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Abstract

This study compares the actual performance of Indian mutual funds with their relative
performance in order to analyse the efficiency of these funds. The results of this comparison
are used to draw conclusions regarding the efficacy of Indian mutual funds. The daily closing
net asset values (NAVS) of the various fund schemes were used as the foundation for the
calculations that were done in order to determine the returns that were generated by the
various fund schemes. The NSE-Nifty index was utilised during the process of developing the
market portfolio. The efficiency of mutual funds can be evaluated using a number of different
metrics, including ANOVA. The Indian Mutual Fund Association is the origin of the
aforementioned information and serves as the source.The months of April 2019 through
March 2022 are reserved for the studies. According to the findings, the majority of mutual
funds achieved positive returns during the course of the research period. Investing in the

stock market through the use of mutual funds is considered to be the most successful strategy.

Introduction

Since it was first established in 1964, the industry of mutual funds in India has come a very
long way. Over the course of several years, the sector has seen a significant amount of
structural change. Due to the fact that there are many different participants participating in all
different kinds of fund schemes, the competition is currently very fierce. There has been a
significant expansion in the number of available schemes, as well as the size of the industry
overall, its investor pool, and its operational scope. It is continuing to grow in response to the

demands of investors as well as the challenges of the market. At this stage, it is necessary for
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investors in mutual funds to assess the performance of various schemes before determining
whether or not to make investments. Although it is possible that past success is not a reliable
indicator of future performance, many investors look to the past as a point of reference. There
are statistical methods accessible that make use of previously gathered data to arrive at a
scientific conclusion regarding the value of various schemes.

Portfolio managers work together effectively to oversee the management of investors' money
in mutual funds. An investor who does not have skills in investing in the capital market can
benefit from their diversification, competent management, and easy investment process
because these things are provided by them. The industry of mutual funds is currently in a
position to provide its investors with a plethora of opportunities as a direct result of the
introduction of a diverse selection of products across the board, which has put the industry in
the position to do so. The rate of savings and investment in India is significantly higher than
the rate of savings and investment in the economies of other Asian countries, such as China
and Japan. Countries like China, South Korea, and Japan have economies like this. As a
direct result of this turn of events, India is quickly becoming one of the most attractive places
in the world to put money into. There is a pressing need to increase awareness, particularly in
semi-urban and rural communities, where people aren't very familiar with the advantages of
investing in mutual funds. This is a situation in which there is a great need for improvement.
They are still putting their money into more conventional investment vehicles.
ReviewofLiterature

Bharathi (2015) conducted research on open-ended mutual fund schemes using a sample size
of 51 schemes selected using a selection strategy that was both convenient and representative.
The NAVs were collected over the course of a year, beginning on October 1, 2013, and
ending on September 30, 2014. This period of time encompassed the entire year. The
duration of this collection operation was a full year. Up to 18 of the 51 funds achieved returns
that were higher than the return on the market as a whole. The schemes were responsible for

producing these returns.

William F. Sharpe proposed a measure in 1966 that may be used to evaluate the performance
of a portfolio. Sharpe was one of the initial individuals to apply the CAPM in order to
evaluate the performance of mutual funds. He made the assumption that the risk of a fund and
its expected return E (RP.) are linearly connected to one another. Sharpe's analysis indicates
that the performance of funds lagged behind that of the Dow Jones index by a margin of 40

basis points. It had been decided to cut back on the expenditure ratios of additional funds that

© 2022 International Journal of Food and Nutritional Sciences 447



e-ISSN 2320 7876 www.ijfans.org
Vol.11, Iss.12, 2022

Research Paper © 2012 IJFANS. All Rights Reserved |Sfe]ofeyNa{=g NE o N(€1 eIVl DIVl gqFL

had performed better. Sharpe analysed the performance of 34 open end funds in the United
States during the course of the years 1954-1963.According to the findings of his research,
good performance was not connected with the size of the organisation, but rather with a low

expense ratio. The risk assessment was consistent across samples of the schemes.

Anand (2017) concentrated his research on the various plans offered by Birla Sunlife as well
as those offered by companies that are in direct competition with Birla Sunlife. The author
conducted a literature review and used the Delphi method to study the SWOT analysis of
Birla Sunlife as well as the analysis of the performance of an equity fund over a period of
three years. After conducting an in-depth financial study by author determining which of the

selected equity funds gets larger returns than the competition.

