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Abstract—The research paper critically evaluates the
growth and evolution of mutual fund industry in India.
The research looks at the reshaping of the industry,
wrought by regulatory changes as well technological
advancements and behavioural investor trends. Based on
systematic review of literature, empirical data,
actionable insights from industry reports the study
captures some of portfilo asset allocation in India trends
or issues for client (corporate) with its challenges. It
analyses the strategic implications for mutual fund
managers, distributors and investors, focusing to bridge
a gap in innovation, risk management and investor
education required to proscribe competitiveness and
evolution within the dynamic complex landscape of
Indian mutual fund market. It attempts to examine the
contribution of mutual funds for financial inclusion,
retirement planning and wealth creation in India where
the paper outlines the massive growth as well as
development potential for the industry and intended
significance.

Index Terms—Mutual Fund, India, Regulatory Reforms;
Technological Advancements, Investor Preferences;
Financial Inclusion; Retirement Planning Wealth
Creation.

I. INTRODUCTION

A mutual fund is a vehicle for investments, where a lot
of individual investors pool in their money to be
controlled by seasoned money managers who will
allocate the money in various securities such stocks,
bonds, money market instruments and others.

These are the funds which are managed by fund
managers who seek to invest them in mostly wide
diversification across the board to help limit risk and
maximize returns. Nifty ETFs (Exchange Traded
Funds) are derivative-based financial commodities
whose main objective is to mirror or replicate the Nifty
50 index like top 50 companies listed on National
Stock Exchange (NSE) of India.

History of Mutual Funds in India
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In India, the first mutual fund was started in 1963 with
the Government of India and Reserve Bank of India
(RBI) setup Unit Trust of India UTI). UTI-the first
mutual fund in India held the de-facto hegemony of
over several decades to come. Mutual fund industry
became open post liberalization (early 1990s) in India
when private and foreign players joined. In 1992, the
regulatory environment was formalized by the creation
of Securities Exchange board of India (SEBI).

Growth of Indian Mutual Fund Industry

Post SEBI establishment, the Indian mutual fund
industry has grown exponentially in terms of AUM
and number of beneficiaries. Now, mutual funds are
one of the most popular wealth creation vehicles
among Indian investors on account of the ease of
accessibility for retail investors.

Types of Mutual Funds: -

1. Equity Mutual Funds

Invest in stocks, aiming for long-term capital
appreciation.

2. Debt Mutual Funds

Invest in fixed-income securities like government
bonds, corporate bonds, and money market
instruments, offering stable returns.

3. Hybrid Mutual Funds

Also known as balanced funds, invest in a mix of
equity and debt instruments, balancing risk and return.
4. Index Funds

Passively managed funds that replicate a specific stock
market index, like Nifty 50 or Sensex, offering low-
cost exposure to equity markets.

5. Sectoral/Thematic Funds

Focus on specific sectors or themes, like technology or
healthcare, carrying higher risk but potentially
offering higher returns.

6. Exchange-Traded Funds (ETFs)
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A type of index fund traded on stock exchanges like
individual stocks, offering liquidity and passive
exposure to market indices.

Il. PROBLEM STATEMENT

The Indian mutual fund industry has witnessed
significant growth over the past few decades, driven
by increasing investor awareness, regulatory reforms,
and digitalization. However, several challenges
persist, such as lack of financial literacy, market
volatility, and concerns regarding fund performance,
expense ratios, and risk management. study aims to
analyse the performance, risks, and investor
perceptions of mutual funds in India. It seeks to
address key questions such as:

o What are the key factors influencing mutual fund
investment decisions in India?

e How do different types of mutual funds (equity,
debt, hybrid, etc.) perform under various market
conditions?

e What challenges do investors face when selecting
mutual funds?

¢ How does investor awareness impact mutual fund
adoption in India?

By addressing these issues, the study aims to provide

insights that can help investors make informed

decisions and assist policymakers in improving the
mutual fund ecosystem in India.

I1. OBJECTIVE

The objective of a study on mutual funds in India

typically includes the following:

1. Understanding the Mutual Fund Industry -
Analysing the growth, structure, and regulatory
framework of mutual funds in India.

2. Performance Evaluation — Examining the returns,
risks, and overall performance of different types
of mutual funds (equity, debt, hybrid, etc.).

3. Investor Behaviour - Studying investor
preferences, risk appetite, and factors influencing
investment decisions in mutual funds.

