· INTRODUCTION
Mutual fund in simple terms is money –managing institutions that pool the money received from the general public having limited financial means but similar financial goals. The money collected from the public is then invested in capital market instruments like shares, debentures and other securities under several mutual funds schemes. It is established in the form of trust and managed by Asset Management Companies (AMC).

Buying a mutual fund is like buying a small slice of a big pizza. The owner of a mutual fund unit gets a proportional share of the fund’s gains, losses, income and expenses. 
·  Each mutual fund has a specific stated objective

Fund Objective
	Fund Objective
	What the fund will invest in

	Equity (Growth)
	Only in stocks

	Debt (Income)
	Only in fixed-income securities

	Money Market (including Gilt)
	In short-term money market instruments (including government securities)

	Balanced
	Partly in stocks and partly in fixed-income securities,
in order to maintain a 'balance' in returns and risk


· ROLE OF MUTUAL FUND IN THE INDIAN ECONOMY
Mutual Funds (MFs) play an extremely crucial role in an economy. They are the vehicles for mobilization and channelization of funds towards the securities market, which has become the barometer of economic health. In India, mutual funds have shown continuous improvement in terms of the quantum under their management over the last couple of years.
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. 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.

· SELECTION OF THE TOPIC
The Mutual Fund Industry is a major constituent of the Indian financial system today. It has had the existence of hardly 42 years so far. In this short period, it grew fast and also suffered from an equally fast decline. It has become sick in its youth itself. In short span of life, it has witnessed noticeable structural transformation, quantitative growth, qualitative, qualitative decline, and perhaps revival which may put the industry back on the rail.

The Researcher has selected UTI and PRUD. ICICI Mutual Fund because of two reasons which are as follows -

· UTI Mutual Fund is a premier institution set up by Government of India in the year 1964.  PRUD. ICICI Mutual Fund is Private Foreign Collaboration. As per top 10 mutual Funds in India, UTI Mutual Fund ranks first and PRUD. ICICI Mutual Fund ranks second. Both are popular mutual funds.

· UTI Mutual Fund continues to maintain the top position by adding over Rs. 3,800 crore in a month to take its total corpus to Rs. 41,622.51 crore. PRUD. ICICI Mutual Fund with Rs. 35,232.16 crore of AUM as on 2006 was in second position.

· OBJECTIVES OF THE RESEARCH STUDY
To compare the retail investors’ perception about UTI Mutual Fund and Prudential ICICI Mutual Funds with reference to the following points:-

1. To identify the buying motives of investors while investing in Mutual Funds.

2. To know the benefits of investing in Mutual Funds.

3. To know who influence their investment decisions in Mutual Funds.

4. To find out the risk tolerance level of the investors.

5. To find out the various schemes which attract the investors to invest in Mutual Funds.

6. To find out whether Mutual Funds are better option than stock.

7. To find out the future perception of investors about the Mutual Funds.

8. To give suggestion to the Mutual Funds to improve their services in future.

· HYPOTHESIS
· HYPOTHESIS # 1

Null hypothesis HO: there is no difference in the investors’ buying motives of PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ buying motives of PRUD. ICICI mutual fund and UTI mutual fund.

· HYPOTHESIS # 2


HYPOTHESIS # 2.1







Null hypothesis HO: there is no difference in the investors’ perception about the Skilled Professional in PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ perception about the Skilled Professional in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.2





Null hypothesis HO: there is no difference in the investors’ perception about the Switching between funds in PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ perception about Switching between funds in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.3









Null hypothesis HO: there is no difference in the investors’ perception about the Transparency of Information in PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ perception about Transparency of Information in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.4






Null hypothesis HO: there is no difference in the investors’ perception about the fund manager skill in Diversifying the Risk in PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ perception about the fund manager skill in Diversifying the Risk in PRUD. ICICI mutual fund and UTI mutual fund.

· HYPOTHESIS # 3

Null hypothesis HO: there is no difference in the investors’ future perception about PRUD. ICICI mutual fund and UTI mutual fund.
Alternative hypothesis H1: there is a significant difference in the investors’ future perception about PRUD. ICICI mutual fund and UTI mutual fund.

