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ABSTRACT

Mutual funds provide access to expert manageraweh@ and monitor the investment selections as
dictated by the fund's strategy. Strategies cageriitom a defined financial objective, such as ¢jnaw
income, to an investment theme like global or hezdte investing. Because mutual fund investoos als
share the costs of managing the fund, even newstorgecan access the same caliber of expert money
management and portfolio diversification that laimgeestors and institutions obtain when they astem
their own portfolios of individual securities.

Growth and development of various mutual fund potslin Indian capital market has proved to
be one of the most catalytic instruments in gemggahomentous investment growth in the
capital market. There is a substantial growth eartiutual fund market due to a high level of
precision in the design and marketing of varietymftual fund products by banks and other
financial institution providing growth, liquidityral return.
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IIRODUCTION

Mutual Funds can provide investors with accessh® dxpertise of professional money mane
sophisticated strategies and vallersified portfolios. A mutual fund Product ig@up of stocks, bonds
other securities that has been pooled togetlikisahen sold in pieces called shares. The eataduct line
offered by a mutual fund company is considerethitsly. The significant outcome of the governm
policy of liberalization in industrial and finantisector has been the development of fieancia
instruments like Mutual Funds. These new instrumenate expected to impart grei
competitiveness flexibility and efficiency to thedncial sector.

In this context, prioritization, preference builgirand close monitoring of mutual fundsear
essentials for fund managers to make this the géstnand most preferred instrument in In
capital market for the coming years. With the dexin the bank interest rates, frequent fluctua

in the secondary market and the inherent attitudéndian small investors to avoid risk, it
important on the part of fund managers and mutuad fproduct designers to combine var
elements of liquidity, return and security in makimutual fund products the best poss
alternative for the small investors in Indian marke

INVSETMENT STRATEGIES OF POENTIAL INVESTORS
Investors' insight into an offer documeart abridged offer document, which contains veryful
information, is required to be given to the progpecinvestor by the mutual fund. The applica
form for subscription to a scheme is an integrat pathe offer document. SEBI has prescri
minimum disclosures in the offer document. An investmefore investing in a scheme, she



carefully read the offer document. Due care musgilden to portions relating to main feature:
the scheme, risk factors, initial issue expensesraourring expeses to be charged to the sche
entry or exit loads, sponsor's track record, edoat qualification and work experience of |
personnel including fund managers, performancetfiéroschemes launched by the mutual fur
the past, pending litigationand penalties imposed, etc. Mutual funds are reduio dispatc
certificates or statements of accounts within sieeks from the date of closure of the in
subscription of the scheme. In case of close-esdadmes, the investors would get eith&eana
account statement or unit certificates as thesdraded in the stock exchanges. In case of -open
ended schemes, a statement of account is issut lgutual fund within 30 days from the dat
closure of initial public offer of the scheme. Tpcedure of repurchase is mentioned in the
document.

According to SEBI Regulations, transfer of unitsaguired to be done within thirty days from
date of lodgment of certificates with the mutuatdu A mutual fund is required to dispatchthe
unit holders the dividend warrants within 30 daystlte declaration of the dividend and
redemption or repurchase proceeds within 10 workiags from the date of redemption
repurchase request made by the unit holder. In cabefailures to disptch thi
redemption/repurchase proceeds within the stipdilatee period, Asset Management Compal
liable to pay interest as specified by SEBI fromdito time (15% at present). There ma
changes from time to time in a mutual fund. Theuwalfundsare required to inform any mate
changes to their unit holders. Apart from it, manytual funds send quarterly newsletters to
investors. At present, offer documents are requicelde revised and updated at least once it
years. In the meamtie, new investors are informed about the matehiahges by way of addend
to the offer document till the time offer documentevised and reprinted.

The performance of a scheme is reflected in itsasset value (NAV) which is disclosed on d
basis in case of open-ended schemes and on weagily imn case of closeaded schemes. T
NAVs of mutual funds are required to be publishedewspapers. The NAVs are also availabl
the web sites of mutual funds. All mutual funds also required to puheir NAVs on the web si
of Association of Mutual Funds in India (AMFI) ardus the investors can access NAVs o
mutual funds at one place. The mutual funds are r@quired to publish their performance in
form of half-yearly results which alsnclude their returns/yields over a period ofdiie. last si
months, 1 year, 3 years, 5 years and since ingepfiechemes. Investors can also look into «
details like percentage of expenses of total assethese have an effect on the yiafdl othe
useful information in the same half-yearly format.

