or loss) mostly depends on the urgency of the matter that is demanding money.

· You may not want to remain invested in a particular fund (particularly closed end) perpetually. You can sell, fully or partly when your target price is achieved.

Returns From Investing In Mutual Funds?

· Answer to this depends on many factors importantly like your purchase price, your selling price apart from the funds' performance, associated fees & charges and taxes. It also depends considerably on how many shares you have invested in and for how long you remained invested. While the former is directly proportional to your earning the latter has a bearing on the value appreciation. However if this is any indication, there are incidences of certain funds yielding up to 70% of the investment over long periods. 

Making money with mutual funds depends a lot on sound knowledge of the market coupled with some street smartness and a little bit of luck as with any other strategically made investment. Paying attention to every small movement and acting wise can really see you making more money than you had thought.

An Overview of Systematic Investment Plan (SIP)
A systematic investment plan or SIP (as it is more commonly known) is a way to invest in mutual funds regularly.

The idea is for you to set apart a sum every month or quarter, and use that to buy units of a particular mutual fund, regardless of its price. People like such a system because it helps them save regularly and build up an investment.

Setting up an SIP is really easy, and all you need is an account with a stock broker. I will take an example of ICICI Direct, and show you how easy it is to set up an SIP.

All you need to do is log in to your account and go to the “Mutual Funds” tab and click on SIP.




You will then see three drop-downs. One with “AMC” on top, second with “”Fund Category” and third with “Fund Sub – Category”. Say you want to buy SBI Magnum Taxgain; select “SBI FUNDS MANAGEMENT PVT LIMITED”, from the AMC, “Equity” from Fund Category and “Tax Planning” from Fund Sub Category. Click on “Go”, and you will see a list of options with your SBI Magnum Tax gain in it. Choose the Dividend or Growth option and click SIP.

Once done – you will be all set, and as far as setting up a SIP is concerned, it couldn’t get any easier than this. The hard part of course is knowing what to buy.

1. Regular saving habit: Perhaps the best benefit of setting up a SIP is that it forces you to set apart some money every month and enforces saving discipline on you.You could argue that this can be done without a SIP also, and you are right, – just that automation enforces a little more rigor.

2. Protects you from timing the market: If you have already committed money to a SIP – you will most likely continue to invest regardless of a big fall or huge gains in the market. This in turn will enable you to invest regularly rather than try to time the market, which not many small investors can do successfully.

Non benefits of SIPs
1. Tax planning: Yes, setting up a SIP in a tax planning mutual fund will help you reduce taxes, but if you invest the same amount at one go in the same mutual fund – you will get the same tax benefit. Tax benefit is not something exclusive to a SIP.

2. SIP lead to building wealth: Good saving and investing habits are more likely to help you accumulate wealth in the long run, but there is no guarantee that you will end up doing so. Especially, if you invest in equity mutual funds.

3. Ignore the spreadsheets: I came across more than a couple of websites that had examples of how a person could accumulate more units because of regular investing when compared with someone who buys in bulk. These calculations are just based on the assumptions the respective authors make, and there is no guarantee that you will accumulate more units if you bought units regularly. A lot depends on market gyrations and nothing can be said with certainty.

                                   10 MYTHS ABOUT SIP


Investment in equity mutual funds or unit linked insurance should always be done in SIP mode: I remember in 1999 when Templeton Mutual fund would talk about SIP – the market looked at it skeptically. And it took a lot of convincing for customers to accept it. Now, life has come a full circle. Everybody wants to (always) invest using an SIP. If you have the maturity and calmness to realize that equities are for the long term and are willing to give your funds about 10 years, and you have a lump sum, you can afford to give the SIP route a pass. However, if your horizon is less than five years, you must do an SIP. 
I do rupee cost averaging in a single equity – that is a kind of SIP is it not? This is a question I face every day. No, a rupee cost averaging in a single scrip cannot be equated to an SIP. When the market brings down the price of a single scrip, it is giving you information. You need to react to that. 
Let us take 2 examples – Lupin Laboratories – has moved from a high of Rs 700 to Rs 100 and back to Rs 700. The question to ask here is not whether an SIP would have worked. The question to ask is whether you would have had the stomach to continue the SIP through this period. Silverline Technologies moved from Rs 30 to Rs 1300 to Rs 14! In this case, if you had started an SIP at a price of Rs 1300, today you would be licking your wounds. SIP works in a portfolio, not in a single scrip. 
You cannot invest a lump sum in the same account in which you are doing an SIP:  Many people assume that if they are doing an SIP in a particular fund, and suddenly they have a surplus, they cannot put that lump sum in that account. Fact is, in case you are doing an SIP of Rs 10,000 per month in an equity fund, and suddenly you have a surplus of Rs 100,000 and clearly you have a 10-year view on the same, then you can just push it into your SIP account. SIP is just a payment mode, not a scheme! 
If I miss investing for a particular month, will they prosecute me? Now, this is the fear of EMI that people have. In an SIP you are buying an investment every month (or quarter), there is no question of prosecuting you for missing one investment. As a matter of discipline, you should not miss any month; however, missing one month’s investment is not a crime! 
When you have a surplus (accumulation stage of your life) you should do an SIP and during retirement you should do a Systematic Withdrawal Plan (SWP): No. You should ideally keep your withdrawals only from an income fund or a bank fixed deposit. You should sell an equity fund on some other basis, say deciding to sell 20% of your portfolio in a year so that the return is 4 times the 30 year historic return. SWP, by definition cannot work in an equity fund!  

