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ABSTRACT

In the present times, mutual funds have remained the integral part of investment portfolios of retail and
institutional investors; also this has remained a million dollar question that how can we assess the
performance of a given mutual fund in a given market. As a matter of fact many of the probability based
models are available but then again the results from the same are not much promising. In this present
research the researcher will try to find out the best suited performance measure considering selected
mutual fund schemes. The time period considered was 2015-2020 and mostly ratios were preferred. The
tentative findings of the study will present the results of all the ratios and state the best suited method for
the assessment of mutual fund performance. The performance of the selected funds will be assessed for

both the markets i.e. NIFTY and SENSEX.

KEYWORDS: Performance Measures, Mutual funds, India, Ratios.

INTRODUCTION

In the present scenario, for every next individual
investors is considering mutual funds as one of the major
components of their investment portfolio. As a matter of
fact these mutual funds are the integral part of all the
small and big investors. Looking at the background of
mutual funds we will find that the origin of mutual funds
can be traced back in 1924 with the formation of
Investors Trust in Massachusetts, this was the first
investment portal where the investor can invest directly,
also the agencies involved in the process were called as
Mutual Fund companies, rather mutual funds are
managed professional in the form of investment schemes
so that the investors may find it convenient enough to lay
his money in the same, it can also be said that it is one of
the investment tools offered to the investors in the form
of stocks, market instruments, related long and short
term schemes, etc. from the origin of Mutual Funds back
in 1924, presently there are more than 10, 000 different
avenues where the investors can invest their money. The
total value of such close ended companies is being
approximately estimated to around USD 4 trillion. This
value and the number of companies are increasing on a
regular basis, this is the popularity of mutual funds i.e.

around 31% of the middle income groups use to own one
or more than one mutual fund.

In the last few years the mutual fund industry has grown
significantly and became the integral part of overall
financial market, but the Indian financial market is still
thriving for success roles as far as mutual funds are
concerned, it can also be said that the Indian mutual fund
market is in growing stage as compared to developed
countries, rather a number of foreign Mutual Funds are
operating in the country. Many of the developed
economies are using debt and equity securities as
compared to bank loans and related expansion of existing
economies. The Indian financial market was benefitted
most from the virtue of Industrial Policy, 1990 and
further amendments in 1991 i.e. when the liberalisation,
privatization and globalization of economy was allowed,
this policy had broken the economic barriers and many
of the international financial companies had entered the
country; this has provided boost to the Indian financial
system and investment opportunities for the people of
country, mutual fund was one of them.

In a developing country like India, the success of mutual
funds is greatly dependent on the policy framework laid
down by the authorities and customized rules and
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regulation to control the financial market, this was done
to avoid any kind of insurgence and also to prevent the

people from getting plunged into fallacious schemes of
mutual funds.

Source:https://www.edelweiss.in/insight/chart-of-the-day-2/indias-mutual-fund-assets-show-highest-growth-in-the-

world-280249

Figure 1: Growth of Indian Mutual Fund Assets.

But then again in 21* century the mutual funds are
gaining popularity as because the limits of investment
are within the hold of individual investors and there is no
cap on minimum amount of investment, this has
provided boost to the investors i.e. they are now willing
to invest in more than one mutual fund scheme at a time.
It can be said that the performance of mutual funds is
dependent on the stringent regulations on one end and
the performance of mutual funds on the other.

This present study will evaluate the performance of
mutual funds using various tools and techniques, many
of the tools are taken from the previous studies and some
relevant measures were used as per the level of their
authenticity and applicability.

LITERATURE REVIEW

Harlow et al (2015) stated that there is some amount of
uncertainty for a given investor and every other investor
tries to minimize this risk at all ends. He also stated that
proper portfolio management can reduce the risk and
even the uncertainty can be reduced, nevertheless this is
the task of portfolio managers and if a person is not well
versed in terms of financial collaborations then he or she
should take the help of portfolio managers to manage the
same. They also stated that most of the times online
tutorials and platforms are not providing complete
information hence the investors get bit confused in the
process, to avoid this difficulty help of third party can be
taken to handle the same.

Joseph et al (2017) performance of the mutual fund is
based on a number of factors i.e. market conditions,
economic turmoil, fluctuation in currency rates, news
and views published on different forums, etc. also the
experts use to assess the performance on the basis of a
number of tools and techniques (generally of statistical
nature) and suggest people to get indulged with a
selected set of mutual funds. The researchers also stated
that market conditions and past performance of the
mutual funds are the most preferred source of
information about the investment decision regarding
mutual funds.

