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1. INTRODUCTION
Mutual fund as an investment options has become very attractive for retail investors who are interested in the financial market but don’t have the time, expertise and experience in good stock picking. The problems faced by small investors in the share market have been offset by the emergence of mutual funds.

The basic aim of mutual funds is to provide a portfolio of schemes that reduces the risks under investment.
Fund managers should also see that they control the fluctuations of NAVs (Net Assets Value) for retaining the confidence of the retail investors.

2. ANALYSIS OF RECENT CHANGES

Mutual Fund Industry started in India in 1963-64 with the formation of UTI. With the passage of time, private and foreign players started to enter the industry, as a result of which the rules of the games started to change quickly. Till 1999, UTI had the monopoly in mutual fund industry and controlled around 80% of all mutual funds assets. But now, it holds only 12% of mutual fund assets. Most of Indian MF companies have foreign tie- ups. These rapid changes can be attributed to the government deregulation. Global players are finding Indian MF industry a potential sector. Their increased interest resulted in dramatic growth of the industry, and they are coming up with new varieties and options to attract more and more investors.

SEBI has taken several key steps to strengthen the MF industry during 2005-06. As a very significant step, it has allowed MFs to invest in foreign securities including American Depository Receipts (ADRs) and Global Depository Receipts (GDRs).

The regulator has also introduced guidelines for the Gold Exchange Traded Funds (GETFs) and capital protection schemes. For GETF, the assets of the scheme have to be kept in the custody of bank which is registered with SEBI.

In a circular dated August 14, 2006, SEBI has amended the SEBI (Mutual Funds) Regulation to provide for the launch of Capital Protection Oriented Schemes. Hence, there is a guarantee of protection of capital, but no guarantee of return.

Another new trend noticed in the MFs industry in India is the increasing interest of Foreign Institutional Investments (FIIs) in various schemes involving mutual funds.
3. MUTUAL FUNDS IN INDIA AND ITS AUM AT THE END OF OCT- 2007
TOTAL POPULATIONS OF MUTUAL FUNDS
	Variable
	1995-96
	2003-04

	Total Mutual Funds
	32
	38

	Public Sector Funds including UTI
	11
	10

	Private Sector Funds
	21
	28


The number of mutual funds has increased from zero before 1964 and one in 1964 to 32 in 1997 and 38 in 2003. At present there are 32 mutual funds as per AMFI.
	Top of Form

Assets Under Management (AUM) as at the end of Oct-2007 (Rs in Lakhs)
Mutual Fund Name

AUM

Average AUM For The Month

Excluding Fund Of Funds

Fund Of Funds

Excluding Fund Of Funds

Fund Of Funds

1.  ABN AMRO Mutual Fund 

857508.95

32689.46

777348.7

31139.11

2.  AIG Global Investment Group Mutual Fund 

414037.55

0

318848.15

0

3.  Benchmark Mutual Fund 

808646.28

0

681833.52

0

4.  Birla Sun Life Mutual Fund 

3370682.19

1953.72

3003426.69

1900.06

5.  BOB Mutual Fund 

10692.12

0

10442.43

0

6.  Canara Robeco Mutual Fund 

334550.21

0

287615.31

0

7.  DBS Chola Mutual Fund 

516208.73

0

480385.53

0

8.  Deutsche Mutual Fund 

1327231.25

7396.02

1269359.35

6168.52

9.  DSP Merrill Lynch Mutual Fund 

1816321.77

123171.33

1692089.97

91172.04

10.  Escorts Mutual Fund 

18820.23

0

16094.04

0

11.  Fidelity Mutual Fund 

1151439.54

6022.97

1132746.13

6140.54

12.  Franklin Templeton Mutual Fund 

3204184.36

28245.39

3188592.59

28053.6

13.  HDFC Mutual Fund 

4774509.72

0

4506412.4

0

14.  HSBC Mutual Fund 

2007970.94

0

2025763.16

0

15.  ICICI Prudential Mutual Fund 

5621284.16

5068.37

5572900.53

5105.54

16.  ING Mutual Fund 

902281.83

74048.82

864642.15

74047.51

17.  JM Financial Mutual Fund 

861019.58

0

742220.09

0

18.  JPMorgan Mutual Fund 

216331.89

0

195108.67

0

19.  Kotak Mahindra Mutual Fund 

2219939.27

37795.55

2160497.24

35989.22

20.  LIC Mutual Fund 

1624504.18

0

1439193.94

0

21.  Lotus India Mutual Fund 

814293.88

0

710434.62

0

22.  Morgan Stanley Mutual Fund 

412886.89

0

386732.9

0

23.  PRINCIPAL Mutual Fund 

1583337.7

0

1590212

0

24.  Quantum Mutual Fund 

7099.05

0

6541.33

0

25.  Reliance Mutual Fund 

7997383.68

0

7730073.78

0

26.  Sahara Mutual Fund 

20272.54

0

19588.45

0

27.  SBI Mutual Fund 

2659357.33

0

2570149.79

0

28.  Standard Chartered Mutual Fund 

1675036.34

2035.34

1619272.66

1804.01

29.  Sundaram BNP Paribas Mutual Fund 

1210989.14

35021.66

1132630.48

33792.74

30.  Tata Mutual Fund 

2019855.71

0

2143404.47

0

31.  Taurus Mutual Fund 

39027.71

0

36219.36

0

32.  UTI Mutual Fund 

5175265.1

0

4851878.23

0

Grand Total

55672969.82

353448.63

53162658.66

315312.89

Bottom of Form
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Source: www.amfiindia.com


4. ANNUAL DATA APRIL 2006 – MARCH 2007
The Mutual Fund industry continues to register robust growth with AUM posting

41 percent increase over the year, one of the fast growing segments of the Indian Economy. Apart from several new schemes, the year witnessed the launch of Gold ETFs. Some members have taken the bold initiative to lower the entry level in Systematic Investment Plans and to offer investment schemes to cater to the long term retirement needs of the low income strata of society. These initiatives are indeed laudable. It is heartening to observe the growing interest evinced by global players who are planning to set up their business here. This is a reflection not only of the potential for business, but also of the standards and practices of our industry which today match with the best elsewhere. 