SIP works for everybody, but does not work for me: Another myth. SIP works in a well-diversified equity fund in the long run. When people put forth arguments that it does not work for them, they have either not chosen a good fund or are looking at a 12 month horizon. 
SIP is only for small investors: Nothing can be farther from the truth. I have a client who has invested Rs 32.66 lakhs using SIP, starting from January 1998 till date. Obviously, he has invested much more in later years as his income went up and the funds together are worth Rs 97 lakhs, substantially higher than his provident fund. 
Market is at very high level to start an SIP: I have heard this when the index was 3000 also. I have no clue where the market is headed, but I know SIP works! 
All fund houses are now charging a full load on the SIP, so now SIP will not work Why not time the market? Introducing an entry load was expected to happen and it has happened. What actually hurts the retail investor is the asset management charges – 2.5% in most cases is a bigger threat to compounding! (Also read - How to optimize your tax using mutual funds?) 

If I do an SIP in a tax plan, can I withdraw all the money on completion of 3 years? Another regular question almost! Every installment has to be with the fund house for 3 years. The lock-in comes from the Income tax rules, which say that a tax saving scheme should have a 3-year lock-in. You cannot escape that by doing an SIP!
The author, PV Subramanian, is a financial domain trainer. 


A word of caution
Usually, a fund charges 2.25% of invested amount as the ‘entry load’. However, in some cases this amount may get reduced. You should also keep in mind the contribution after taking into account the cash flows available.

Check if there are any incremental transaction charges attached to each investment. Especially in the case of auto-debit, there may be a fee for every transaction.

You need to remain invested in a Daily SIP for at least 3 years to reap the benefits, and monitoring this on a daily basis can be annoying.

If you should fail to pay the SIP amount on any particular working day, your investment will not default but your return will be adjusted against the failure of payment for that day.

Sortino Ratio
What Does Sortino Ratio Mean?
A ratio developed by Frank A. Sortino to differentiate between good and bad volatility in the Sharpe ratio. This differentiation of upwards and downwards volatility allows the calculation to provide a risk-adjusted measure of a security or fund's performance without penalizing it for upward price changes. It it is calculated as follows:
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Investopedia explains Sortino Ratio
The Sortino ratio is similar to the Sharpe ratio, except it uses downside deviation for the denominator instead of standard deviation, the use of which doesn't discriminate between up and down volatility.

This ratio allows investors to assess risk in a better manner than simply looking at excess returns to total volatility, since such a measure does not consider how often the price of the security rises as opposed to how often it falls. 

Sources of this article: www.investorwords.com

5 MAIN TYPES OF RISK

There are five main indicators of investment risk that apply to the analysis of stocks, bonds and mutual fund portfolios. They are alpha, beta, r-squared, standard deviation and the Sharpe ratio. 

These statistical measures are historical predictors of investment risk/volatility and are all major components of modern portfolio theory (MPT). The MPT is a standard financial and academic methodology used for assessing the performance of equity, fixed-income and mutual fund investments by comparing them to market benchmarks. 

All of these risk measurements are intended to help investors determine the risk-reward parameters of their investments. 

 Alpha 
Alpha is a measure of an investment's performance on a risk-adjusted basis. It takes the volatility (price risk) of a security or fund portfolio and compares its risk-adjusted performance to a benchmark index. The excess return of the investment relative to the return of the benchmark index is its alpha. 

Simply stated, alpha is often considered to represent the value that a portfolio manager adds or subtracts from a fund portfolio's return. A positive alpha of 1 means the fund has outperformed its benchmark index by 1%. Correspondingly, a similar negative alpha would indicate an underperformance of 1%. For investors, the more positive an alpha is, the better it is.

Beta 
Beta, also known as the beta coefficient, is a measure of the volatility, or systematic risk, of a security or a portfolio in comparison to the market as a whole. Beta is calculated using regression analysis, and you can think of it as the tendency of an investment's return to respond to swings in the market. By definition, the market has a beta of 1 Individual security and portfolio values are measured according to how they deviate from the market. 

