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Abstract: Investment in stock markets are mostly influenced by the keen analysis and reasoning 

which help in predicting the market at least to some extent. Over the past years, a number of technical 

and theories for analysis has evolved; these combined with modern technology guides, which serve 

the purpose of an investor. The giant players in the market, like Foreign Institutional Investors, 

Mutual Funds, etc. have the expertise skill and access for various analytical tools and make use of 

them. Most of the small investors are not in position to benefit out from market the way Mutual Funds 

do. Generally small investor’s investments are based on the market sentiments, inside information, 

through grapevine, tips and institution. The small investors heavily depend upon brokers and broking 

house for their investments. They can invest through the Mutual Fund who is more experienced and 

expert in this field than a small investor himself.  

In recent years a large number of players have entered into this market. The paper has been carried out 

to study an overview of Mutual Fund Industry and to understand investor’s perception about Mutual 

Funds in the context of their trading performance, explore investors risk perception and find out their 

preference over top Mutual Funds.  

This study is to understand how to evaluate of mutual funds. The objective is to evaluate the 

investment performance of Indian equity mutual fund with risk adjustment by using the theoretical 

parameters as suggested by William, Sharpes, Treynor, and Jensen model.  
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Introduction 

A mutual fund is a type of professionally managed Investment fund that pools money from many 

investors to purchase securities. While there is no legal definition of the term mutual fund, it is most 

commonly applied only to those collective investment vehicles that are regulated and sold to the 

general public. They are sometimes referred to as "investment companies" or "registered investment 

companies". Hedge funds are not considered a type of mutual fund, primarily because they are not 

sold publicly. 

 

In the United States, mutual funds must be registered with the Securities and Exchange Commission, 

are usually overseen by a board of directors or board of trustees and managed by a registered 

investment adviser. Mutual funds, like other registered investment companies, are also subject to an 

extensive and detailed regulatory regime set forth in the Investment Company Act of 1940. Mutual 

funds are not taxed on their income and profits if they comply with certain requirements under the 

U.S. Internal Revenue Code. 

 

History 

The first mutual funds were established in Europe. One researcher credits a Dutch merchant with 

creating the first mutual fund in 1774. The first mutual fund outside the Netherlands was the Foreign 
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& Colonial Government Trust, which was established in London in 1868. It is now the Foreign & 

Colonial Investment Trust and trades on the London stock exchange.  

 

Mutual funds were introduced into the United States in the 1890s. They became popular during the 

1920s. These early funds were generally of the closed-end type with a fixed number of shares which 

often traded at prices above the value of the portfolio.  

 

The first open-end mutual fund with redeemable shares was established on March 21, 1924. This 

fund, the Massachusetts Investors Trust, is now part of the MFS family of funds. However,closed-end 

funds remained more popular than open-end funds throughout the 1920s. By 1929, open-end funds 

accounted for only 5% of the industry's $27 billion in total assets.  

 

After the stock market crash of 1929, Congress passed a series of acts regulating the securities 

markets in general and mutual funds in particular. The Securities Act of 1933 requires that all 

investments sold to the public, including mutual funds, be registered with the Securities and Exchange 

Commission and that they provide prospective investors with a prospectus that discloses essential 

facts about the investment. The Securities and Exchange Act of 1934 requires that issuers of 

securities, including mutual funds, report regularly to their investors; this act also created the 

Securities and Exchange Commission, which is the principal regulator of mutual funds.  

 

Fund industry growth continued into the 1980s and 1990s, as a result of three factors: a bull market 

for both stocks and bonds, new product introductions (including tax-exempt bond, sector, 

international and target date funds) and wider distribution of fund shares. Among the new distribution 

channels were retirement plans.  

 

In 2003, the mutual fund industry was involved in a scandal involving unequal treatment of fund 

shareholders. Some fund management companies allowed favored investors to engage in late trading, 

which is illegal, or market timing, which is a practice prohibited by fund policy. The scandal was 

initially discovered by then-New York State Attorney General Eliot Spitzer and resulted in 

significantly increased regulation of the industry. 

 

Review of Literature 

 
Dr. Sandeep Bansal, Deepak Garg and Sanjeev K Saini (2012), have studied Impact of Sharpe 

Ratio & Treynor’s Ratio on Selected Mutual Fund Schemes. This paper examines the performance of 

selected mutual fund schemes, that the risk profile of the aggregate mutual fund universe can be 

accurately compared by a simple market index that offers comparative monthly liquidity, returns, 

systematic & unsystematic risk and complete fund analysis by using the special reference of Sharpe 

ratio and Treynor’s ratio. 

