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Abstract - In this context, prioritization, preference building and close monitoring ofmutual funds are essentials for fund managers to 
make this the strongest and mostpreferred instrument in Indian capital market for the coming years. With the decline inthe bank 
interest rates, frequent fluctuations in the secondary market and the inherentattitude of Indian small investors to avoid risk, it is 
important on the part of fundmanagers and mutual fund product designers to combine various elements of liquidity,return and 
security in making mutual fund products the best possible alternative for thesmall investors in Indian market. 

Researchers have attempted to study various need expectations of small investorsfrom different types of mutual funds available in 
Indian market and identify the riskreturn perception with the purchase of mutual funds(1). Various sophisticated 
multivariatetechniques are applied to identify important characteristics being considered by theIndian investors in the purchase 
decision, the paper also suggests a product design of anoptimum mutual fund and track the positioning gap available in Indian 
mutual fund market. SPSS version 17 is used for data analysis.  

 
I. INTRODUCTION  

 A Mutual Fund is a trust that pools the savings of a 
number of investors who share a common financial goal. 
The money collected& invested by the fund manager in 
different types of securities depending upon the 
objective of the scheme. These could range from shares 
to debentures to money market instruments. The income 
earned through these investments and its unit holders in 
proportion to the number of units owned by them (pro 
rata) shares the capital appreciation realized by the 
scheme. Thus, a Mutual Fund is the most suitable 
investment for the common person as it offers an 
opportunity to invest in a diversified, professionally 
managed portfolio at a relatively low cost. Anybody 
with an investible surplus of as little as a few thousand 
rupees can invest in Mutual Funds. Each Mutual Fund 
scheme has a defined investment objective and strategy. 

Comparison of Mutual Funds with ‘Other Instrument’ 

 Alone UTI with just one scheme in 1964 now 
competes with as many as 400 odd products and 34 
players in the market. In spite of the stiff competition 
and losing market share, Last six years have been the 
most turbulent as well as exiting ones for the industry. 
New players have come in, while others have decided to 
close shop by either selling off or merging with others. 
Product innovation is now passé with the game shifting 
to performance delivery in fund management as well as 

service. Those directly associated with the fund 
management industry like distributors, registrars and 
transfer agents, and even the regulators have become 
more mature and responsible. 

 Funds have shifted their focus to the recession free 
sectors like pharmaceuticals, FMCG and Technology 
sector. Funds performances are improving. Funds 
collection, which averaged at less than Rs. 100billion 
per annum over five-year period spanning 1993-98 
doubled to Rs.210billion in 1998-99. Total collection for 
the current financial year from the year 2005 is expected 
to reach the level of Rs. 450billion to 1 trillion. 

 What is particularly noteworthy is that bulk of the 
mobilization has been done by the private sector mutual 
funds rather than public sector mutual funds.  

Potential of Returns 

 Returns in the mutual funds are generally better 
than any other option in any other avenue over a 
reasonable period. People can pick their investment 
horizon and stay put in the chosen fund for the duration. 
Equity funds can outperform most other investments 
over long periods by placing long-term calls on 
fundamentally good stocks(2). The debt funds too will 
outperform other options such as banks, though they are 
affected by the interest rate risk in general. 
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