A beta of 1.0 indicates that the investment's price will move in lock-step with the market. A beta of less than 1 indicates the investment will be less volatile than the market, and correspondingly, a beta of more than 1 indicates the investment's price will be more volatile than the market. For example, if a fund portfolio's beta is 1.2, it's theoretically 20% more volatile than the market. 
Conservative investors looking to preserve capital should focus on securities and fund portfolios with low betas, whereas those investors willing to take on more risk in search of higher returns should look for high-beta investments. 
R-Squared 
R-Squared is a statistical measure that represents the percentage of a fund portfolio's or security's movements that can be explained by movements in a benchmark index. For fixed-income securities and their corresponding mutual funds, the benchmark is the U.S. Treasury Bill and likewise, with equities and equity funds, the benchmark is the S&P 500 Index. 

R-squared values range from 0 to 100. According to Morningstar, a mutual fund with an R-squared value between 85 and 100 has a performance record that is closely correlated to the index. A fund rated 70 or less would not perform like the index. 
Mutual fund investors should avoid actively managed funds with high R-squared ratios, which are generally criticized by analysts as being "closet" index funds. In these cases, why pay the higher fees for so-called "professional management" when you can get the same or better results from an index fund? (To learn more, read "Understanding Volatility Measurements," "The Lowdown On Index Funds" and "Benchmark Your Returns With Indexes.")


Standard Deviation 
Standard deviation measures the dispersion of data from its mean. In plain English, the more that data is spread apart, the higher the difference is from the norm. In finance, standard deviation is applied to the annual rate of return of an investment to measure its volatility (risk). A volatile stock would have a high standard deviation. With mutual funds, the standard deviation tells us how much the return on a fund is deviating from the expected returns based on its historical performance. 

Sharpe Ratio 
Developed by Nobel laureate economist William Sharpe, this ratio measures risk-adjusted performance. It is calculated by subtracting the risk-free rate of return (U.S. Treasury Bond) from the rate of return for an investment and dividing the result by the investment's standard deviation of its return. 
The Sharpe ratio tells investors whether an investment's returns are due to smart investment decisions or are the result of excess risk. This assessment is very useful, because although one portfolio or security can reap higher returns than its peers, it is only a good investment if those higher returns do not come with too much additional risk. The greater an investment's Sharpe ratio, the better its risk-adjusted performance. (Keep reading about this subject in "Understanding The Sharpe Ratio" and "The Sharpe Ratio Can Oversimplify Risk."
Many investors tend to focus exclusively on investment return, with little concern for investment risk. The five risk measures we have just discussed can provide some balance to the risk-return equation. The good news for investors is that these indicators are calculated for them, and are available on several financial Web sites, as well as being incorporated into many investment research reports. As useful as these measurements are, keep in mind that when considering a stock, bond, or mutual fund investment, volatility risk is just one of the factors you should be considering that can affect the quality of an investment. 

This article is from Investopedia.com , the Web's largest site dedicated to financial education.. 
Top 5 mutual funds manager

Benjamin Graham 

The "father of security analysis" is in the top spot. Many may not think of Benjamin Graham as a fund manager, but he qualifies because he managed the modern equivalent of a closed-end mutual fund with his partner Jerome Newman from 1936-1956.

Investment Style: Deep value investing. (For more on value investing, read Stock-Picking Strategies: Value Investing and Value Investing Using The Enterprise Multiple.


Best Investment: GEICO (NYSE:BRK.A) - It spun-off to Graham-Newman shareholders at $27 per share and rose to the equivalent of $54,000 per share. Oddly, the GEICO purchase became his most successful investment, although it didn't fit into his deep discount strategy very well. Most of Graham's positions were sold in less than two years, but he held GEICO stock for decades. His main investments were numerous low-risk arbitrage situations. 
Major Contributions: He wrote "Security Analysis" with fellow Columbia Professor David Dodd (1934), "The Interpretation of Financial Statements" (1937) and later, "The Intelligent Investor" (1949), which inspired Warren Buffett to seek out Graham and study under him at Columbia and later to work for him at the Graham-Newman Corporation. 

Graham also helped start what would later become the CFA Institute. Graham started on Wall Street in 1914 - long before securities markets were regulated by the Securities and Exchange Commission (SEC) and saw the need for certification of security analysts - thus the CFA exam.
 (Besides Buffett, Graham also mentored numerous pupils who went on to have fabulous investment careers of their own, but whose names aren't in the public eye. (For more on Graham, read The Intelligent Investor: Benjamin Graham and The 3 Most Timeless Investment Principles.)