4. Comparative Analysis — Comparing the
performance of mutual funds with alternative
investment options like fixed deposits, stocks, or
government securities.
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5. Impact of Market Conditions — Assessing how
economic and market fluctuations impact mutual
fund returns.

6. Regulatory and Policy Implications -
Understanding the role of SEBI (Securities and
Exchange Board of India) in regulating mutual
funds and its impact on investor confidence.

7. ldentifying Challenges and Opportunities -
Analysing the challenges faced by the mutual
fund industry and identifying opportunities for
future growth

I1l. LITERATURE REVIEW

1. Growth of the Mutual Fund Industry in India

e Sondhi and Jain (2005) discuss the historical
evolution and growth of the Indian mutual fund
industry, highlighting the role of the Association of
Mutual Funds in India (AMFI).

o Post-liberalization reforms opened up the sector to
private players and introduced more competition
(Kumar, 2010).

2. Performance Evaluation of Mutual Funds

e Sharpe (1966) and Treynor (1965) developed early
performance metrics like the Sharpe Ratio and
Treynor Ratio, which have been widely applied in
evaluating mutual funds globally.

e Gupta and Gupta (2014) analysed the performance
of mutual funds in India using the Sharpe, Treynor,
and Jensen’s alpha models.

e Tripathy (1996) focused on the risk-adjusted
performance of Indian mutual funds, assessing both
private and public sector funds.

3. Risk and Return Analysis

o Studies by Agarwal (2011) and Narayan and Rao
(2010) looked into the relationship between risk and
return in Indian mutual funds.

o Mutual fund schemes are often categorized based on
their risk-return profiles, with equity schemes
exhibiting higher risk but potentially higher returns
compared to debt schemes.

4. Impact of Economic Factors on Mutual Funds

e Shankar (1996) assessed the macroeconomic factors
affecting mutual fund performance, focusing on the
impact of inflation, interest rates, and stock market
volatility.

o Banerjee and Chakrabarti (2017) studied how the
Indian mutual fund industry was affected by the global
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financial crisis of 2008, showing a significant impact
on equity funds.

5. Investor Behaviour and Preferences

e Singh and Chander (2004) explored investor
behaviour in India, noting a preference for fixed
income funds due to risk aversion.

e Sarkar (2013) examined factors influencing
individual investor preferences, such as liquidity, past
performance, and tax benefits.

6. Fund Management and Performance

¢ Rao and Mishra (1998) investigated the role of fund
managers in mutual fund performance, emphasizing
the importance of stock selection and timing abilities.
o Kaushik and Lamba (2019) explored how actively
managed funds compare to passive funds in India,
noting a general underperformance of actively
managed funds.

7. Mutual Fund Regulation and Governance

e The Securities and Exchange Board of India (SEBI)
plays a critical role in the regulation of mutual funds
in India, and its guidelines have evolved to ensure
greater transparency and investor protection (SEBI
Reports, 2007, 2015).

¢ Sinha (2012) discussed the challenges in regulating
the mutual fund industry and suggested reforms to
enhance governance and accountability.

8. Taxation Policies and Mutual Funds

e Taxation is a major factor influencing mutual fund
investment decisions in India. Singh and Yadav (2005)
reviewed the impact of tax-saving schemes like
Equity-Linked Savings Schemes (ELSS) on investor
behaviour.

e Goyal (2013) evaluated the changes in tax
regulations over time and their effect on different
categories of funds.

9. Comparison of Public vs. Private Mutual Funds

e Bansal and Gupta (2002) compared public sector
mutual funds (such as UTI) and private sector funds,
finding that private funds generally offer better returns
but at higher risks.

e Mishra (2007) also discussed the performance
divergence between public and private sector funds
during market downturns. 10. Market Timing and
Stock Selection Ability

o Pradhan and Karthik (2011) explored market timing
and stock selection abilities of Indian mutual fund
managers, indicating that most fund managers are
unable to out perform the market consistently.
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e Rao and Wadhwani (2014) suggested that only a
small portion of mutual funds can demonstrate
superior market timing abilities.

10. Risk Diversification and Portfolio Allocation

e Bhatt and Pandey (2009) studied portfolio
diversification strategies adopted by Indian mutual
funds, concluding that sectoral funds are less
diversified than balanced or multi-cap funds.

e Sahu (2016) analysed how Indian funds diversify
risk across sectors and asset classes to mitigate market
volatility.