Elton et al (2019) stated that it is a difficult task for the
investors to choose a best suited mutual fund then on the
other hand it is also a million dollar question that till
what time a particular investor should retain a mutual
fund or what is the right time to sell the same. All this is
dependent on the performance of the mutual fund in a
given period of time, now the investor is required to
assess the performance of mutual fund and take the
decision to hold or sell a certain mutual fund. The
researchers also stated that the performance of the given
mutual fund can be assessed on the basis of previous
performance of the fund, rather the third party decisions
are best suited for the decisions.

Odean et al (2019) the researcher conducted a study on
the performance evaluation of mutual funds and stated
that the best way of evaluating mutual fund is
comparison of the same with other securities and
investment instruments. They also stated that ratio
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analysis and Sharpe model are the best suited methods of
evaluating the performance of mutual funds but the
results from these instrument should be compared to the
results of other investment avenues and the same should
be communicated to the public at large.

Hijab et al (2020) the study was conducted in Pakistan
and the findings of the study stated that survivorship bias
controlled sample of funds are ought to give better
results, rather than a random sample of the same. They
also stated that the financial turmoil in the country need
more precise results on return and investment, hence the
method used for evaluation of the same should be
capable enough to give good and applicable results.
Rather in Pakistan, mostly people are interested in
making investments in Islamic funds but then again the
performance of the same needs to be justified.

Objective

The main objective of this present study is to evaluate
the performance of selected mutual funds, the sample
was taken from the national and international funds.

Research Methodology

Considering the third party investment avenues, in most
of the cases there are fund managers from various asset
management companies use to judge the market and
advise the investors of hold, sell or to scrip the fund. This
assessment of the fund managers is based on the trail of
research done in the past and even evaluation of present
conditions of the market. The respective tools used are
continuous analysis, analysis based on fundamental
information, technical analysis based on statistical data,
etc. the responsibility of such asset managers increases
after the financial crisis of any kind i.e. when the risk in
investment is increased.

Sample of the study
The researcher had considered 10 mutual funds for the
sake of study and this includes both the national and

Data Analysis and Interpretation
Regression Analysis of Selected Funds

international funds. The names of the funds are as
follows”

1. Escorts

2. Templeton India Cash Management
3. Birla Sun life Equity Fund Plan B

4. DSP Blackrock Equity Fund Reg.
5. HDFC Equity Fund

6. Reliance Equity Fund

7. JP Morgan Active Bond Debt Fund
8. Axis Equity Fund

9. SBI

10. Kotak Balanced Fund

Data Collection

The researcher had considered all the asset management
companies as population of this present study and chosen
the sample out of the same. Then on the other hand
researcher had tried to include debt fund, liquid fund,
equity and balanced fund in the study. In the process of
sample selection it was found that all the above
mentioned schemes are having different ratings. The
time period of data collection was 2015 t0 2020. 2021
and 2022 were not considered due to pandemic of
COVID-19 i.e. the fluctuations may affect the results
negatively.

The researcher had considered www.amfindia.com and
www.mutualfundindia.com for the data related to NAV
(Net Asset Value) and Market values of selected funds.
After the careful assessment of data, relative
performance Index was prepared and the same was
analysed accordingly using SPSS Ver. 22.0.

Tools used

The researcher had used the following tools for the
analysis and performance evaluation of selected funds:

a. Relative Performance Index

b. Sharpe Model

c. Treynor Model

d. Jensen Model

Standard

Schemes Deviation (Risk) Variance [BetaSensex| R°Sensex |BetaNifty| R*Nifty
Escorts 0.5217 0.291 0.190 0.039 0.181 0.042
TempletonindiaCashManagement 0.0394 0.010 -0.098 0.021 -0.112 0.021
Birla Sun Life Equity Fund Plan B 0.937 2.993 0.815 0.792 0.892 0.901
DSPBIlack Rock EquityFund Reg. 0.893 2.106 0.901 0.788 0.818 0.802
HDFCEquityFund .944 3.140 0.921 0.831 0.901 0.822
RelianceEquityFund 1.318 3.172 0.912 0.693 0.901 0.801
JP Morgan Active Bond Debt Fund 0.206 0.029 -0.104 0.021 -0.082 0.016
IAxisEquityFund 1.442 1.916 0.873 0.811 0.902 0.903
SBIBIlueChipFund 1.669 2.973 0.892 0.897 0.932 0.893
KotakBalancedFund 1.014 1.318 0.902 0.693 0.901 0.702

Interpretation

Escorts

e The results show that the identified variance is low
as compare to other selected funds this shows that

the measurement of risk is low.

e In case of NIFTY the value of R? is0.042 this
states that there is low relationship between the
growth of the fund and growth of the market.Then
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in case of SENSEX the value of R%s 0.039, this is
an indication that again the growth of the fund is
not directly related to the growth of market.

e According to the above given analysis it clear that
the returns on this fund are based on the
performance and not related to the overall market
growth. Thismodelis insignificant

TempletonindiaCashManagementFund

- In case of Templeton India, analysis states that the
variance is low and the effect of the same can be seen on
standard deviation i.e. it is not considerable in terms of
creating variation in fund’s performance, the respective
variance is low and again the risk is also low.

