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ABSTRACT: 

The study is to create awareness among the investors 

about the return and risk involved in investing in the 

Equity based Mutual Funds. A Mutual fund is a 

professionally managed type of collective investment 

that pools money from many investors and invests it 

in stocks, bonds, short-term money market 

instruments and other securities. The long-run 

predictability of cumulative returns by the past 

cumulative variance, the short-run predictability of 

returns by the variance premium, as well as the daily 

autocorrelation patterns at many lags of the and of the 

variance premium, and the daily cross-correlations of 

these two measures with leads and lags of daily 

returns. By keeping the same calibration as in this 

previous paper, we ensure that the model is capturing 

the first and second moments of the equity premium 

and the risk-free rate, and the predictability of returns 

by the dividend ratio. Overall adding generalized 

disappointment a version to improves the fit for both 

the short-run and the long-run risk-return trade-offs. 

This total risk, measured by standard deviation, can 

be divided into two parts: Unsystematic risk, 

systematic risk. Unsystematic risk is also called 

diversifiable risk. Systematic risk may be called non-

diversifiable risk, unavoidable risk or market risk and 

can be measured by Beta. The objective of the 

present study is to test whether the relationship 

between total risk and return is positive on selected 

mutual funds schemes during the study period. 

Keywords: Risk, Mutual Fund, Unsystematic risk, 

Systematic risk, risk return trade off. 

I. INTRODUCTION 

A Mutual fund is a professionally managed type of 

collective investment scheme that pools money from 

many investors and invests it in stocks, bonds, short-

term money market instruments and other securities. 

There are many reasons why investors prefer mutual 

funds. Buying shares directly from the market is one 

way purchased, understanding the future business 

prospects of the company, finding out the track 

record of the promoters and the dividend, bonus issue 

history of the company etc. an informed investor 

therefore prefer the mutual fund route. They invest in 

a mutual fund scheme which in turn takes the 

responsibility of investing in stocks and shares after 

due analysis and research. The investors need not 

bother with researching hundreds of stocks. It leaves 

it to the mutual fund and its professional fund 

management teams..  

A mutual fund is a type of investment fund. An 

investment fund is a collection of investments, such 

as stocks, bonds or other funds. Unlike most other 

types of investment funds, mutual funds are “open-

ended,” which means as more people invest, the fund 

issues new units or shares. A mutual fund typically 

focuses on specific types of investments. For 

example, a fund may invest mainly in government 

bonds, stocks from large companies or stocks from 

certain countries. Some funds may invest in a mix of 

stocks and bonds, or other mutual funds. These asset 

management or investment management companies 

collects money from the investors and invests those 

money in different Stocks, Bonds and other financial 

securities in a diversified manner. Before investing 

they carry out thorough research and detailed analysis 

on the market conditions and market trends of stock 

and bond prices. These things help the fund managers 

to speculate properly in the right direction. The 

investors, who invest their money in the Mutual fund 

of any Investment Management Company, receive an 

Equity Position in that particular mutual fund. When 

after certain period of time, whether long term or 

short term, the investors sell the Shares of the Mutual 
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Fund, they receive the return according to the market 

conditions. 

OBJECTIVES OF THE STUDY 

 To study the risks and returns associated 

with the equity based mutual funds. 

 To study the penetration of mutual funds 

among Indian investors. 

 To study the profile, attitude, preferences, 

investment objectives, of the investors. 

 To suggest certain measures relating to 

functioning of selected mutual funds.   

 To identify and measure the deviations in 

the actual and expected performance of 

selected mutual funds of the company. 

LIMITATIONS OF THE STUDY 

 The study is limited to selected mutual fund 

schemes. 

 This study is based on secondary data, 

obtained through website, offer documents, 

magazines since the primary data is not 

accessible.  

II. EQUITY BASED MUTUAL FUNDS:  

An equity fund is a mutual fund that invests 

principally in stocks. It can be actively or passively 

(index fund) managed. Equity funds are also known 

as stock funds. 

Stock mutual funds are principally categorized 

according to company size, the investment style of 

the holdings in the portfolio and geography. 

