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ABSTRACT 

 A mutual Fund is a trust that pools the savings of a number of investors who share a 

common financial goal. Anybody with an investible surplus of as little as a few hundred 

rupees can invest in Mutual Funds.  These investors buy units of a particular Mutual Fund 

scheme that has a defined investment objective and strategy. The money thus collected is 

then invested by the fund manager in different types of securities. Mutual funds also invest in 

more exotic financial instruments such as futures, options, forwards, and swaps. In addition, 

some mutual funds invest mainly in shares in some market sector or industry such as 

financial services, utilities, or technologies.  Mutual funds offer various schemes such as 

growth funds, income funds, balanced funds, money market funds, tax savings schemes, etc. 

In this paper an attempt has been made to understand the investors’ preference towards 

mutual fund schemes. 

 

INTRODUCTION 

 The retail investors have several investment avenues such as currency, postal savings, 

real estate, bank deposit, pension and provident fund, mutual funds, chits, gold, life 

insurance, shares, etc.  Each of these investment avenues has its own features.  The risk and 

return associated therewith vary from one Investment Avenue to another.  Investors always 

judge a fund by the return it gives, never by the risk it took. In any historical analysis of a 

mutual fund, the return is remembered but the risk is quickly forgotten. Mutual funds try to 

maximize the returns on the funds invested through them - but all of the funds cannot succeed 

an outperforming each other or the benchmark. Hence, some of them under-perform the 

benchmark. 

TYPES OF MUTUAL FUND SCHEMES 

There are a wide variety of Mutual Fund schemes that cater to the needs of investors, 

whatever is their age, financial position, risk tolerance and return expectations. Whether as 

the foundation of their investment programme or as a supplement, Mutual Fund schemes can 

help them meet their financial goals? 
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(A) By Structure 

Open-Ended Schemes 

These do not have a fixed maturity. You deal with the Mutual Fund for your 

investments and redemptions. The key feature is liquidity. You can conveniently buy and sell 

your units at Net Asset Value (NAV) related prices, at any point of time. 

Close-ended schemes 

Schemes that have a stipulated maturity period (ranging from 2 to 15 years) are called 

close ended schemes. You can invest in the scheme at the time of the initial issue and 

thereafter you can buy or sell the units of the scheme on the stock exchanges where they are 

listed. The market price at the stock exchange could vary from the scheme’s NAV on account 

of demand and supply situation, unit-holders’ expectations and other market factors. One of 

the characteristics of the close-ended schemes is that they are generally traded at a discount to 

NAV; but closer to maturity, the discount narrows. Some close-ended schemes give you an 

additional option of selling your units to the Mutual Fund through periodic repurchase at 

NAV related prices. SEBI Regulations ensure that at least one of the two exit routes is 

provided to the investor under the close ended schemes. 

Interval Schemes 

These combine the features of open-ended and close-ended schemes. They may be 

traded on the stock exchange or may be open for sale or redemption during predetermined 

intervals at NAV related prices. 

(B) By Investment Objective 

Growth Schemes 

Growth schemes aim to provide capital appreciation over the medium to long term. 

These schemes normally invest a majority of their funds in equities and are willing to bear 

short term decline in value for possible future appreciation. These schemes are not for 

investors seeking regular income or needing their money back in the short term. 

Income Schemes 

Income Schemes aim to provide regular and steady income to investors. These 

schemes generally invest in fixed income securities such as bonds and corporate debentures. 

Capital appreciation in such schemes may be limited.  The income scheme is ideal for retired 

people and others with a need for capital stability and regular income and investors who need 

some income to supplement their earnings. 
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Balanced Schemes 

Balanced schemes aim to provide both growth and income by periodically distributing 

a part of the income and capital gains they earn. They invest in both shares and fixed income 

securities in the proportion indicated in their offer documents.  In a rising stock market, the 

NAV of these schemes may not normally keep pace or fall equally when the market falls.  

This scheme is ideal for investors looking for a combination of income and moderate growth. 

Money Market / Liquid Schemes 

These schemes aim to provide easy liquidity, preservation of capital and moderate 

income. These schemes generally invest in safer, short term instruments such as treasury 

bills, certificates of deposit, commercial paper and interbank call money. Returns on these 

schemes may fluctuate, depending upon the interest rates prevailing in the market.  These 

schemes are ideal for Corporates and individual investors as a means to park their surplus 

funds for short periods or awaiting a more favourable investment alternative 

 

Tax Saving Schemes (Equity Linked Saving Scheme - ELSS) 

These schemes offer tax incentives to the investors under tax laws as prescribed from 

time to time and promote long term investments in equities through Mutual Funds. These 

schemes are eligible for deduction under section 80C. Lock in period three years.  These 

schemes are ideal for investors seeking tax incentives. 