Estimated Return: Reports vary due to the time period in question as well as the calculation methods used, but John Train reported in "The Money Masters" (2000) that Graham's fund, the Graham-Newman Corporation, earned 21% annually over 20 years. "If one invested $10,000 in 1936, one received an average of $2,100 a year for the next 20 years, and recovered one's original $10,000 at the end." 

Sir John Templeton 

According to Forbes Magazine, Templeton is the "dean of global investing" and was knighted by the Queen of England for his contributions. Templeton was a philanthropist, Rhodes Scholar, CFA Charterholder and a benefactor to Oxford University who pioneered global investing and found the best opportunities in crisis situations.  

Investment Style: Global contrarian and value investor.

His strategy was to buy investments when, in his words, they hit the "point of maximum pessimism." As an example of this strategy, Templeton bought shares of every public European company trading for less than $1 per share at the outset of World War II, including many that were in bankruptcy. He did this with $10,000 of borrowed money. After four years, he sold them for $40,000. This profit financed his foray into the investment business. Templeton also sought out underappreciated fundamental success stories around the world. He wanted to find out which country was poised for a turnaround before everyone else knew the story. 

Best Investments:

· Europe, at the start of World War II 

· Japan, 1962 

· Ford Motors (NYSE:F), 1978 (it was near bankruptcy)  

· Peru, 1980s. 

· Shorted technology stocks in 2000 

Major Contributions: Built a major part of today's Franklin Resources (Franklin Templeton Investments). Templeton College at Oxford University's Said Business School is also named after him. 

Estimated Return: He managed the Templeton Growth Fund from 1954 to 1987. Each $10,000 invested in the Class A shares in 1954 would have grown to more than $2 million by 1992 (when he sold the company) with dividends reinvested, or an annualized return of about 14.5%. 

T. Rowe Price, Jr. 

T. Rowe Price entered Wall Street in the 1920s and founded an investment firm in 1937, but he didn't start his first fund until much later. Price sold the firm to his employees in 1971, and it eventually went public in the mid 1980s. He is commonly quoted as saying, "What is good for the client is also good for the firm." 
Investment style: Value and long-term growth.

Price invested in companies that he believed had good management, were in "fertile fields" (attractive long-term industries), and were industry leaders. He wanted companies that could grow for many years because he preferred to hold investments for decades.

Best Investments: Merck (NYSE:MRK) in 1940; he reportedly made more than 200 times his original investment. Coca-Cola (Nasdaq:COKE), 3M (NYSE:MMM), Avon Products (NYSE:AVP) and IBM (NYSE:IBM) were other notable investments. 

Major Contributions: Price was one of the first to charge a fee based on the assets under management and rather than a commission for managing money. Today, this is common practice. Price also pioneered the growth style of investing by aiming to buy and hold for the long term and combining this with wide diversification. He founded publicly traded investment manager T. Rowe Price (Nasdaq:TROW) in 1937. (For more insight on growth investing, see Stock-Picking Strategies: Growth Investing.)

Results: Individual fund results for Price are not very useful as he managed a number of funds, but two were mentioned in Nikki Ross' book "Lessons from the Legends of Wall Street"(2000). His first fund was started in 1950 and had the best 10-year performance of the decade - approximately 500%. Emerging Growth Fund was founded in 1960 and was also a standout performer with such names as Xerox (NYSE:XRX), H&R Block (NYSE:HRB) and Texas Instruments (NYSE:TXN) (also a long-time holding of Philip Fisher).
John Neff 

The Ohio-born Neff joined Wellington Management Co. in 1964 and stayed with the company for more than 30 years managing three of its funds. One of John Neff's preferred investment tactics was to invest in popular industries through indirect paths, for example, in a hot homebuilder market he may have looked to buy companies that supplied materials to the homebuilders. 
Investment Style: Value, or low P/E, high-yield investing.
Neff focused on companies with low price-earnings ratios (P/E ratios) and strong dividend yields. He sold when investment fundamentals deteriorated or the price met his target price. The psychology of investing was an important part of his strategy. 
He also liked to add the dividend yield to the growth in earnings and divide this by the P/E ratio for a "you get what you pay for" ratio. For example, if the dividend yield was 5% and the earnings growth was 10%, then he would add these two together and divide by the P/E ratio. If this was 10, then he took 15 (the "what you get" number) and divided it by 10 (the "what you pay for" number). In this example the ratio is 15/10 = 1.5. Anything over 1.0 was considered attractive.

Best Investment: In 1984/1985, Neff started to acquire a large stake in Ford Motor Company; three years later, it had increased to nearly four times 

what he'd originally paid.