The size of an equity fund is determined by a market 

capitalization, while the investment style, reflected in 

the fund's stock holdings, is also used to categorize 

equity mutual funds. Equity funds are also 

categorized by whether they are domestic (U.S.) or 

international. These can be broad market, regional or 

single country funds. Some specialty equity funds 

target business sectors, such as health care, 

commodities and real estate.  

 
 

TYPES OF EQUITY BASED MUTUAL FUNDS: 

There are several categories of equity mutual funds. 

As per the risk taking capacity of the investors, these 

mutual funds are segregated into various categories. 

If one invests wisely ovar a longer period of time, 

then one can achieve one's financial goals very easily. 

This will also help one prioritizing one's savings, 

income and making expenses in a proper way. 

Seven different kinds of equity mutual funds where 

one can invest one's money. 

Large Cap Equity Funds:  

Invest a Large Portion of their corpus in companies 

with large market capitalization are called Large Cap 

funds. This type of funds are known to offer stability 

and sustainable returns, over a period of time. 

Large cap companies are generally very stable and 

dominate their industry. Large-cap Stock tend to hold 

up better in recession, but they also tend to 

underperform Small-cap stocks when the economy 

emerges from recession. Large-Cap tends to be less 

volatile than mid-cap and small-cap stocks and are 

therefore considered less risky. 

Mid-Cap Funds: Invests in Stocks of mid size 

companies, which are still considered developing 

countries. Mid-cap stocks tend to be riskier than 

large-cap stocks but less risky than small-cap funds. 

Mid-Cap funds however tend to offer more growth 

potential than large cap stock. 

Small-Cap Funds:  

Invest in stocks of smaller-sized companies. Small 

Cap is a term used to classify companies with a 

relatively small market capitalization. However, the 

definition of small market capitalization of less than 

Rupees 100 crores. Many small cap companies are 

young companies with significant growth potential. 

However, the risk of failure is greater with small-cap 

stocks than with large and mid-cap funds. As a result 

, small cap funds/stocks are more volatile in nature. 
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Small cap funds have typically underperformed 

large-cap stocks during recessions but have 

outperformed large-cap stocks as the economy has 

emerged from recession. 

Multi-Cap Equity Funds:  

These funds are also called as Diversified Funds, they 

invest in stocks of companies across the stock market 

regardless of size and sector . These funds provide 

the benefits of diversification by investing in 

companies spread across sectors and market 

capitalization. These stocks are generally meant for 

investors who seek exposure across the market and 

do not want to be restricted to any particular sector. 

They invest in companies across different market 

caps hence reduce the amount of risk in the funds. 

Diversification helps prevent events that could affect 

a single sector for affecting the fund, and hence 

reduced risk. 

III. CONCEPT OF RISK-RETURN TRADE OFF 

Risk and return are opposing concepts in the financial 

world, and the tradeoff between them could be 

thought of as the “ability-to-sleep-at-night test.” 

Depending upon factors like your age, income, and 

investment goals, you may be willing to take 

significant financial risks in your investments, or you 

may prefer to keep things much safer. It’s crucial that 

an investor decide how much risk to take on while 

still remaining comfortable with his or her 

investments. 

For investors, the basic definition of “risk” is the 

chance that an investment’s actual return will be 

different from what was expected. One can measure 

risk in statistics by standard deviation. Because of 

risk, you have the possibility of losing a portion (or 

even all) of a potential investment. “Return,” on the 

other hand, is the gains or losses one brings in as a 

result of an investment.  

At low levels of risk, potential returns tend to be low 

as well. High levels of risk are typically associated 

with high potential returns. A risky investment means 

that you’re more likely to lose everything; but, on the 

other hand, the amount you could bring in is higher. 

The tradeoff between risk and return, then, is the 

balance between the lowest possible risk and the 

highest possible return. We can see a visual 

representation of this association in the chart below, 

in which a higher standard deviation means a higher 

level of risk, as well as a higher potential return. 

  

RISK MEASURING TOOLS 

Standard Deviation: 

Standard deviation is the measure of dispersion of a 

set of data from its mean. It measures the absolute 

variability of a distribution; the higher the dispersion 

or variability, the greater is the standard deviation 

and greater will be the magnitude of the deviation of 

the value from their mean. The concept of Standard 

Deviation was introduced by Karl Pearson in 1893. It 

is by far the most important and widely used measure 

of dispersion. In financial terms, standard deviation is 

used to measure risks involved in an investment 

instrument.  