Dr. K. Veeraiah and Dr. A. Kishore Kumar (Jan 2014),conducted a research on Comparative 

Performance Analysis of Select Indian Mutual Fund Schemes. This study analyzes the performance of 

Indian owned mutual funds and compares their performance. The performance of these funds was 

analyzed using a five year NAVs and portfolio allocation. Findings of the study reveals that, mutual 

funds out perform naïve investment. Mutual funds as a medium-to-long term investment option are 

preferred as a suitable investment option by investors. 

Dr. Yogesh Kumar Mehta (Feb 2012), has studied Emerging Scenario of Mutual Funds in India: An 

Analytical Study of Tax Funds. The present study is based on selected equity funds of public sector 
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and private sector mutual fund. Corporate and Institutions who form only 1.16% of the total number 

of investors accounts in the MFs industry, contribute a sizeable amount of Rs. 2,87,108.01 crore 

which is 56.55% of the totalnet assets in the MF industry. It is also found that MFs did not prefer debt 

segment. 

 

Need for the study  

It is appropriate to consider risk and return of each fund to yield better returns before taking 

investment decision. Hence Present study is an attempt of identifying risk and returns of equity funds 

and comparing the same with bench mark returns and peers to help mutual fund investors in choosing 

better funds as investment avenues. 

 

Objective of the study 

The study has set the following specific objectives. 

1. To study the performance of selected mutual funds schemes under different 5 categories 

2. To measure the return earned by the sample mutual funds schemes and compare against the 

benchmark market returns. 

3. To examine the degree of correlation that exists between fund and market return. 

4. To know whether the mutual funds are able to provide reward to variability and volatility 

 

Limitations of the Study 

1.Studied only open ended schemes and close ended schemes were ignored. 

2.  The data is collected is for limited period i.e., three years 

3. The study has been conducted and analysed based on set of available information, which is 

governedby time factor. 

 

Methodology 

 
The present study made an attempt to analyse the performanceof the selected mutualfund schemes 

with the market during the period of the study. In order to achieve the objectives an analysis has been 

made to compare these schemes with the market on the basis of risk and return. Different statistical 

and financial tools are used to evaluate the performance of these mutual fund schemes under the 

present study. These tools and techniques include   standard deviation, beta, alpha, R squared, Sharpe 

ratio. 

 

Statistical ToolsReturn 

Return on typical investment consists of two components. The basic is the periodic cash receipts (or 

income) on the investment, either in the form of interest or dividends. The second component is the 

change in price of the assets-commonly called the capital gain or loss. This element of return is the 

difference between the purchase price and price at which the assets can be sold; therefore it can be a 

gain or a loss 
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Risk 

Risk is neither good nor bad. Risk in holding securities is generally associated with the possibility that 

realized returns will be less than expected returns. The difference between required rate of return on 

mutual_ fund investment and risk free return is the risk premium. Risk can be measured in terms of 

Beta and 'standard deviations 

 

Alpha 

Alpha basically is the difference between the returns an investor expects from a fund. A positive alpha 

means the fund has outperformed its benchmark index. Whereas a negative alpha indicates an 

underperformance of the fund. The more positive an alpha the healthier for investors. 

 

Where, 

Rp = portfolio return 

Rp = Risk free rate of return 

Rm = Average market return    

 

Beta 

Beta is a measure of the volatility of a particular fund in comparison to the market as a whole, that is, 

the extent to which the fund's return is impacted by market factors. Beta is calculated using a 

statistical tool called regression analysis. ‘By definition, the market benchmark index of   Sensex and 

Nifty has a beta of 1.0.Conservative investorsshould focus on mutual funds schemes with low beta. 

Aggressive investors can opt to invest in mutual fund schemes which have higher beta value for 

higher returns taking more risk.  

    

Where, 

 n= number of days 

X= rolling returns of the NSE index 

Y= rolling returns of the schemes    
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Standard Deviation (SD) 

The total risk (market risk, security-specific risk and portfolio risk) of a mutual fund is measured by 

Standard Deviation‘(SD). In 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. In other words can be 

said it evaluates the volatility of the fund. The standard deviation of a fund measures this risk by 

measuring the degree to which the fund fluctuates in relation to its average return of a fund over a 

period of time. In other words, it is a measure of the consistency of a mutual fund's returns. A higher 

SD number indicates that the net asset value (NAV) of the mutual fund is more volatile and, it is 

riskier than a fund with a lower SD. 

Vvar=∑p(ri −E(r)2) 

Where Vvar = Variance    
Sharpe Ratio 

Sharpe ratio (SR) is another important measure that evaluates the return that a fund has generated 

relative to the risk taken. Risk here is measured by SD. It is used for funds that have low correlation 

with benchmark index. This ratio helps an investor to know whether it is a safe bet to invest in this 

fund by taking the quantum of risk. The higher the Sharpe ratio (SR), the better a fund‘s return 

relative to the amount of risk taken. In other words, a mutual fund with a higher SR is better because 

it implies that it has generated higher returns for every unit of risk that was taken. On the contrary, a 

negative Sharpe ratio indicates that a risk-free asset would perform better than the fund being 

analysed. 

