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Abstract- Mutual Funds in India are financial instruments. A mutual fund is not an alternative investment option to stocks 
and bonds; rather it pools the money of several investors and invests this in stocks, bonds, money market instruments and 
other types of securities. The owner of a mutual fund unit gets a proportional share of the fund’s gains, losses, income and 
expenses. Mutual Fund is vehicle for investment in stocks and Bonds. Each mutual fund has a specific stated objective. The 
fund’s objective is laid out in the fund's prospectus, which is the legal document that contains information about the fund, its 
history, its officers and its performance. Some popular objectives of a mutual fund are: 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. The share value of the Mutual Funds in India is known 
as net asset value per share (NAV). The NAV is calculated on the total amount of the Mutual Funds in India, by dividing it 
with the number of shares issued and outstanding shares on daily basis. The company that puts together a mutual fund is 
called an AMC.  
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I. INTRODUCTION 
 
Investment is very important to park the surplus fund 
of an individual for the purpose of earning additional 
provides an overview of mutual fund activity in 
emerging markets. It describes their size, asset 
allocation, and country allocation and then focuses on 
their behavior during crises in emerging markets in 
the 1990s. It analyzes data at both the fund‐manager 
and fund‐investor levels. Due to large redemptions 
and injections, funds' flows are not stable. 
Withdrawals from emerging markets during recent 
crises were large, which is consistent with the 
evidence on financial contagion. 
The analysis income or capital appreciation or both. 
The investor has to consider various factors while 
making an investment decision these are as follows: 
risk associated with the investment, tax benefits, 
liquidity and market ability etc. 
A mutual fund is a pool of money collected from 
many small investors which is professionally 
managed by the portfolio managers.  
 
It is a type of collective investment scheme and 
invests it various securities such as in stocks, bonds 
and Short-term money market instruments. The 
performance of the fund depends upon the economic 
condition of the country and the world as a whole. 
The Performance of the fund will be evaluated in 
terms of rate of return, Treynor, Sharpe and Jensen’s 
measure of performance. The mutual fund industry in 
the country manages around Rs 7,81,583.84 crores 
(As of Feb, 2010) of assets, a large part of which 
comes from retail investors Mutual funds are 
considered as one of the best attractive investment 
options available to small investors as compare to 
others alternatives because it is managed by 
professional portfolio managers  .II. 

II. TOOLS FOR ANALAYSING MUTUAL 
FUNDS:  
 

1. Credit rating (debt schemes only)  
All debt papers that the fund invests in are 
rated by agencies according to their risk 
profile. While government securities are 
totally risk free, corporate papers are rated 
from AAA (highest safety) to D (default).  
 
Agencies use their own methodology to rate 
a fund. The ratings are usually provided in 
the fund's fact sheet.  
 

2. Sharpe Ratio  
This ratio shows the return per unit of the 
total risk taken by the scheme.  

 
(Return - risk free return) ÷ Standard deviation  
 
Implications for investors  
compare only within categories. Higher than category 
average Sharpe ratio indicates that the fund manager 
was able to generate higher return per unit of total 
risk.  
 
3. Average Maturity or Maturity Profile (Debt 
schemes only)  
Debt funds invest in papers with varying maturities. 
The maturity profile indicates the average maturity of 
all debt securities in a fund.  
 
This is usually given in the fund's fact sheet. 
 
Implications for investors 
Market prices of long-duration papers are more 
sensitive to movements in interest rates. Investors 
should avoid funds with long maturity if interest rates 
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are likely to rise. If rates are likely to fall, such 
schemes can give higher returns.  
 

4. Expense Ratio   
This ratio represents the annual expense the fund 
will charge the investor. It ranges between 0.1% 
(for fixed maturity plans) to 3.25% (for small-
sized equity funds  

 
Total expenses charged by the fund/average assets 
under management of the fund.  
 
Implications for investors 
the lower the expense ratio, the better it is for the 
investor. Since most debt funds generate similar gross 
returns, expense ratio becomes more important for 
debt funds. Direct plans have lower expense ratios. 
 

5 Portfolio Concentration Ratio  
          This ratio shows where and how much has the 
fund invested. This is usually a percentage of the   
fund's top five stocks or sectors.  
 
Implications for investors  
Normal range is 30%-40% for top five stocks and 
30%-60% for top five sectors for diversified funds. 
Investors go to mutual funds for diversification, any 
undue concentration in its portfolio defeats this goal.  
 
Exit Load  
This is the penalty charged by a mutual fund for 
leaving a scheme early. Exit load normally ranges 
between 0% (for liquid funds) and 1% (up to 1 year 
of holding in an equity scheme).  
 
Implications for investors 
Invest in schemes with lower exit load. Please note 
that the exit load will be charged based on the load 
structure applicable at the time of investment and not 
at the time of redemption. 
 
7.  Standard Deviation  
This is a measure of the volatility in a fund's returns 
and, therefore, indicates the risk in a fund’s portfolio.  
 

First, calculate the average of daily returns. Deduct 
this average from each daily return and square the 
difference. The sum of all these squared values is 
then divided by the number of days to get the 
variance. And the square root of the variance is 
standard deviation.  
 
Implications for investors  
lower the deviation, the better it is. However, one 
needs to compare it only within categories. The range 
can be below 1% for liquid funds and 20%-40% for 
equity funds.  
 
8.  Portfolio Turnover Ratio  
This ratio captures how frequently a scheme trades 
(buys or sells) in its portfolio. While it will be low for 
passively managed schemes, it can go up to 500% for 
actively managed equity schemes.  
Total value of securities sold or bought over 12 
months/average assets under management of the 
fund. 
 
Implications for investors  
This ratio needs to be compared within category. 
Active investors can opt for schemes with a high 
turnover ratio, while passive, long-term buy and hold 
investors can go for low turnover ratio schemes.  
 
CONCLUSION 
 
Finally I conclude that mutual fund is one opportunity 
for investing some money for a particular area. In the 
mutual fund some tools are using for calculating risk 
and return it can be useful to take the investment 
decision in mutual funds. 
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