- Then in case of NIFTYthe value of R2 being0.021
and this is an indication that this fund is not much related
to the performance of the overall market. For
SENSEXagain the value of R2is -0.098 which is not
significant as well.

- On the basis of analysis it can be stated that the
performance of the fund is not as per the change in
market.

Birla Sun Equity Fund

- In case of above funds it can be stated that the level
of relationship is moderate i.e. the variance is moderate
and even the standard deviation is not significant. It can
be stated that the associated risk is also moderate.

- For NIFTYthe value of R2 is 0.901which shows that
the growth of this fund is highly correlated to the growth
of market. Then in case of SENSEXR2is 0.792 which is
highly correlated to the growth of market.

- The returnsof this fund is basically dependent on the
functioning of market and move along the same.

DSPBIlack Rock EquityFund

- As can be seen from the regression analysis, the
variance is low and accordingly the standard deviation is
also moderate, this shows that the associated risk is also
low.

- In case of NIFTY the value of R% s 0.802and this
shows that the scheme is directly correlated to the
performance of market, then in case of SENSEX the
value of R% s being0.902 this value is significant and
shows that the performance of the fund is highly
dependent on the performance of the market.

HDFCEquityFund

- The results state that the variance is comparatively
low and accordingly the standard deviation is also low,
S0 it can be stated that the associated risk to the fund is
also low.

- For NIFTY the value of R? is 0.822and for SENSEX
the value of R? is 0.832 this shows that the scheme is
highly related to the performance of the market.

RelianceEquityFund
- In case of Reliance it is clear that the variance and
standard deviation are moderate henceforth the

associated risk of the fund is also moderate i.e. it is
neither too high nor low.

- Then in case of NIFTY the value of R? being0.801
and the value of SENSEX R?is 0.693 i.e. the values are
moderate and not much significantly related to the
performance of the market.

JPMorganActiveBond

- As cane be seen from the given analysis that the
variance between the values is low and in comparison the
standard deviation is also low; it can be stated that the
associated risk of the fund is low.

- Incase of NIFTY the value of R?being0.016 and the
value of R*for SENSEX is 0.021, both the values are
low so it can be stated that the performance of the fund
is not directly related to the performance of the market.

AxisEquityFund

- Fromtheabove given analysis it is clear that the
variance and standard deviation is low hence the
associated risk of the fund is also low.

- In case of NIFTY the value of R? is 0.903and the
value of R*for SENSEX is 0.811 which shows that the
performance of the fund is highly related to the
performance of the market.

SBIFund

- Analysis shows that the variance and standard
deviation is moderate and this shows that the linkage of
the same to the performance of the market. This can be
said that the associated risk is also moderate.

- In case of NIFTYthe value of R2is being0.893 and
the case of SENSEX the value of R2is 0.897these values
state that the performance of the fund is associated
highly to the performance of the market.

KotakBalancedFund

- As per the analysis, it is clear that the level of
variance and standard deviation is high so it can be
interpreted that the level of risk is also high.

- For NIFTY the value of R?s 0.702 and for SENSEX
the value of R? is 0.693 this shows that the performance
of the fund is moderately correlated to the performance
of the market.
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Results on RATIO“S
Sharpe,sTreyn_or’sTreyn_or’sLIense_n’sJense_n’s
Schemes Ratio Ratio Ratio Ratio | Ratio
(Sensex) | (Nifty) |(Sensex)| (Nifty)

Escorts 139.53 | 298.20 | 526.66 | 91.23 | 90.42
Templetonindia CashManagement] 359.44 | -1091.62 | -1593.36 | 169.22 | 182.30
BirlaSunLifeEquityFundPlanB 2041 | 32.52 30.53 | 37.81 | 29.47
DSPBlackRock EquityFundReg. | 72.94 | 176.39 | 152.89 | 164.38 | 153.31
HDFCEquityFund 91.33 | 186.73 | 167.31 | 169.82 | 148.36
Reliance EquityFund 1.96 3.82 3.98 11.35 | 1.37
JpMorganActive BondDebtFund |-358.84 | 546.23 | 786.36 | -80.32 | -69.65
Axis EquityFund 1593 | 31.51 31.42 | 39.82 | 27.09
SBI BlueChipFund -24.85 | -41.29 | -38.20 | -23.72 | -42.52
KotakBalancedFund -6.22 -6.02 -6.59 193 | -7.82