 

Where, 

S = Sharpe's index 

Rp = Portfolio return 

Rf = Risk free rate of return 

SD = Standard deviation of portfolio    
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Treynor's Ratio 

Treynor's model is one of the concepts of the characteristics straight line. The characteristics line has 

drawn between the market return and a specific portfolio without taking into consideration any direct 

adjustment for risk. It is also known as reward to volatility ratio is defined as, It measures portfolio 

risk in terms of beta, which is weighted average individual security beta. The ratio is investors, for 

who the fund represents only a fraction of their total assets. The higher the ratio the better is 

performance.    

 

Where, 

Rp = Average return of portfolio 

Rf = Riskless rate of interest 

β�= A measure of systematic risk 

The absolute risk adjusted return measure was developed by Michael Jensen and commonly known as 

Jensen measure. It is mentioned as a measure of absolute performance because a definite standard is a 

set and against that the performance is measured. The standard is based on the manager's predictive 

ability. Successful redaction of security price would enable the manager to earn higher returns than 

the ordinary investor expects to earn in a given level of risk.  

Rp = α+β (Rm-Rf) 

Where, 

Rf= Riskless rate of interest 

β = A measure of systematic risk 

Rp = Average return of portfolio the intercept 

Rm = Average market return 

 

Table 1: Showing Actual Returns of selected different schemes in Indian Equity Mutual Fund 

Particulars Actual Returns (%) 

S & P BSE SENSEX 7.66 

Axis Equity Mutual Fund 12.13 

HDFC Equity Fund 12.83 

SBI Equity Opportunity  Fund 
Series 1 

13.23 

ICICI Equity Saving  Fund Series 
1 

5.56 

Kotak Mahindra Equity Saving 
Fund 

9.70 
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Chart 1: Showing Actual Returns of selected different schemes in Indian Equity Mutual Fund 

 

 

Interpretation  

In the above schemes, SBI Equity Opportunity Fund Series 1 has high return of 13.23% and ICICI 

Equity Saving Fund Series 1 has low return of 5.56% against the benchmark 7.66%. Therefore, from 

the schemes do vary in a range with respect to returns. 

 

Table 2: Showing Standard Deviation of selected different schemes in Indian Equity Mutual Fund 

Particulars Standard Deviation 

Axis Equity Mutual Fund 19.52 

HDFC Equity Fund 17.40 

SBI Equity Opportunity  Fund 
Series 1 

12.40 

ICICI Equity Saving  Fund Series 
1 

6.40 

Kotak Mahindra Equity Saving 
Fund 

3.61 

 

7.66

12.13
12.83 13.23

5.56

9.7

0

2

4

6

8

10

12

14

S & P BSE

SENSEX

Axis Equity

Mutual Fund

HDFC Equity

Fund

SBI Equity

Opportunity

Fund Series

1

ICICI Equity

Saving  Fund

Series 1

Kotak

Mahindra

Equity

Saving Fund

International Journal of Scientific Research and Review

Volume 7, Issue 2, 2018

ISSN NO: 2279-543X

http://dynamicpublisher.org/191



Chart 2: Showing Standard Deviation of selected different schemes in Indian Equity Mutual Fund 

 
 

Interpretation  

From the above table and graph, it is observed that the Kotak Mahindra Equity Saving Fund is having 

minimum standard deviation of 3.61 and the Axis Equity Mutual Fund is having high standard 

deviation of 19.52. 

 

Table 3: Showing Beta value of selected different schemes in Indian Equity Mutual Fund 
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Particulars Beta Value  

Axis Equity Mutual Fund 0.53 

HDFC Equity Fund 0.54 

SBI Equity Opportunity  Fund Series 

1 

0.70 

ICICI Equity Saving  Fund Series 1 11.08 

Kotak Mahindra Equity Saving Fund 2.70 

International Journal of Scientific Research and Review

Volume 7, Issue 2, 2018

ISSN NO: 2279-543X

http://dynamicpublisher.org/192



Chart 3: Showing Beta value of selected different schemes in Indian Equity Mutual Fund 

 

 

Interpretation  

Beta shows that how the selected schemes respond to the market force. The market beta is 1 as 

standard and from the above, it is clear that, ICICI Equity Saving Fund Series 1 has 11.08 and Axis 

Equity Mutual Fund 0.53, the lower the beta, lower the risk against benchmark. 

 

Table 4: Showing Alfa Value of selected different schemes in Indian Equity Mutual Fund 

Particulars Alfa Value 

Axis Equity Mutual Fund 6.92 

HDFC Equity Fund 9.15 

SBI Equity Opportunity  Fund 
Series 1 

10.83 

ICICI Equity Saving  Fund Series 
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86.2 

Kotak Mahindra Equity Saving 
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Chart 4: Showing Alfa Value of selected different schemes in Indian Equity Mutual Fund 

 

 

Interpretation  

In the above schemes, ICICI Equity Saving Fund Series 1 has high Alfa value of 86.2 and Axis Equity 

Mutual Fund has a low Alfa value of 6.92.  