The mutual funds are also required to send anremdrt or abridged annual report to the
holders at the end of the year. Various studiesiatual fund schemes including yields of diffaren
schemes are being published by the financial nepespaon a weekly basis. Apart from th
many research agencies also publish research sepoferformance of mutual funds including
ranking of various schemes in terms of their penfomce. Inve®rs should study these reports
keep themselves informed about the performanceaabws schemes of different mutual fur
Investors can compare the performance of theirrsekewith those of other mutual funds unde
same category. They can alsompare the performance of equity oriented schewiés the
benchmarks like BSE Sensitive Index, S&P CNX Nifeyc. On the basis of performance of
mutual funds, the investors should decide whemtereor exit from a mutual fund scheme.

1.1 Choosing a Scheme by a Small Investor for Inggment:
The investors must read the offer document of tlhwual fund scheme very carefully. They r



also look into the past track record of performanteéhe scheme or other schemes of the :
mutual fund. They ma also compare the performance with other schemasndéy simila
investment objectives. Though past performance stl@me is not an indicator of its fut
performance and good performance in the past mayagrnot be sustained in the future, this is on
of the important factors for making investment dam. In case of debt oriented schemes,
from looking into past returns, the investors sdalko see the quality of debt instruments whi
reflected in their rating. A scheme with lower raflereturn but having investments in better r.
instruments may be safer. Similarly, in equitiebesnes also, investors may look for qualit
portfolio. They may also seek advice of expertvestors should not assume some comp
having the name "mual benefit" as mutual funds. These companies docome under tt
purview of SEBI. On the other hand, mutual funds caobilize funds from the investors
launching schemes only after getting registerett BEBI as mutual funds.

In the offer documentfany mutual fund scheme, financial performancéudiog the net worth «

the sponsor for a period of three years is requdake given. The only purpose is that the inve

should know the track record of the company whiels Bponsored the mutualnfli Howevel
higher net worth of the sponsor does not mean tttetscheme would give better returns or
sponsor would compensate in case the NAV falls.

In case of winding up of a scheme, the mutual fupalg a sum based on prevailing NAV a

adjustmat of expenses. Unit holders are entitled to reza@iveport on winding up from the mut

funds which gives all necessary details.

Investors would find the name of contact persotheoffer document of the mutual fund sch

that they may approach irage of any query, complaints or grievances. Trastée mutual fun

monitor the activities of the mutual fund. The nam& the directors of asset Manager

Company and trustees are also given in the offeuments. Investors can also approach SEE

redressal of their complaints. On receipt of conmpéa SEBI takes up the matter with

concerned mutual fund and follows up with themtkti# matter is resolved.

1.2 Investor’s Rights and Obligations:

Some of the Rights and Obligations of investors-are

a) Investors are mutual, beneficial and proportionalners of the scheme’s assets.
investments are held by the trust in fiduciary catyg The fiduciary duty is a legal relations
of confidence or trust between two or more parties)

b) In case ofividend declaration, investors have a right tenee the dividend within 30 days
declaration.

c) On redemption request by investors, the AMC muspatich the redemption proceeds wi
10 working days of the request. In case the AMG fa do so, ihas to pay an interest @
%. This rate may change from time to time subjectgulations

d) In case the investor fails to claim the redemptooceeds immediately, then the applic
NAV depends upon when the investor claims the rgudiem proceeds.

e) Investors can obtain relevant information from thestiees and inspect documents like
deed, investment management agreement, annualtgepdier documents, etc. They I
receive audited annual reports within 6 months ftbenfinancial year end.

f) Investors can wind up a scheme or even terminat&RM€ if unit holders representing 75
of scheme’s assets pass a resolution to that respec

g) Investors have a right to be informed about changéise fundamental attributes of a sche
Fundamental attriges include type of scheme, investment objectwekspolicies and terms
issue.



h) Lastly, investors can approach the investor ratatiofficer for grievance redressal. In case
investor does not get appropriate solution, heaggoroach the investgrievance cell of SEE
The investor can also sue the trustees.

The OD (offer document) is a legal document and the investor’s obligation to read the

carefully before investing. The OD contains all thaterial information that the investor wo
require to make an informed decision. It containe tisk factors, dividend policy, investm
objective, expenses expected to be incurred bytbposed scheme, fund manager’'s experi
historical performance of other schemes of the fand a lot ofother vital information. It is ni
mandatory for the fund house to distribute the Oithwach application form but if the inves
asks for it, the fund house has to give it to tieestor. However, an abridged version of the

known as the Key Information Memorandum (KIM) ha$e provided with the application form.

1.3 Fund Selection by the Advisor:

It is very important for the asset management compga decide that in which of the availa
options the collected funds should be investeddwige the investors with higher returns .It affi
not only the investment pattern as a whole but @isqrofitability of the product®\n advisor ha
to decide on the amount to be invested in the ladgories of Equity, Debt, Balanced and Mc
Market Funds.