IV. RESEARCH METHODOLOGY

RESEARCH DESIGN

Secondary data gathering methods were chosen for
this study on corporate financial

strategy because they are realistic and efficient in
providing a thorough overview of

current financial practices across diverse firms.
Secondary sources including as financial

reports, industry assessments, regulatory filings, and
academic publications can be

used to gain access to a variety of pre-existing data that
represents real-world

performance and strategic decisions.

This method enables the examination of massive
datasets, providing robust statistical

analyses to uncover patterns, correlations, and best
practices without the time and

budget constraints associated with original data
collection. Furthermore, using

secondary data boosts the study's credibility because it
comes from credible sources,

which are frequently held to strict standards.

This method is also useful for investigating historical
trends and evaluating financial

strategies across industries, allowing for a complete
knowledge of how these strategies

influence organizational performance in a variety of
circumstances. The utilization of

secondary data methodologies coincsidence with
research aims, offering useful insights into the success
and implementation of company financial strategy.

Sources of data
To compare how well public and private banks are
doing financially, | used data from moneycontrol.com.
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For public banks, | looked at the State Bank of India
(SBI), Punjab National Bank, and Bank of Baroda.
For private banks, | checked out ICICI Bank, HDFC
Bank, and Axis Bank. | used data from 2020 to 2024
for both public and private banks.

Data Analysis
Public sector Mutual funds - Liabilities (IN CRORES)

Sample Size:

The sample comprises four banks, comprising two
public sector mutual funds (IDFC mutual funds, UTI
mutual funds) and two private sector banks (HDFC
Mutual Fund, ICICI Prudential Mutual Fund)

Public Sector Mutual Funds -TOTAL LIABILITIES (in crore)
Public Sector Banks FA 2024 FA 2023 FA 2022 FA 2021
IDFC MUTUAL FUNDS 8503 7912 6819 7419
UTI MUTUAL FUNDS 4419 5311 5891 6573
[} W IDFC Mutual Funds @B UTI Mutual FUNDS
8503
7912
6819 741273
@ 311 891
= 419
YEAR 2024 YEAR 2023 YEAR 2022 YEAR 2021
[ |
W IDFC Mutual Funds 8503 7912 6819 7419
B UTI Mutual FUNDS 4419 5311 5891 6573

IDFC Mutual Funds' liabilities have steadily increased
from %7419 crore (FA 2021) to %8503 crore (FA
2024), indicating expansion. UTI Mutual Funds'
liabilities have declined from 26573 crore (FA 2021)
Public sector Mutual funds NET PROFIT (IN CRORES)

to %4419 crore (FA 2024), suggesting improved
financial management or reduced obligations. The
trend highlights IDFC's growth and UTI's decreasing
liabilities

Public Sector Mutual Funds -NET PROFIT (in crore)
Public Sector Banks FA 2024 FA 2023 FA 2022 FA 2021
IDFC MUTUAL FUNDS 17991 16391 14491 15649
UTI MUTUAL FUNDS 741 636 542 457
[ | B IDFC Mutual Funds BUTI Mutual FUNDS
17991
16391 14491 15649
E
=
= 41 36 42 57
YEAR 2'5'24 YEAR 2'6-23 YEAR 25-22 YEAR 26-2 1
[ |
B IDFC Mutual Funds 17991 16391 14491 15649
mUTI Mutual FUNDS 741 636 542 457
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A Consistent rise in net profit for both IDFC and UTI
Mutual Funds from FA 2021 to FA 2024. IDFC
Mutual Funds have significantly higher profits than
UTI Mutual Funds, indicating stronger financial
Public sector Mutual fund -Assets (IN CRORES)

performance. The upward trend suggests growth in
investor participation, better fund management, or
favourable market conditions

Public Sector Mutual Funds -TOTAL ASSETS (in crore)

Public Sector Banks FA 2024 FA 2023 FA 2022 FA 2021
IDFC MUTUAL FUNDS 1419 1314 1230 1338
UTI MUTUAL FUNDS 3640 3174 2732 2340

The data shows that IDFC Mutual Funds experienced
some fluctuations, with a dip in FA2022 but a gradual
recovery by FA2024. In contrast, UTI Mutual Funds
have shown consistent and significant growth each
year, nearly doubling their profits from 32,340 crore

(FA2021) to %3,640 crore (FA2024). This suggests
that UTI Mutual Funds are on a stronger growth
trajectory, while IDFC Mutual Funds have had a more
volatile performance but are recovering.