414 new schemes were launched during the year as against 190 in the previous year. The amount mobilized was Rs. 1, 40, 298 crores as against Rs. 70,583 in the previous year. Total Funds mobilised during the year stood at Rs.19, 38,592 crores as against Rs. 10, 98,158 crores in the last year representing an increase of 77 %. Redemptions at Rs.18, 44,512 crores were 76% higher than the redemptions of Rs. 10, 45,382 crores in the previous year. On a net basis, there was an inflow of Rs.94, 080 crores as compared to

Rs.52, 776 crores in the last year. The Assets under Management as on March 31, 2007 stood at Rs. 3, 26,388 crores as against Rs. 2, 31,862 crores as at the end of the previous year, registering an increase of 41 % over the year.

5. MEASURING AND EVALUATING MUTUAL FUNDS PERFORMANCE
· Calculation of  NAV (Net Assets Value)
NAV is the total asset value (net of expenses) per unit of the fund and is calculated by the AMC at the end of every business day.

The value of all the securities in the portfolio in calculated daily. From this, all expenses are deducted and the resultant value divided by the number of units in the fund is the fund’s NAV.

FORMULA FOR NAV:

NAV=TOTAL VALUE OF INVESTMENT-LIABILITIES /TOTAL OF NO. UNITS OUTSTANDING. NAV MEANS TOTAL VALUE OF UNITS MINES LIABILITIES IS DIVADED BY TOTAL OF NO.UNITS OUTSTANDING

· Changes in NAV 
· NAV at the end of the period minus NAV at the beginning of the period.

·  It is very simple method. 

· However doesn’t give the correct picture, in case the fund has distributed dividend.

· Total Return = [ Dividend distribution + change in NAV] *100 

_____________________                            
Beginning NAV

· Expenses Ratio:
    AMCs charge an annual fee, or expense ratio that covers administrative expenses, salaries, advertising expenses, brokerage fee, etc. A 1.5% expense ratio means the AMC charges Rs1.50 for every Rs100 in assets under management

· Total expenses / average net assets of the fund

A fund's expense ratio is typically to the size of the funds under management and not to the returns earned. Normally, the costs of running a fund grow slower than the growth in the fund size - so, the more assets in the fund, the lower should be its expense ratio.

· Load

Some AMCs have sales charges, or loads, on their funds (entry load and/or exit load) to compensate for distribution costs. Funds that can be purchased without a sales charge are called no-load funds

· Income Ratio:

· Income Ratio = Net Investment Income



             ___________________



                     Net Assets.


· Portfolio Turnover Ratio:

· It measures the amount of buying and selling done by a fund.

·  High turnover ratio also indicates high transaction costs. Transaction costs include all expenses related to trading such as brokerage, commission paid, registrar fees and custodian fees.

·  It has significant bearing on the fund performance.

· Fund size:

· Small Funds are easy to manage. It achieve objective in focused manner with limited holding. 

· Large funds have the advantages of economies of scale and lower expenses ratio.
EVALUATING PERFORMANCE OF MUTUAL FUNDS:

In order to judge the performance of mutual funds schemes in an objective manner and offer investors an easy way to identify funds that have performed better in relation to their peers, a number of entities are evaluating and ranking their performance.

·  The most popular of them are rankings / evaluation by CRISIL, Value Research India and Credence Analytics. The composite performance ranking by CRISIL covers all open ended schemes which have disclosed their Net Assets Value for at least 2 years and make 100% disclosure of their portfolio composition. It ranks mutual funds as compared to their respective peer group in each scheme category i.e.  Equity schemes, Debt schemes, Gilt schemes, Balanced schemes and Liquid schemes
RANKING OF MUTUAL FUNDS BY CRISIL.

	Top 10%
	Very good.

	Next 20%
	Good.

	Next 40%
	Average performance.

	Next 20%
	Below average.

	Last 10%
	Poor performance.


It is based on 4 criteria namely which are as follows:

· Risk adjusted 

· Return of scheme’s NAV

· Diversification of its portfolio and

· Assets size.

RANKING OF MUTUAL FUNDS BY VALUE RESEARCH.

	Top 10%
	5 star 

	Next 22.5%
	4 star

	Next 35%
	3 star

	Next 22.5%
	2 star

	Last 10%
	1 star


1O. CONCLUSION

The Indian financial scene provides ample opportunities for investment. If not the best, but mutual funds provides one of the better options for an ordinary investors to earn a reasonable rate of return.

 Though the stock market is booming like never before, it is always subject to unknown fluctuations. All these factors directly or indirectly have led to the tremendous growth of Indian mutual funds Industry. People willing to earn higher rate of return by taking minimal risks are findings mutual funds a good avenue to invest their savings











































