Selecting an Equity Fund

The Investor should classify the available equitghemes before investing or selecting a fund
convenience based d@rowth, Value ,Equity Income ,Broad based specialty

Concentrated specialty funds .The investor shatiategies based on mainstream growth or
funds, providing broad based diversification, Sewther a differentiated growth or value fund
a specialty fund whose risk return will vary frohetoverall market and also Evaluate pass re
of available funds

2.1Review the salient features of the scheme

Fund size —smaller funds means higher expenses.

Fund age —the older the performing fund the better comparetew unproven fund. One m
consider Portfolio manager's experience, Costwdsting, and Portfolio characteristics.

Cash position —Equity funds normally hold little cash; say 5%, m@ash would mean less mo
is invested. A fund manager might sit on higherf6ash if he predicts a Bull or Bear run.
Portfolio concentration —if the funds 10 largest holdings account for c@% d the net assets,
is a concentrated portfolio.

Market capitalization of funds — large caps funds are deemed safer to invest in amddo sma
cap funds.

Portfolio turnover — A steady holding of investments means long ternenation. Highe
turnover could mean higher capital gain but it vdoaillso mean higher transaction cost.
Portfolio statistic — compare its performance with others.

2.2 Selecting a Debt/ Income/ Bond Fund:

Narrow down on choice- Debt funds have a larger variety to choose fr8hort term 4ong term
government — corporate, high investment gradewy tlomestic — global bonds.

Know investment objecti- Younger investor needs retirement planning, henog kerm bonc
are appropriate, retired investors need money iecschemes.

2.3 Selecting a Money Market or Liquid Fund:



While selecting a liquid fund the advisor has tefxé mind points lik&osts,
Quiality ,Yields

3.1 Developing a Model Portfolio:
While investing and developing a portfolio for osedf, there are amy important points which o
should remember. Jacob described these stepsasiting in this manner:
Jacob’s Four step program:
a) Work with the investors to develop long term goals
b) Determine the asset allocation of the investment portfolio
c) Determine the sector distribution
d) Select specific fund managers & their schemes

Jacob’s Four different portfolios:

Young unmarried professional50% in aggressive equity funds, 25% in high yietwhdis &
growth & income funds, 25% in conservative moneykagafunds.

Young couple with 2 kids10% in money market funds, 30% in aggressive eduitgs, 25% i
high yield bonds & long term growth funds & 35% neipal bond funds.

Older couple — single income30% in short municipal bond funds, 35% long terrmiaypal bonc
funds, 25% moderately aggressive equity & 10% emgrgrowth equity.

Recently retired couplt 35% in conservative equity funds for capital preagon/ income, 25¢
moderately aggressive equity & 40% in money maifieds.

4.1Mutual Fund Investment Strategies:
Systematic Investment Plan (SIP

These are best suited for young people who haviegdttneir careers and need to build their we
SIPs entail an investor to invest a fixed sofrmoney at regular intervals in mutual fund sch
the investor has chosen. For instance an invegtiangofor SIP in xyz mutual fund scheme \
need to invest a certain sum of money every mogtrafter /half year in the scheme.

Systematic Withdraw: Plan (SWPs):

These plans are best suited for people nearingemednt. In these plans an investor invests
mutual fund scheme and is allowed to withdraw adixsum of money at regular intervals to
care of expenses.

Systematic Transfer Plan (Ps):

They allow the investors to transfer on a peridolisis a specified amount from one schen
another within the same fund family meaning twoesohs belonging to the same mutual fun
transfer will be treated as redemption of unitgrfrthe schemdérom which the transfer is ma
.Such redemption or investment will be at the agglie NAV. This service allows the investo
manage his investment actively to achieve his olves. Many funds do not even charge ever
transaction feed for this service an added advarf@aghe active investor.

5.1 Investment Procedure in Mutual Funds:

The Procedure Of investment in Mutual Fund canumensed up like this:
1) Identify the needs

2) Choose the Right Fund



3) Select the ideal mix of scheme
4) Invest Regularly

5) Keep taxes in mind

6) Start early

The Ground Rule of Mutual Fund Investing:

Before investing one must learn some basic rulaswasting in Mutual funds, so that one she
not make big losses. These Rules are simple afullaws:

1) Assess oneself: assessment of once need

2) Try to understand where money is going
3) Don't rush in picking funds, think first

4) Invest, Don't speculate

5) Don't put all the eggs in one basket

6) Be regular

7) Do the homework

8) Find the right Fund

9) Keep track of right information

10)  Know when to sell the funds
These ground rules are inter connected to each atitethey go hand in hand together.