· SCOPE OF THE STUDY
The research study selected and covered individual investors of PRUD.ICICI mutual fund and UTI mutual fund. 
· RESEARCH METHODOLOGY
I. Research Design - This research study is ‘Descriptive’ and ‘Analytical’.

II. Nature of the Study - This research is ‘Quantitative’ and ‘Qualitative’ in nature.   

III. Research Plan for Data Collection - Information has been collected from both primary source and secondary source.
· Primary Source: The following plan was adopted to collect the primary data:-

· Research Technique: Survey Method.
· Contact Methods: Personal interviews of Agents & investors of UTI & PRUD. ICICI mutual fund.
· Research Instrument: 
· Types of Questionnaire- The Questionnaire are Formal & Structured. It includes 29 close ended and 1 open ended questions.Likert 5 point scale is also used.i.e. Strongly Agree, Agree, Neutral, Disagree and Strongly Disagree.
· Nature of Questions- 

a) Personal Information

b) Buying Motives

c) Benefits

d) Influence on investment decisions

e) Risk Tolerance Level

f) Advantages

g) Future Perception about PRUD.ICICI and UTI Mutual fund.

· Secondary Source:  

· Books & Magazines on Mutual Funds

· Interviews of mutual fund Agents
IV. Sampling Plan:
· Universe/ Population – It is not disclose by the authority.
· Sampling Elements- The sampling elements consist of two mutual funds i.e. UTI & PRUD. ICICI mutual fund.
· Sample size- 50 investors each from UTI & ICICI Prudential Mutual Fund i.e. total sample is100 investors.
· Sampling Method - Snowball sampling & Convenience sampling.

· Survey Period – The field work was done from Oct 2006- Nov 2006.
· Place of the Study – Offices of UTI & PRUD. ICICI mutual fund.
· Statistical Technique - This research study used the SPSS Package     (Statistical Package for Social Science) with Paired Sample‘t’ Test.
· LIMITATION OF THE RESEARCH STUDY
Only two Mutual Funds are compared i.e. UTI & ICICI Prudential Mutual Funds out of 38 Mutual Funds registered with AMFI.  Study is restricted to Pune City. Sample taken for the study is 50 samples each from UTI & Prudential ICICI Mutual Fund. Perception towards individual schemes is not studied but general perception is studied.

· FINDINGS OF THE STUDY
The following are findings based on general information of UTI mutual fund -

1. It has been observed that 74% of the respondents covered were male and 26% were female investors.

2. Majority i.e.34% of the respondents belonged to the age group of 20-30 yrs, followed by 30-40yrs, 50-60 yrs, and 40-50 yrs, above 60 yrs and below 20 yrs.
3. Majority of investors i.e.34% is from others (housewives, students, minors whose parents invest on their behalf), followed by professionals, and paid jobs, business & self- employed.

4. 46% of the investors have an income of Rs.1-3 lacs, 28% have an income up to Rs. 1 lac, 14% have an income between 3-5 lacs and 12% have an income above 5 lacs.
5. 47% of the respondents invest in Equity fund followed by 26% in ELSS, 9% in Income fund, 7% in Balanced fund & GILT fund and very few i.e. 4% in Liquid fund.

The following are the findings based on general information of PRUD.ICICI 

mutual fund -

1. It has been observed that 70% of the respondents covered were male and 30% were female investors.

2. Majority of investors’ i.e.32% of the respondents belonged to the age group of 20-30 yrs, followed by 30-40 yrs, below 20 yrs, 50-60 yrs, 40-50 yrs & above 60 yrs.
3. 34% of the respondents are self-employed, followed by professionals & paid jobs, others and business.
4. 32% of the investors have an income of Rs.1-3 lacs, 30% have an income between 3-5 lacs, 20% of the investors have an income up to Rs 1 lac and 18% investors have an income above Rs. 1% lacs.
5. Majority of the respondents  invest in Equity fund(34%), followed by 23% in ELSS,16% in  Income fund,11% in Balanced fund, 9% in Liquid fund and very few i.e. 7% in GILT fund.
·  TESTING OF HYPOTHESES
HYPOTHESIS # 1
Paired Sample t test for investors’ buying motives for Prud.ICICI mutual fund and UTI mutual fund