 

Table 5:Showing Sharpe’s method analysis of different schemes in Indian Equity Mutual Fund 

Particulars Sharpe’s  Rank 

Axis Equity Mutual Fund 0.21 4 

HDFC Equity Fund 0.27 3 

SBI Equity Opportunity  Fund 
Series 1 

0.42 2 

ICICI Equity Saving  Fund Series 
1 

-0.38 5 

Kotak Mahindra Equity Saving 
Fund 

0.47 1 
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Interpretation 

From the above schemes, based on Sharpe’s method, Kotak Mahindra Equity Saving Fund has 

obtained 1st Rank and other mutual fund schemes are ranked accordingly in the above graph and 

table. 

Table 6:Showing Treynor method analysis of different schemes in Indian Equity Mutual Fund 

Particulars Treynor’s  Rank 

Axis Equity Mutual Fund 7.79 2 

HDFC Equity Fund 8.94 1 

SBI Equity Opportunity  Fund 
Series 1 

7.47 3 

ICICI Equity Saving  Fund Series 
1 

-0.22 5 

Kotak Mahindra Equity Saving 
Fund 

0.62 4 

 

Chart 6: Showing Treynor method analysis of different schemes in Indian Equity Mutual Fund 

 
 

Interpretation 

From the above table and graph, based on TRENOR method, HDFC Equity Fund has obtained 1st 

rank with the methodology adopted and other schemes ranks were calculated and identified as above. 

Table 7: Showing Jenson’s method analysis of different schemes in Indian Equity Mutual Fund 
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Chart 7: Showing Jenson’s method analysis of different schemes in Indian Equity Mutual Fund 

 
 

Interpretation 

 In the above schemes, based on Jensen’s measure, Axis Equity Mutual Fund has obtained 1st rank 

and other mutual fund schemes are represented as above in the graph and table. 

 

Findings 

 

a) The rate of return from the mutual funds is higher when compared to the other investment 

options.Thus, mutual funds are a better investment avenue to trade-off between risk and return. 

 

b) The Kotak Mahindra Equity Saving Fundis having minimum risk of 3.61 and theAxis Equity 

Mutual Fund is having high risk of 19.52. 

 

c) Investment in ICICI Equity Saving Fund Series 1 seems to be risky because the Beta of the fund is 

11.08, which is more than 1.  

 

d) Based on Sharpe’s method Kotak Mahindra Equity Saving Fund has obtained 1st Rank when 

compared with other mutual fund schemes. 

 

e) The 6th chart depicts, based on TRENOR method HDFC Equity Fund has obtained 1st rank 

whencompared with other mutual fund schemes. 

 

f) Jensen’s measureEquity Mutual Fund has obtained 1st rank when compared withother mutual fund 

schemes. 

 

Suggestions 

 

a) The scheme SBI Equity Opportunity Fund Series 1 has high return of 13.23% and Moderate risk of 

12.40 and this type of funds is suitable for aggressive investors i.e., youths and also high income 

group of people.  
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b) Kotak Mahindra Equity Saving Fundis suitable for the conservative or moderate investors because 

it gives normal return (9.70) and less risky (3.61).  

c) ICICI Equity Saving Fund Series 1 (11.08) and Kotak Mahindra Equity Saving Fund(2.70) have 

high beta value compared to the benchmark; it indicates that the schemes are more volatile. So 

company should harness on it by focusing on investors who is ready to take more risk. 

 

d) Therefore, it is suggested for the investors to do a thorough analysis with the help of available 

performance evaluation techniques like Treynor, Sharpe and Jensen to know the level of performance 

in terms of risk and return. 

 

Conclusion 

 

From the study we conclude that the Mutual Fund is a safe investment tool. Mutual Fund is the only 

opportunity many investors have for investing in an intelligent diversified manner. After studying and 

analysing different mutual fund schemes the following conclusions can be made. The most important 

considerations while making investment decision was return aspect followed by safety, liquidity, and 

taxability. On the basis of the analysis the performance of the study can be concluded to be good and 

those who want to eliminate risk element and want to reap better return than it would be advisable to 

go for debt or arbitrage schemes, which ensures both return and safety.  

 

Small investors, who neither have ability nor expertise, should go for the Mutual Fund. There will be 

various stocks among that they should select the right one and keep track of the investment made. In 

order to get good return investors should have proper information of the funds and their asset 

management companies where they are investing. So it is necessary investors should contact the 

advisory securities for knowing which fund gives good return for their investment. 
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