Interpretation
(Sharpe) Standard Value for Sensex is -5.29255
for NIFTY is 1.393194

Best Performers (SENSEX)

and

e TempletonIindiaCashManagementFund(BestPerform

er)
e EscortsLiquidFund
e HDFCEquity Fund

Average Performers (SENSEX)
DSPBIlackrockEquityFund

RelianceEquityFund

BirlaSunLifeTop100 Fund

AxisEquityFund

BirlaSun LifeEquityFund
KotakBalancedFund(JustAboveUnderperformer

Poor Performance (SENSEX)
e JP MorganDebt Fund

Best Performance (NIFTY)

)

e TempletonIindiaCashManagement(BestPerformer)

e HDFCEquity Fund
e DSPBIlackrockequityFund

Average Performer

e BirlaSunLife

e  AxisEquityFund

o KotakBalancedFund(JustAboveUnderperformer

Poor Performer

e JP MorganDebt Fund

e SBI

e HDFC BalancedFund(LowestPerformer)

)

ACCORDINGTOTREYNOR’SRATIO, Standard for

SENSEX =-9.95, NIFTY= 2.66

Best Performers (SENSEX)
e JP MorganDebt Fund
e EscortsLiquidFund

Average Performers

Poor Performers:

e  Templeton IndiaCashManagementFund

e SBI

HDFCEquity Fund
DSPBlackrockEquityFund
BirlaSunLifeEquityFund
RelianceEquityFund
AxisEquityFund
KotakBalancedFund(JustAbove Average)

Best Performers (SENSEX)
e JP MorganDebt Fund

e EscortsLiquidFund

¢ HDFCEquityFund

o DSPBIlackrockEquityFun

Average Performers

e BirlaSunLifeEquityFund
e  AxisEquityFund
e RelianceEquityFund

Poor Performers

HDFCBalancedFund

[ ]
e SBI
[ ]

KotakBalancedFund

According To Jensen Ratio,
NegativeReturn (Sensex)
e JP MorganDebt Fund

e SBI

¢ HDFCBalancedFund

PositiveReturn (Sensex)
e Templeton IndiaCashManagement
e DSPBIlackrockDebtFund
e EscortsLiquidFund

NegativeReturn (Nifty)
e JP MorganDebt Fund

e SBI

Templeton IndiaCashManagementFund
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e KotakBalancedFund
e HDFCBalancedFund

Positive Return (Nifty)

Templeton IndiaCashManagementFund
e DSPBlackrockDebtFund

e HDFCcEquity Fund

e EscortsLiquidFund

CONCLUSION

This present study was based on the performance
evaluation of selected funds and the assessment was
done for both the SENSEX and NIFTY market. The
duration for this assessment was 2015 to 2020. The
findings of the study stated that AXIS or UTI has shown
highest return in the stated period and HDFC has shown
negative performance for first three years of the study
period in the next two years the returns became positive
and rate of growth also increased. Then compared on the
basis of quarterly growth, most consistent performance
was shown by Templeton India and the same was regular
for the given period of time. Then on the other hand a
number of schemes i.e. AXIS Equity fund, SBI Blue
Chip fund and DSP Black rock have shown a constant
growth and the same were moving positively with the
growth of market.

Then on the other hand, results from various ratios were
also considered like in case of Sharpe’s ratio model high
performers were proved as underperformers when
checked with Treynor’s Ratio Model and vice versa case.
Like Templeton proved to be better performer in both the
markets together when assessed on the basis of Sharpe
but out to be underperformer in case of Treynor ratio.
Then J.P. Morgan proved to be good performer on the
basis of Treynor model and proved to be an
underperformer in case of Treynor model. As stated in
the above given matter, that all the used mode of ratios
are having their own benefits and limitations, this is the
reason that the results are deviated for both the given
markets. It can also be stated that it was a difficult task to
select any one of the used model to state as best measure
of mutual fund performance. Since the 3 Ratios have
different limitations and advantages, the results from all
the threeratios for the best performing fund are slightly
deviated. Hence a proper measure for the calculation of
bestperformancefundcouldnotbefound. Rather it can be
stated that if only one of the ratios is used then it can
give positive results.
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