Null hypothesis HO: there is no difference in the investors’ buying motives of PRUD. ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ buying motives of PRUD.ICICI mutual fund and UTI mutual fund.
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The null hypothesis is rejected because the calculated p value (0.026) is smaller than the 0.05 (level of significance). Thus it can be said that there is a significant difference in the investors buying motives of PRUD.ICICI mutual fund and UTI mutual fund. Further based on mean values it can be concluded that capital gains, regular income, tax benefits and liquidity had much influence on investors’ purchase decision of PRUD.ICICI mutual fund than UTI mutual fund.

HYPOTHESIS # 2

Paired Sample t test for understanding the benefit of investing in PRUD. ICICI and UTI mutual fund

HYPOTHESIS # 2.1








Null hypothesis HO: there is no difference in the investors’ perception about the Skilled Professional in PRUD. ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ perception about the Skilled Professional in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.2









Null hypothesis HO: there is no difference in the investors’ perception about the Switching between funds in PRUD.ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ perception about Switching between funds in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.3










Null hypothesis HO: there is no difference in the investors’ perception about the Transparency of Information in PRUD. ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ perception about Transparency of Information in PRUD. ICICI mutual fund and UTI mutual fund.

HYPOTHESIS # 2.4









Null hypothesis HO: there is no difference in the investors’ perception about the fund manager skill in Diversifying the Risk in PRUD.ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ perception about the fund manager skill in Diversifying the Risk in PRUD. ICICI mutual fund and UTI mutual fund.
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The null hypothesis is accepted in case of all the benefits because the calculated p value 
difference in the investors’ perception about the benefits they get from PRUD. ICICI mutual fund and UTI mutual fund. Further based on p value it can be concluded that investors perceive that there is greater transparency of information in PRUD.ICICI and UTI mutual fund.

HYPOTHESIS # 3
Paired Sample t test for future perception about PRUD. ICICI and UTI mutual fund

We test if there is any significant difference between investors’ future perception about PRUD.ICICI mutual fund and UTI mutual fund.








Null hypothesis HO: there is no difference in the investors’ future perception about PRUD.ICICI mutual fund and UTI mutual fund.

Alternative hypothesis H1: there is a significant difference in the investors’ future perception about PRUD. ICICI mutual fund and UTI mutual fund.
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The null hypothesis is rejected because the calculated p value (0.004) is much smaller than the 0.05 (level of significance). Thus it can be said that there is a significant difference in the investors’ future perception about PRUD. ICICI mutual fund and UTI mutual fund. Further based on mean values it can be concluded that investors perceive PRUD. ICICI having bright future compared to UTI.

· CONCLUSIONS – INVESTORS’ PERCEPTION TOWARDS UTI MUTUAL FUND
1. According to Likert Scale, maximum weightage for buying motives is given to liquidity i.e. 189, tax benefits and capital gains were given equal weightage i.e. 185 and regular income 183.

2.   As far as benefits are concerned, the respondents has given maximum weightage of 199 to skilled professional, 193 to switching of funds, 188 to transparency of information and 186 to diversifying of risk.

3. Investment decision of the respondents is influence by personal analysis with weightage 201, followed by financial advisor 151, friends and relatives 143, advertisement 140, and fund manager 114.

4. The weightage given to the risk tolerance level is 167. Risk tolerance level of UTI mutual fund holders is remarkably very high.

5. The most common advantage are good reputation, timely dividend, consistent in returns, followed by AUM increasing, good returns, less expenses, many schemes offered good after sale service,NAV increasing, tax saving schemes and special services offered by the mutual fund.
6. The weightage given for mutual fund compare to stock is better option is 202.

7. The weightage given is 172 and 177 for change of investment and extension of investment respectively.

8. The weightage given for future perception about UTI mutual fund is 220. The investors’ perception is less bright as compare to PRUD.ICICI mutual fund.
· CONCLUSIONS – INVESTORS’ PERCEPTION TOWARDS PRUD.ICICI MUTUAL FUND
1. According to Likert Scale, maximum weightage for buying motives is given to liquidity i.e. 209 followed by capital gains 200, tax benefits 196 & regular income 183.