Major Contributions: Wrote an investing how-to book covering his entire career year by year entitled "John Neff on Investing"(1999). 

Results: John Neff ran the Windsor Fund for 31 years ending in 1995 and earned a return of 13.7%, versus 10.6% for the S&P 500 over that time span. This amounts to a gain of more than 55 times an initial investment made in  1964.

Peter Lynch 

A graduate of Penn's Wharton School of Business, Lynch practiced what he called "relentless pursuit." He visited company after company to find out if there was a small change for the better that the market hadn't picked up on yet. If he liked it, he'd buy a little and if the story got better, he'd buy more, eventually owning thousands of stocks in what became the largest actively managed mutual fund in the world, the Fidelity Magellan Fund.

Investment style: Growth and cyclical recovery
Lynch is generally considered to be a long-term growth style investor, but is rumored to have made most of his gains through traditional cyclical recovery and value plays. 

Best Investments: Pep Boys (NYSE:PBY), Dunkin' Donuts, McDonald's (NYSE:MCD); they were all "tenbaggers" 

Major Contributions: Lynch made Fidelity Investments into a household name. He also wrote several books, namely "One Up on Wall Street"(1989) and "Beating the Street" (1993). He gave hope to do-it-yourself investors saying "use what you know and buy to beat Wall Street gurus at their own game."

Results: Lynch is widely quote as saying that a $1,000 in Magellan on May 31, 1977, it would have been worth $28,000 on by 1990.

Conclusion 
These top money managers amassed great fortunes not only for themselves, but for those who invested in their funds as well. One thing they all have in common is that they often took an unconventional approach to investing and went against the herd. As any experienced investor knows, forging your own path and producing long-term, market-beating returns is no easy task. As such, it's easy to see how these five investors carved a place for themselves in financial history.

by Daniel Myers,CFA
Daniel Myers has earned the CFA designation, and has managed money for investors since 1998.
Top mutual funds   source: www.mutualfundsindia.com
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	Scheme Name 

Nature

1 M % 

6 M % 

1 Y % 

3 Y % 

Canara Robeco FORCE Fund
Equity
-0.83

-4.21

25.12

-

ICICI Prudential SMART F
Debt
-

5.45

17.22

-

HDFC Prudence Fund - Gro
Balanced
-1.33

-0.51

18.89

13.12

HDFC MIP - LTP - Growth
MIP
-0.20

1.63

9.32

10.72

Escorts Liquid Plan - Gr
Liquid
0.84

4.40

6.90

7.78

Fidelity Tax Advantage F
ELSS
-2.56

-0.42

20.20

8.66

Kotak PSU Bank ETF
ETF
7.86

-0.91

42.05

12.95

Baroda Pioneer Gilt Fund
Gilt
1.29

5.02

19.40

7.78

HDFC Index Fund - Sensex
Index
-1.71

2.15

15.19

5.31

*Note:- Returns calculated for less than 1 year are Absolute returns and returns calculated for more than 1 year are compounded annualized. 
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     GLOSSARY   SOURCE : WWW.MUTUALFUNDSINDIA.COM

	Terms

	Description


	Account Statement

	It is the document issued by the mutual fund, giving details of various transactions and holdings of an investor in schemes of the fund.


	Adjusted NAV (Total Return)

	The Net Asset Value of a unit adjusting for all changes caused due to dividend declaration, bonus etc. assuming reinvestment of distributions made to the investors at the prevailing NAV.


	Age of Fund

	The time elapsed since the inception of the fund.


	Alpha Coefficient

	Defined by Jenson in his portfolio evaluation model, it is the excess return of the fund above risk adjusted market return, given its level of risk as measured by beta. An investment with a positive alpha indicates that the fund has performed better than expected and a negative alpha indicates that the fund has under performed, for the level of risk taken by it.


	Annual Report

	It is the yearly record of a Mutual Fund's performance in an year. Under SEBI's guidelines, it is distributed to investors and/or shareholders.


	Annual Return

	The percentage change in net asset value of any fund over a horizon of one year, assuming reinvestment of distribution such as dividend payment and bonuses.


	Annualized Returns

	It is the absolute return over a period either greater or less than a year aggregated to a period of one year.


	Applicable NAV

	The applicable NAV, if the application is received before that cut-off time on a day as set by the fund. All investments or redemptions are processed at that particular NAV. A different NAV holds if received thereafter.


	Asset Allocation

	It is a means of diversifying the risk associated with a fund and refers to the distribution of total funds available with the fund into instruments of various types such as stocks, bonds etc. based on the funds investmetn objective.


	Asset Management Company (AMC)

	It is the investment manager for the mutual fund. It is a company set up primarily for managing the investment of mutual funds and makes investment decisions in accordance with the scheme objectives, deed of Trust and other provisions of the Investment Management Agreement.