Importance of standard deviation: 

Standard deviation provides investors a mathematical 

basis for decisions to be made regarding their 

investment in financial market. Standard Deviation is 

a common term used in deals involving stocks, 

mutual funds, ETFs and others. Standard Deviation is 

also known as volatility. It gives a sense of how 

dispersed the data in a sample is from the mean. 

Computation: 

Standard deviation is calculated with the help of the 

International Journal of Management, Technology And Engineering

Volume 8, Issue VIII, AUGUST/2018

ISSN NO : 2249-7455

Page No:280



following 

σ =  

Where, n = The number of data points 

x =The mean of the X 

X = Each of the values of the data. 

Beta: 

Beta, also known as the "beta coefficient," is a 

measure of the volatility, or systematic risk, of a 

security or a portfolio in comparison to the market as 

a whole. Beta is calculated using regression analysis, 

and you can think of it as the tendency of an 

investment's return to respond to movements in the 

market. By definition, the market has a beta of 1.0. 

Individual security and portfolio values are measured 

according to how they deviate from the market. 

Importance of beta coefficient: 

Beta is important because it measures the risk of an 

investment that cannot be reduced by diversification. 

It does not measure the risk of an investment held on 

a stand-alone basis, but the amount of risk the 

investment adds to an already diversified portfolio. In 

Capital Asset Pricing Model(CAPM), beta risk is the 

only kind of risk for which investors should receive 

an expected return higher than the Risk-free rate of 

return.    

Computation of beta co-efficient: 

Beta (β) = 

  

(or) 

Beta(β)  = 

*

 

A beta coefficient of 1 suggests that the stock carries 

the same risk as the overall market and will earn 

market return only. A coefficient below 1 suggests a 

below average risk and return while on the other hand 

a coefficient higher than 1 suggests an above average 

risk and return. 

For example, if a fund portfolio's beta is 1.2, it's 

theoretically 20% more volatile than the market. 

Conservative investors looking to 

preserve capital should focus on securities and fund 

portfolios with low betas, while those investors 

willing to take on more risk in search of higher 

returns should look for high beta investments 

IV. RESEARCH METHODOLOGY: 

The study has been conducted in the organization to 

examine the equity based mutual funds in order to 

ascertain the performance i.e., Risk and Return 

associated with different classes of equity based 

mutual funds. 

For the purpose of the project, Equity based Mutual 

funds offered by 4 Mutual Fund Houses namely, SBI 

Mutual Fund House, UTI Mutual Fund House, HDFC 

Mutual Fund House and Reliance Nippon Mutual 

fund house has been selected.  

PRIMARY SOURCES : 

Primary Data can be defined as the raw data or the 

first hand information which is collected by the way 

of direct interaction. In this project primary data is 

collected by way of directly interacting with 

functional managers, and other staff of the 

organization. 

SECONDARY DATA: 

 Secondary data is the information which already has 

been collected by some institution, which needs to be 

processed further. For this project secondary data is 

collected by way of gathering information from 

Organization Prospectus, website, Journals and 

various magazines 

V. CONCLUSION: 

The study has investigated the performance of Equity 

based mutual fund schemes in India, using CAPM. In 
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the long run, the private and public companies have 

performed well. While Reliance and Kotak mutual 

fund industries have been the best performers than 

the UTI and SBI mutual fund industries. In this all 

four SBI has a worst performer. The result clearly 

indicate that over the period of last 15 years, the 

performance of each and every mutual fund mainly 

not depend on the risk and return relationship, some 

of the specified schemes only mainly depend upon 

the risk and return relationship. The overall analysis 

finds the Private sector mutual fund schemes better 

than the public sector schemes and less risky as well. 

The investor should analyze the market on a 

continuous basis which will help them to pick the 

right companies to invest their funds.  The beta value, 

standard deviation and variance helps the investors in 

arriving at decision.  The investors should be in a 

position to interpret the data in the right manner to 

arrive at important conclusions and investment 

decision 
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