QUICK REVISION NOTES ON MUTUAL FUNDS FOR CA FINAL NOV 2012
MEANING OF MUTUAL FUNDS
AN ORGANISATION IN FORM OF TRUST WHO POOLS THE SAVING OF NUMBER OF INVESTORS. THESE INVESTORS ARE CALLED UNITHOLDERS .THIS MONEY IS COLLECTED BY MUTUAL FUND ORG IS THEN INVESTED BY PROFESSIONAL MANAGERS IN DIFFERENT TYPES OF SECURITIES.THEN RETURN IS SHARED BY UNITHOLDERS IN PROPORTION OF NO OF UNITS OWNED BY THEM.

FORMULAES
      A)     NET ASSETS VALUE(NAV)= NET ASSETS OF THE SCHEME*
                                                                         NO. OF UNITS  HELD 
                                                                             
· NET ASSETS OF THE SCHEME:-- TOTAL ASSETS**_ ***TOTAL EXTERNAL LIABILITES.

**TOTAL ASSETS = MARKET VALUE OF INVESTMENTS(                                                                                   SECURITIES) +ACCRUED INCOME+OTHER ASSETS.

***TOTAL LIABILITIES (EXTERNAL):- ACCRUES EXPENSES+PAYABLES+OTHER LIABILITIES.

NOTES******************
1)  IN MUTUAL FUNDS SHARES ARE TERMED AS UNITS ANDSHAREHOLDERS ARE TERMED AS UNITHOLDERS.

2)MUTUAL FUND NAV IS COMPUTED ON ‘’MARK TO MARKET” BASIS. IN              OTHER WORDS MARKET VALUE SHOULD BE USED  FOR MUTUAL FUNDS . IF MARKET VALUE IS NOT GIVEN THEN IN SUCH CASE BOOK VALUE CAN BE TAKEN.


SOME OTHER INMPORTANT CONCEPTS & FORMULAES RELATED TO MUTUAL FUNDS
A) HOLDING PERIOD RETURN( MONTHLY RETURN CAN ALSO BE COMPUTED THROUGH SAME FORMULAE)
      
HPR  =( NAV AT THE END-NAV AT THE BEGINNING)I+DIVIDEND           INCOME+CAPITAL GAINS RECEIVED  UNDER SCHEME
NAV AT THE BEGINING.

B) RELATIONSHIP BETWEEN RETURN ON MUTUAL FUND, RECURRING EXPENSES, INITIAL EXPENSES & RETURN DESIRED BY INVESTORS(UNITHOLDERS).
RATE OF RETURN REQUIRED BY INVESTORS( UNITHOLDERS)= RETURN ON MUTUAL FUND- RECURRING EXPENSES)*(1-ISSUE EXPENSES).
C) ENTRY LOAD & EXIT LOAD
ENTRY LOAD(FRONT END LOAD)
WHEN INVESTORS PURCHASES UNITS OF MUTUAL FUNDS HE HAS TO PAY LOAD IN ADDITION TO NAV . SUCH LOAD IS KNOWN AS ENTRY LOAD.
HERE:-
AMOUNT PAID BY INVESTOR UNDER ENTRY LOAD:-- NAV(1+ENTRY LOAD %AGE)

EXIT LOAD(BACK END LOAD)
WHEN  INVESTORS  SALES HIS UNITS TO MUTUAL FUND HE HAS TO PAY EXIT LOAD  IN ADDITION TO NAV. SUCH LOAD IS KNOWN AS EXIT LOAD.
HERE:--
AMOUNT PAID BY INVESTOR UNDER EXIT LOAD:-
NAV(1-EXIT LOAD)

D)VERY IMPORTANT POINT—REINVESTMENT OF INCOME  FROM  MUTUAL  FUNDS FOR ADDITIONAL UNITS.
FOLLOW THE FOLLOWING STEPS:-
STEP 1:- CALCULATE TOTAL AMOUNT REINVESTED:- TOTAL INCOME*TOTAL EXISTING UNITS OF MUTUAL FUNDS

STEP 2:- COMPUTE ADDITIONAL UNITS:-   TOTAL AMT REINVESTED(AS IN STEP 1)/NAV FOR ADDITIONAL UNITS
STEP3:- CALCULATE TOTAL UNITS AFTER ADDING ADDITIONAL UNITS:-
THEN COMPUTE NET ASSETS VALUE OF TOTAL UNITS(INCLUDING ADDITIONAL UNITS). & NAV AT END(EXCLUDING ADDITIONAL UNITS)
STEP4: THE LAST STEP IS TO COMPUTE RETURN ON REINVESTMENT OF INCOME:-
NAV OF ASSETS AT THE END(WITH ADDITIONAL UNITS)-NAV AT BEGINNING(EXCLUIDING ADDITIONAL UNITS)/NAV AT THE BEGINING
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IF THERE IS ANY IDEAS REGARDING IMPROVEMENT OF MY NOTES PLEASE CALL ME OR MAIL ME.
THANKS.