	Automatic Investment Plan

	A plan introduced in mutual funds that enables the investor to give the mandate of allotting fresh units at specified intervals (monthly, quarterly) against which the investor provides post-dated cheques. On the specified dates, the cheques are realized by the mutual fund and on realization, additional units are allotted to the investor at the prevailing NAV.


	Automatic reinvestment plan

	An investment option available to mutual fund unitholders in which the proceeds from either the fund's dividends, bonus etc. are automatically used to buy more units of the fund.


	Average cost method

	It is the method of finding out the cost per unit by adding up all the costs involved in purchasing all the units of investment and then dividing the sum by the total number of units.


	Average Credit Quality

	A measure of the creditworthiness of the debt securities held by a debt fund. It is the weighted average of the credit ratings of the securities given their relative weights in the portfolio. For these calculations, Government of India securities, cash and call money instruments are taken as AAA credit quality and non-rated debt instruments are taken as having BBB credit quality.



	

	


	Balance Maturity Tenure Of A Scheme

	It is defined In the case of close-ended schemes as the balance period till the redemption of the scheme.


	Balanced Funds

	A class of mutual fund that aims at allocating the total assets with it in the portfolio mix of debt as well as equity instruments.


	Bear Market

	It is a period in market when investors are on a selling spree and the share prices are going down.


	Benchmark

	It is the platform or the parameter with which a scheme can be compared. For example, the performance of an index fund can be benchmarked against the appropriate index specified by it.


	Beta

	It is the measure of the relative sensitivity of a stock or mutual fund to the market. The market is assigned a beta of 1. The higher the beta, the more sensitive the stock or fund is considered to be relative to the market as a whole. In other words, funds with beta more than 1 will react more to any fluctuaitons (whether upward or downward) in market than funds with beta less than 1.


	Blue Chip Stock

	Usually a high priced scrip of a major corporation with a long, fairly stable record of earnings and dividend payments and with good expected future growth..


	Bond

	An interest-bearing promise to pay a specified sum of money due on a specific date in the future (maturity date).


	Bonus

	Bonus is allocation of additional units to the investors on the basis of their existing holdings. Basically, there is a split of existing units into more than one unit resulting in the reduction of the NAV per unit.


	Broker

	A broker is an intermediary who guides the investors on one or more investment avenues available to an investor and facilitates the process of investment. 


	Brokerage

	It is the fee payable to a broker for acting as an intermediary in a transaction (normally a buy transaction). For example, brokerage is paid by a fund to a broker for getting fresh investments from investors.


	BSE Index

	A index reflecting the stock prices of 30 companies listed on the Bombay Stock Exchange (BSE) which is taken to be representative of the stock market movement. It is usually considered as the benchmark forperformance evaluation of equity funds.


	Bull Market

	Period during which the prices of stocks in the stock market keep continuously rising for a significant period of time on the back of sustained demand for the stocks.
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	Capital Gains

The profit realizations on sale of securities and certain other capital assets (including units of mutual funds) are called capital gains. The gains can be classified into long-term or short-term depending on the period of holding of the asset and are charged to tax at different rates. Gains on mutual fund units held for a period of 12 months or more are long-term gains.

Certificates of Deposit (CD)

Certificate of Deposit (CD) is issued by scheduled commercial banks excluding regional rural banks. These are unsecured negotiable promissory notes. Bank CDs have maturity of 91 days to one year, while those issued by DFIs have maturities between one and three years.

Close-Ended Schemes

These schemes have a pre-specified maturity period. One can invest directly in the scheme at the time of the initial issue. Depending on the structure of the scheme there are two exit options available to an investor after the initial offer period closes. Investors can transact (buy or sell) the units of the scheme on the stock exchanges where they are listed. The market price at the stock exchanges could vary from the net asset value (NAV) of the scheme on account of demand and supply situation, expectations of unitholder and other market factors. Alternatively some close-ended schemes provide an additional option of selling the units directly to the Mutual Fund through periodic repurchase at the schemes NAV; however one cannot buy units and can only sell units during the liquidity window. SEBI Regulations ensure that at least one of the two exit routes is provided to the investor.

Commercial Paper

Commercial paper (CP) is a short term, unsecured instrument issued by corporate bodies (public & private) to meet short-term requirements of working capital. Maturity varies between 3 months to 1 year. CP is issued at a discount. These can be issued to any

Compliance Officer

He is the officer appointed by the AMC to comply with various regulatory requirement and to redress investor grieviences associated with the funds.

Contingent Deferred Sales Charge (CDSC)

It is the sales load charged by funds in the event of redemptions made within a pre-specified period of purchase. This charge is linked to the period of unit-holding and generally has an inverse relation with the holding period.