6.FACILITIES AVAILABLE TO INVESTORS:

6.1Repurchase FacilitiesThe close-end schemes aeguired to be listed in recognized stock exchangies:
schemes are generally bought and sold at marketgrBut listing in stock exchange is not mandaforythe open
ended schemes. So they have to be bought onlytiierfund. The fund reservesthight to buy back the units from
members. This process of buying back the units fteerinvestors by the fund is called repurchastitiac

6.2 Re-issud-acilities: The units /schemes /funds purchased from the iokeste again reissued to tidereste
investors. The price for this purchase is calletsee price.

6.3 Roll-Over Facilities: At the time of redemption, investors are given atiam to reinvest this entire amo
once again for another term. An investor can owercdhe adversenarket conditions at the time of redemptior
resorting to roll over facility. This is cited ihé close-ended scheme.

6.4 Lateral Shifting Facilities: Some mutual funds permit investors to shift frone @cheme f

another on the basis of the NAV withviaw to provide total flexibility in their operatis. This shifting i
called "lateral shifting".

6.5 OPTIONS AND VALUE-ADDED SERVICES:

Thanks to the heightened competition in the muftwadl industry, mutual funds now offer varic

options and value-added services to attract amaghretistomers.

Options:

With respect to a number of schemes, Mutual Fufffés the following:

Dividend and growth options, systematic investngan, and systematic withdrawal plan.

i. Dividend and growth options: When any investor joins a scheme, he can choos
dividend option or the growth option. Under theidand option, the gains of the scheme
paid out at regular intervals in the form of divids. Funds may offer daily, weel
monthly, quarterly, half-yearly, and annual dividesptions.



Under the growth option, investment gains are phedgback into the scheme and
dividends are declared. Though the returns froth e dividend and growth options will
the same, the tax implications may be different.

ii.  Systematic investment plan:Under the systematic investment plan (SIP), thestor ca
invest regular sums of money every month to buysuof a Mutual Fund scheme. As
investment is made regularly, the investor buysemarits when the prices low and fewe
units when the price is high.

ii.  Systematic withdrawal plan: A Systematic Withdrawal Plan (SWP) works like ategsatic
investment plan in the opposite direction. The S&lBws the investor to withdraw a fix
amount every month.

Value-Added Services:

Mutual funds offer value@dded services like redemption over phone, triggecs alerts, cheq

book facility, and new points of purchase.

i. Redemption over phone:many companies for example, Prudential ICICI ofiegestors, th
facility of making a redemption request or swit@tveen schemes over the phone.

il. Cheque book facility: Fund houses take few days to process a redemmourest and the
further time is dst when the redemption cheque is in transit. tialown this delay, some fu
houses give investors in certain schemes (typiailyt schemes), some limit, at the tim
investment itself. Encashment of the cheque isnéeleas withdrawal, at the sche’s NAV or
the day the cheque is deposited.

CONCLUSION

Savings form an important part of the economy gfration. With the savings invested in variousoop
available to the people, the money acts as therdov growth of the country. Indian financial sedno
presents a plethora of avenues to the investoosighhcertainly not the best or deepest of marketseal
world, it has reasonable options for an ordinany toanvest his savings.

An investment can be described as perfect ifigfisstall the needs of all investors. So, theirgtppoint in
searching for the perfect investment would be rée investor needs. If all those needs are mttteby
investment, then that investment can be termeaktifiect investment.

Most investors and advisors spend a great deaimef uinderstanding the merits of the thousands of
investments available in India. Little time, howevs spent understanding the needs of the investbr
ensuring that the most appropriate investmentselgeted for him.

The Investment Needs of an Investor are very impaant.

1. Security of original capitat The chance of losing some capital has been arimeed. This is perhaps the
strongest need among investors in India, who hédfered regularly due to failures of the finansigtem.

2. Wealth accumulation: This is largely a factor of investment performarioeluding both short-term
performance of an investment and long-term periocenaf a portfolio. Wealth accumulation is thanstie
measure of the success of an investment decision.

3. Comfort factor: This refers to the peace of mind associated wwiimaestment. Avoiding discomfort is
probably a greater need than receiving comfortutagpn plays an important part in delivering tbentort
factor.

4. Tax efficiency:Legitimate reduction in the amount of tax payabéen important part of the Indian psyche.
Every rupee saved in taxes goes towards wealthmatation.



5. Life Cover: Many investors look for investments that offeradyceiurn with adequate life cover to manage
the situations in case of any eventualities.

6. Income: This refers to money distributed at intervals byireeestment, which are usually used by the
investor for meeting regular expenses. Income reedsto be fairly constant because they are detate
lifestyle and are well understood by investors.

7. Simplicity: Investment instruments are complex, but investsed to understand what is being done with
their money. A planner should also deliver singlia investors.

8. Ease of withdrawal: This refers to the ability to invest long term Withdraw funds when desired. This is
strongly linked to a sense of ownership.

9. Communication: This is to educating and informing the investbmatheir investment
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