PREFERENCE OF MUTUAL FUND SCHEMES 

 Mutual funds offers varieties of schemes for the selection of investors which includes 

growth scheme, income scheme, balanced scheme, money market scheme, tax savings 

scheme and index scheme.  Each of these schemes has different features to cater to the varied 

needs of investors.  In this study, an attempt has been made to identify the most preferred 

mutual fund scheme according to the investors.  In this regard, the sample respondents were 

asked to rank these schemes on the basis of their preference – 1st for the most preferred 

scheme, 2nd for the next preferred scheme and so on.  Garrett Ranking technique has been 

used to rank the selected six schemes of mutual funds on the basis of ranks assigned by the 

sample respondents.  Accordingly the total scores and mean scores were obtained by using 

Garrett Ranking table values.  The following table shows the ranking of preference of mutual 

fund schemes by objectives:  
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TABLE 1 PREFERENCE OF MUTUAL FUND SCHEMES BY OBJECTIVE 

Type of 
funds/Score 

x 77 63 54 45 36 23 Total 
Score 

Mean 
Score 

Rank 

Growth f 158 39 25 28 21 29 

18656 62.19 I fx 12166 2457 1350 1260 756 667 

Income f 48 81 69 53 29 20 

16414 54.71 II fx 3696 5103 3726 2385 1044 460 

Balanced f 22 35 53 59 77 54 

13430 44.77 V fx 1694 2205 2862 2655 2772 1242 

Money 
Market 

f 35 64 55 40 52 54 

14611 48.70 IV fx 2695 4032 2970 1800 1872 1242 

Tax Savings f 28 55 65 74 43 35 

14814 49.38 III fx 2156 3465 3510 3330 1548 805 

Index f 9 26 33 46 78 108 

11475 38.25 VI fx 693 1638 1782 2070 2808 2484 

 

 According to the Table 1, the growth scheme has been the most preferred mutual fund 

scheme whose total score was 18656 and the mean score was 62.19 while income scheme has 

been the second preferred mutual fund scheme whose total score and mean score were 16414 

and 54.71 respectively.  The third preferred mutual fund scheme according to the investors 

was tax savings scheme which has obtained a total score of 14814 and a mean score of 49.38 

whereas money market scheme has been ranked in the fourth order as indicated by its total 

score of 14611 and mean score of 48.70.  The investors have ranked the balanced scheme as 

the fifth preferred scheme which was revealed by the total score of 13430 and mean score of 

44.77.  It is to be noted that the least preferred mutual fund scheme was index scheme whose 

total score and mean score were 11475 and 38.25 respectively. 

 It is implied that the growth scheme is the most preferred mutual fund scheme while 

index scheme is the least preferred mutual fund scheme. 

TABLE 2 PREFERENCE OF MUTUAL FUND SCHEMES BY MATURITY 

Preference of schemes No. of respondents Percentage 

Open ended  195 65.00 

Close ended 67 22.33 

Balanced 38 12.67 

Total 300 100.00 

 

 It is observed from the Table 2 that out of 300 respondents, the majority of 65 per cent 

of them preferred open ended mutual fund schemes while 22.33 per cent of them preferred 

close ended mutual fund schemes.  The remaining 12.67 per cent of the respondents preferred 
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to buy balanced mutual fund schemes.  It is inferred that the open ended scheme has been the 

most preferred mutual fund scheme. 