Corpus

The total amount of money invested by all the investors in a scheme.

Cost Of Churning/Turnover cost

It refers to the costs associated with the churning (or changes made to the holdings) of the portfolio. Portfolio changes have associated costs of brokerage, custody fees, transaction fees and registration fees, which lower the returns. The quantum depends on the managementstyle of teh fund manager.

Coupon Rate

The annual rate of interest payable on a debt security, expressed as a percentage of the face value of the instrument.

Current Load

It refers to the load structure applicable currently on any fund. Funds keep revising the load structures from time to time.

Current Yield

The ratio of interest to the actual market price of the bond expressed as a percentage: annual interest/ current market value = current yield

Custodian

The keeper of a fund's securities and other assets.

Cut off Time

In respect of all mutual funds regulated by SEBI, fresh subscriptions and redemptions are processed at a particular NAV. Every fund specifies a cut-off time in respect of fresh subscriptions and redemption of units. All requests received before the cut-off times are processed at that day's NAV and thereafter at the next day's NAV.
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	Terms

	Description


	Debt /Income Funds

	Funds that invest in income bearing instruments such as corporate debentures, PSU bonds, gilts, treasury bills, certificates of deposit and commercial papers. These funds are the least risky and are generally preferred by risk-averse investors. 


	Discount

	When the market price of a listed scheme is less than the actual NAV of the units, then it is said to be tradiing at a discount.


	Diversification

	Spreading the risk; Mutual funds spread investments among a number of different securities to reduce the risk inherent in investing.


	Dividend Distribution Tax

	A tax payable by a debt oriented mutual fund (a mutual fund that invests more than 50% of its portfolio in the debt market) before dividend is distributed to the unit holders. The current Dividend Distribution Tax is 10% plus the 10% surcharge. There is no such tax applicable on open-end equity schemes.


	Dividend Frequency

	The periodicity of dividend payout of a scheme. This is especially valid in the case of an income/debt schemes like monthly income plans that normally have a regularity in such distributions.


	Dividend History

	The track record of dividends declared by a fund till date.


	Dividend Per Unit

	Total amount of dividend declared by a fund for a scheme divided by total number of units issued to all the investors.


	Dividend Plan

	In a dividend plan, the fund pays dividend from time to time as and when the dividend is declared.


	Dividend Reinvestment

	In a dividend reinvestment plan, the dividend is reinvested in the scheme itself and is not paid out to the investors. That is, instead of receiving dividend in cash, the unit holders receive units allotted to them at the Ex-dividend NAV. 


	Dividend Warrant

	It is an instrument issued by companies/ mutual funds to an investor for the purpose of payment of dividends.


	Dividend Yield

	It refers to the dividend earned per unit of a scheme at the prevailing per unit price.


	Dividends

	Mutual fund dividends are paid out of income from the scheme's investments and can be announced out of the realized gains only. While dividends in the hands of the investor are free from tax, mutual funds are now required to pay a "distribution tax" for dividends declared from debt-oriented schemes.


	Dow Jones Index

	It is an American index similar to the BSE Index. Here the basket comprises 30 blue chip American stocks whose prices are indicative of the health of the economy.



	

	

	
	[image: image24.png]


[image: image25.png]


[image: image26.png]


[image: image27.png]






	 


	Terms

	Description


	Entry Load

	It is the load charged by the fund when one invests into the fund. It increases the price of the units to more than the NAV and is expressed as a percentage of NAV.


	Equity Linked Savings Scheme

	A special product offered by mutual funds. These schemes invest in equity i.e shares and generally have a lock-in period of three years. The primary advantage to investors is the rebate under Section 80 c of the IT act, whereby a maximum of Rs 1 lakh invested in ELSS funds is not taxable.


	Equity Schemes

	Schemes where more than 50% of the investments are done in equity shares of various companies. 


	Ex-Bonus NAV

	The NAV declared post record date in case of a bonus issue is the ex-bonus NAV.


	Ex-Dividend Date

	It is the effective date of a dividend distribution. When the dividend is paid, the NAV of the fund drops by the amount of the dividend.


	Ex-Dividend NAV

	The NAV declared post record date is the ex-dividend NAV.


	Exit Load

	It is the load charged by the fund when oneredeems the units from the fund. It reduces the price of the units to less than the NAV and is expressed as a percentage of NAV.


	Expense Ratio

	The Expenses of a mutual fund include management fees and all the fees associated with the fund's daily operations. Expense Ratio refers to the annual percentage of fund's assets that is paid out in expenses. 
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	Terms

	Description


	Floating Rate Bonds

	These are short to medium term interest bearing instruments issued by financial intermediaries and corporates. These bonds are issued for minimum amount of Rs. 10,000 and in multiples of Rs. 10,000 only. The typical maturity of these bonds is 3 to 5 years.