2. As far as benefits are concern, the respondents has given maximum weightage of 209 to skilled professional,185 to diversifying of risk,181 to switching of funds, and 177 to transparency of information.

3. Investment decision of the respondents is influence by personal analysis with weightage 207, followed by financial advisor 171, friends and relatives 166, advertisement 154, and fund manager 129.

4. The weightage given to the risk tolerance level is 156. Risk tolerance level of PRUD.ICICI mutual fund holders is remarkably very low.

5. The most common advantage are good reputation, good returns, good after sale service, consistent in returns, NAV increasing, timely dividend, AUM increasing, less expenses, ,tax saving schemes and special services offered by the mutual fund.
6. The weightage given for mutual fund compare to stock is better option is 206.

7. The weightage given is 175 and 219 for change of investment and extension of investment respectively. We conclude that PRUD. ICICI mutual fund investors are much more satisfied than UTI mutual fund investors.
8. The weightage given for future perception about PRUD.ICICI mutual fund is 237. The investors’ perception is brighter as compare to UTI mutual fund.
· RECOMMENDATIONS FOR UTI MUTUAL FUND
The following are the recommendations for UTI mutual fund -
· Use of electronic media for sending information about new schemes, NAV of schemes.

· There should be more channels to send information.

· Bulletins should be post to their address.

· Dividend distribution should be fast.

· Dividend distribution information network should be increased.

· Clarification of calculation and payment of dividend strategy.

· They should do more advertising and publicity in the local language.

· More transparency of information.

· They should come out of government mentality.

· Improvement in after sale services.

· Plans and performance should be users friendly.

· Improved returns drastically.

· RECOMMENDATIONS FOR PRUD. ICICI MUTUAL FUND

The following are the recommendations for PRUD.ICICI mutual fund -
· More transparency in distribution of dividend.

· Timely distribution of dividend.

· They should come up with more ELSS schemes.

· Clarification of calculation and payment of dividend strategy.

· Combine Life Insurance Schemes with mutual fund.

· COMMON RECOMMENDATIONS
· Investor Trust: For the long – term sustainable growth of the industry it is must to win the confidence of the investors and there is no way to do it other than through greater transparency, professionalism and properly structured communication between the mutual funds and their customers.
· Investor Education: Mutual funds should tap investors from semi- urban and rural areas. They should create awareness and interest in their product. It requires enormous amount of time, energy and money, to educate, communicate and provide the infrastructure- place and personnel.

· Product Innovations : Product innovations such as –

· Fixed maturity plan for risk – averse investors.

· Principal protection plan for capital preservation.

· Assets Allocation funds to suit varies investors profile.

· Niche products like child care plan with add on like insurance and scholarship.

· Service Innovations :  Service innovations such as –
· Timely dividend facility to provide tax efficiency.
· Direct debit / credit facilities.
· Triggers to rebalance portfolio on regular basis.
· Systematic transfer plan to suit changing needs.

· Distribution Front : Distribution Front such as –
· Technology channels like ATM.
· Postal network to distribute mutual funds.
· Increasing reach through collections centers and third party outlets.

· Technology Innovations : Technology innovations such as – 
· Call centers to disseminate information and handle investors’ queries.

· Networking of branches to provide improved customers services and online information.

·  Information and transaction details on internet and phones.

· Websites and SMS to provide routine information.

· Regulatory Environment : Regulatory Environment such as – 

· It must have strong compliance culture for the development of mutual fund industry. It is require on the part of the personnel, intermediaries and associates of UTI and PRUD.ICICI mutual fund to have a voluntary standards of ethics and compliance beyond rules and regulations to protect their reputation. 

· Ethical Challenges :  Ethical Challenges such as – 

· It must overcome greed cultivated through decades of blind luck business success.

· It should hold on to a high ethical standard by embracing ethics even where it sacrifices near term growth.

· It must avoid searching for get-rich-quick schemes.

· Honest communication between the mutual funds and their     investors. Make investors understands the risk and return profiles very clearly.
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