REASON FOR PREFERENCE OF MUTUAL FUND SCHEMES 

 The investors prefer mutual fund schemes for different reasons according to their 

convenience and requirements.  The reasons for preference of mutual fund schemes have 

been classified safety, liquidity, flexibility, good return, capital appreciation, professional 

management, tax benefit and diversification benefit.  The respondents were asked to rank 

these reasons according to their choice. Garrett Ranking technique has been used to rank 

these reasons as presented in the following table: 

TABLE 3 REASON FOR PREFERENCE OF MUTUAL FUND SCHEMES 

Reason/ 
Score 

x 79 67 59 53 46 40 32 20 Total 
Score 

Mean 
Score 

Rank 

Safety f 110 53 35 21 17 11 15 38 

17881 59.60 I fx 8690 3551 2065 1113 782 440 480 760 

Liquidity f 35 40 55 38 45 37 21 29 

15506 51.69 IV
fx 2765 2680 3245 2014 2070 1480 672 580 

Flexibility f 22 20 30 39 45 55 62 27 

13709 45.70 VI fx 1738 1340 1770 2067 2070 2200 1984 540 

Good 
Return 

f 44 66 23 41 39 20 44 23 

15890 52.97 II fx 3476 4422 1357 2173 1794 800 1408 460 

Capital app. f 28 57 43 55 39 24 26 28 

15629 52.10 III fx 2212 3819 2537 2915 1794 960 832 560 

Professio-
nal Mgt 

f 16 28 17 33 31 42 41 92 

12150 40.50 VIII fx 1264 1876 1003 1749 1426 1680 1312 1840 

Tax Benefit f 25 17 55 37 41 59 38 28 

14342 47.81 V fx 1975 1139 3245 1961 1886 2360 1216 560 

Diversifi-
cation 

f 20 19 42 36 43 52 53 35 

13693 45.64 VII fx 1580 1273 2478 1908 1978 2080 1696 700 

 

 Table 3 shows that the first reason for preference of a particular mutual fund scheme 

was the safety of funds as indicated by the total score of 17881 and mean score of 59.60.  The 

investors have ranked good return as the second return for preference of mutual fund schemes 

whose total score and mean score were 15890 and 52.97 respectively.  The third ranked 

reason according to the investors was capital appreciation as revealed by the total score of 

15629 and mean score of 52.10 while liquidity has been the fourth reason in the opinion of 

the investors whose total score 15506 and mean score was found to be 51.69.   

Tax benefit has been ranked as the fifth reason for the preference of mutual fund scheme with 

a total score of 14342 and a mean score of 47.81 whereas flexibility has been ranked as the 
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sixth reason for preference of mutual fund schemes as indicated by the total score of 13709 

and mean score of 45.70.  The investors considered the diversification benefit as the seventh 

reason for preference of mutual fund schemes whose total score and mean score were 13693 

and 45.64 respectively.  Professional management of mutual fund has been deemed as the 

eighth and least stated reason for preference of mutual fund scheme.  The total score and 

mean score obtained by professional management were found to be 12150 and 40.50 

respectively. 

Thus it is inferred that safety and good return have been the major reasons for preferring a 

particular mutual fund scheme while professional management of the fund has the least 

importance in the preference of mutual fund schemes. 

KEY FINDINGS 

 It is found that the growth scheme has been mostly preferred by the investors while 

the income scheme has been the next preference for most of the investors and indexed 

schemes are the least preferred mutual fund schemes. 

 Among the different types of mutual fund schemes classified according to the 

maturity, the open ended scheme has been preferred by most of the investors. 

 Safety has been the main reason for preferring the mutual funds as disclosed by most 

of the investors while good return and capital appreciation are the other reasons why the 

investors prefer the mutual funds. Professional management and diversification of risks have 

nothing to do with the preference of mutual fund schemes. 

SUGGESTIONS 

 The following suggestions have been made on the basis of key findings of the study: 

The asset management companies shall introduce growth schemes with more growth rate 

since growth schemes have been the most preferred schemes.  It will enable the company to 

sell more units of growth scheme of mutual funds. Income schemes have been found to be the 

next preferred schemes and hence, the asset management companies should enhance the rate 

of return on these schemes with a view to augment more investors. 

Indexed funds should be introduced with attractive offers in order to make the funds preferred 

by investors. Since the entry and exit out of open ended schemes are found to be simple, most 

of the investors preferred these schemes.  However, it should be realized that the close-ended 

schemes could attract investors if the limitations in the entry and exit out of these schemes are 

eliminated.   
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CONCLUSION 

 Mutual funds have been found to be a boon for the retail investors especially for those 

who intend to invest their little surplus in a lucrative manner with lesser degree of risk.  The 

asset management companies have been introducing a number of mutual fund schemes.  

More the number of mutual fund schemes, greater will the choice for the investors to choose 

the best one. The results of the study revealed that growth schemes, income schemes and 

open-ended schemes have been the most preferred schemes and safety has been the main 

reason for choosing the investment in mutual funds.   
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