Data Analysis
Private sector Mutual funds -Net profit (IN CRORES)
Private Sector Mutual Funds -NET PROFIT (in crore)
Public Sector
Banks FA 2024 FA 2023 FA 2022 FA 2021 FA 2020
HDFC MUTUAL 65447 46149 38151 31857 31857
FUNDS
ICICI 850 813 759 956 1066
PREDENTUAL
FUNDS
Chart Title
70000
60000
50000
Q
= 40000
P—
% 30000
20000
10000
0
YEAR 2024 YEAR 2023 YEAR 2022 YEAR 2021 YEAR 2020
|
® HDFC MUTUAL FUND 65447 46149 38151 31857 31857
ICICI Prudential Mutual Fund: 850 813 759 956 1066
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Private Sector Mutual Funds -Liabilities (in crore)

Axis Title

1500000
1000000
500000

YEAR 2024

= HDFC MUTUAL FUND
ICICI Prudential Mutual Fund:

Chart show a rising trend in liabilities for private sector
mutual funds, particularly for HDFC and ICICI.
HDFC Mutual Funds saw a sharp increase in FA 2024,

3282334

YEAR 2023

1403894

287995 245761

time

YEAR 2022

1874887
235279

YEAR 2021

1589062
205048

Public Sector Banks FA 2024 FA 2023 FA 2022 FA 2021 FA 2020
HDFC MUTUAL 3282334 1403894 1874887 1589062 1403894
FUNDS
ICICI 287995 245761 235279 205048 148752
PREDENTUAL
FUNDS
Chart Title
3500000
3000000
2500000
2000000

YEAR 2020

1403894
148752

while ICICI's liabilities have grown steadily. The chart
visually confirms this upward
trend, indicating increased financial obligations over

Private Sector Mutual Funds Total asssets (in crore)

Public Sector Banks FA 2024 FA 2023 FA 2022 FA 2021 FA 2020
HDFC MUTUAL 4030194 1580830 2122943 1799506 1580830
FUNDS
ICICI 299000 255851 244437 217219 156030
PREDENTUAL
FUNDS
Chart Title
4500000
4000000
3500000
R 3000000
= 2500000
8 2000000
< 1500000
1000000
500000 — B_ - .
YEAR 2024 YEAR2023 = YEAR2022 YEAR2021 = YEAR 2020
=
®m HDFC MUTUAL FUND 4030194 1580830 2122934 1799506 1580830
®ICICI Prudential Mutual Fund: 299000 255851 244437 217219 156030
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HDFC Mutual Funds and ICICI Prudential Mutual
Funds have shown consistent asset growth from FA
2020 to FA 2024. HDFC's assets surged significantly
from Z1.58 lakh crore to 34.03 lakh crore, while
ICICI's grew steadily from X1.56 lakh crore to %2.99
lakh crore. HDFC outperformed ICICI in asset
accumulation, with the most significant jump in FA
2024. The overall trend indicates strong growth in the
private mutual fund sector

V. RESULT AND DISCUSSION

Investing in Public Mutual Fund or Private Mutual
Fund

Public Mutual Funds

1. Regulation: Public mutual funds are regulated by
the Securities and Exchange Board of India (SEBI),
providing an added layer of security and transparency.
2. Accessibility: Public mutual funds are widely
available and can be invested in through various
channels, such as online platforms, banks, and
financial advisors.

3. Diversification: Public mutual funds offer a range of
investment options across various asset classes,
sectors, and geographies, allowing for diversification.
4. Economies of scale: Public mutual funds benefit
from economies of scale, which can lead to lower costs
and higher returns.

5. Disclosure: Public mutual funds are required to
disclose their investment strategies, portfolio holdings,
and performance regularly.

Private Mutual Funds

1. Customization: Private mutual funds offer
customized investment solutions tailored to individual
investors' needs and goals.

2. Flexibility: Private mutual funds may offer more
flexibility in terms of investment strategies and asset
allocation.

3. Personalized service: Private mutual funds often
provide personalized service and direct access to the
fund manager.

4. Potential for higher returns: Private mutual funds
may offer the potential for higher returns due to their
ability to take concentrated bets and invest in niche
areas.

5. Lower transparency: Private mutual funds may have
lower transparency and disclosure requirements
compared to public mutual funds.
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VI. CONCLUSION

This study highlights the key differences between
public and private mutual funds in India. Public
mutual funds offer regulation, accessibility,
diversification, and transparency, making them a
famous choice for retail investors. Private mutual
funds, on the other hand, provide customization,
flexibility, and personalized service, catering to the
needs of high-net-worth individuals and institutional
investors. Ultimately, the choice either public or
private mutual funds depends on individual investor
goals, risk tolerance, and allocation horizons.
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