	Free Loading

	A term used when mutual fund investors who have purchased load funds switch from one fund family to another family of funds without having to pay another sales charge. Not all funds families have freeloading procedures.


	Face Value

	The original issue price of one unit of a scheme


	First-In, First-Out (FIFO)

	A commonly used mechanism for the taxation purpose of redeemed mutual fund shares, it is an accounting method which assumes that the units purchased first are the units sold first. 


	Fund Category

	Classification of a scheme depending on the type of assets in which the mutual fund company invests the corpus. It could be a growth, debt, balanced, gilt or liquid scheme


	Fund Family

	All the schemes, which are managed by one mutual fund.


	Fund Management Costs

	The charge levied by an AMC on a mutual fund for managing their funds.


	Fund Manager

	Appointed by the AMC, he is the person who makes all the final decisions regarding investments of a scheme.



	

	

	
	


	 


	Terms

	Description


	Gilts/Government Securities

	Securities created and issued by the Central Government and/or a State Government, and may include securities unconditionally guaranteed by the Government


	Global Funds

	Mutual funds that invest in stocks of companies from all over the world


	Government Securities

	These are medium to long term obligations issued by RBI on behalf of Government of India and various state governments. The RBI decides the cut-off coupon on the basis of the bids received. These securities are issued by auction process. On certain issues 


	Gilt funds

	Funds that invest only in government securities of different maturities. They offer lower returns as the credit risk is virtually absent and there are no chances of government defaulting on its payment obligaitons. This effectiviely reduces the yield on them.


	Growth scheme

	A scheme where investments are made in equity and convertible debentures. They normally aim to provide capital appreciation over a period of time.


	Guaranteed Returns

	The return assured by the mutual funds as a minimum return in certain income plans. The launch of plans offering guaranteed returns is now subject to certain restrictions imposed by the SEBI.



	

	


	NO VOCAB WITH “H”



	Terms

Description

Income / Debt Funds

They are mutual funds that invest primarily in fixed income securities and aim to provide reasonable returns with low degree of risks.

Index Funds

A type of mutual fund in which the portfolios are constructed to mirror a specific market index. Index funds are expected to provide a rate of return over time that will approximate or match, but not exceed, that of the market which they are mirroring.

Indexation

The central government specifies an index linked to the wholesale price index. The indices of two years (year of purchase and the year of sale) are used for the purpose of computing capital gains tax. The purchase price is multiplied by the index of the year of sale and the product is divided by the index of the year of purchase. This benefit is available only if the security has been held for more than 12 months. On sale of equity-oriented mutual fund schemes, one can opt for paying tax at the rate of a flat 10% or go in for paying 20% after taking the benefit of indexation.

Inflation

Defined as the fall in the value of a currency, it results in the rise in prices of goods and services over a period of time.

Inflation Risk

The chance that the value of assets or income will be diminished as inflation shrinks the value of a currency.

International Funds / Emerging Market Funds

Funds investing in assets or bonds/shares of companies from emerging economies. These are not permissible in India due to regulations against investing abroad. Most of the schemes of Foreign Institutional Investors (FII's) investing in India are funds of this type.

Investment Management

Investment analysis and execution of investment plans in keeping with certain objectives.

Investment objective

The declared purpose of investment of a mutual fund scheme

Investment strategy

The internal guidelines that a fund follows in investing the money received from the investors

Initial Load

a kind of sales charge that is paid before any amount gets invested into the mutual fund during its Initial Offer.

iSEC Bond Index (I-BEX)

An index created by ICICI Securities as a benchmark for returns from debt instruments in the market.
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NO VOCAB WITH “ J” AND “K”

	Terms

	Description


	Launch Date

	The date on which a scheme is first made open to the public for subscription


	Liquid Funds /Money Market Funds

	Funds investing only in short-term money market instruments including treasury bills, commercial paper and certificates of deposit. The objective is to provide liquidity and preserve the capital. Due to the low degree of risks available, they generally provide lower returns than other avenues.


	Liquidity

	The cash and cash equivalent assets available with a fund to meet expenses and immediate redemption requirements of the investors. It refers to the ability to buy or sell an asset quickly or the ability to convert to cash quickly.


	Load

	A charge that may be levied as a percentage of NAV at the time of entry into the Schemes or at the time of exiting from the Schemes.


	Lock In Period

	The period after investment in fresh units during which the investor cannot redeem the units. It is normally a key feature of Tax schemes.
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  A large Sortino Ratio indicates a low risk of large losses occurring.
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