Alka Solanki (2016) analysed the performance of a number of different schemes over the
course of the period from 2007 to 2016. Author research was recently featured in an issue of
the journal Alka Solanki (2016). This was done so that a comparison could be made between
the return and the risk of a benchmark.She did this so that she could analyse the return and
risk in relation to the respective benchmarks for each plan, which she was able to do after
completing the task. Every one of the investment strategies that were analysed, with the sole
exception of the Eliance Focused Large Cap Fund, generated an average return that was
greater than the return that was generated by the market. The following is an explanation of
how the findings of the study are presented.

Gouri Shankar Lall (2018) carried out research with the working title "on Performance
Evaluation of Equity-based Mutual Funds in India." The results of this inquiry were compiled
and presented in a report that was given the title "Performance Evaluation of Equity-based
Mutual Funds in India." For the goals of this research, daily data from Thomson Reuter's
concerning Market Index (SENSEX), and Net Asset Value (NAV) were gathered. The data
presented here cover the time period from April 2011 all the way up to March 2016,
inclusive. Treyner's Index and Sharpe's Index were both utilised at various points throughout
the course of the process of carrying out the data analysis. According to the results of the
research, the Sundaram Global Advantage Scheme had a higher value of the Sharpe ratio
when compared to the other schemes that were chosen. Because of this, it can be deduced that
the scheme's managers have more expertise than those of the other schemes. Kotak Global

Developing Market Opp. is an investment opportunity. The growth of the share is less subject
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to fluctuations than the growth of other schemes. Compare this to the growth of other

schemes.

Chakrabarti (2019) evaluates equity mutual funds in India. The model used for the evaluation
was developed by Sharpe. According to the findings of their research, the mutual funds, on
average, produced profits each month over the time period covered by the study (which ran
from January 2012 to June 2017). In terms of the returns that were generated, the ELSS funds

performed less favourably than the Growth funds or all funds combined.

Carlos (2019) carried out research with the objective of determining whether it was more
appropriate to utilise a factor-based model or a characteristic-based model in order to assess
the performance of a portfolio. Both of these models are what many in the finance business
refer to as benchmarks. In order for him to be successful in this endeavour, he relied on the
Linear model, the Asset Pricing Model, the Fama and French factors, and so on. We used the
linear model to determine if it would be more appropriate to employ a factor-based model or
a characteristic-based one. This was done using the linear model. This was accomplished by
contrasting the outcomes produced by the two models against one another. When addressing
the topic of judging how well a portfolio has fared, both of these models are referred to as
benchmarks in the context of the discussion. The aim of the model was to adjust return to the
situation. The returns were modified so that they were dependent upon the exogenous factors
in this scenario. This would be the situation if the information on returns was utilised in
conjunction with a linear model that was meant to adapt return to a set of exogenous
elements. In this scenario, the return would be adapted to the exogenous factors. In the event
that this scenario came to pass, the return on investment would be modified proportionately.
This is the outcome that would occur if the information that was provided on the returns was
used. According to the results of the study, it would not be unreasonable to make such an

assumption when faced with the circumstances presented here.

ObjectivesoftheStudy
» To conduct an analysis of the performance of a number of equity mutual funds taking into
account their rate of return and the level of risk they present within the context of the
numerous fund schemes that are accessible in India.
« Using Sharpe and Treynor as a means of gaining knowledge regarding the performance of
a selection of equity mutual funds.

Methodology
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In the following article, an attempt is made to research and evaluate the performance of eight
Indian equity mutual funds. Secondary data were collected from a wide variety of sources,
including as websites, journals, magazines, and so on, and were used to compile the results of
this study. Between April 2019 and March 2022, a comprehensive analysis was performed on
the mutual funds, and the outcomes of this study are based on the information gathered from
secondary sources such as these. A number of statistical and financial approaches will need to
be utilised in order to carry out an exact study of the performance of these numerous mutual
fund schemes. This will be necessary in order to conduct an accurate analysis. Sharpe and
Treynor are the measures that are used for the instruments and processes.

Hypothesis

It is hypothesised that there will not be a material variation in the performance of the chosen

mutual fund scheme when the sharpe ratio is calculated over the course of the research.

If the Treynor ratio were to be calculated for the course of the research period, there would be

no discernible difference in the performance of the mutual fund scheme that was chosen.
Data Analysis and Interpretation.

Table 1 contains the following information: Return, Standard Deviation, Sharpe, and
Treynor Index for the Top 8 Stock Schemes for the 2019-20 Financial Year Equity
schemes, in general, are geared towards attracting customers who are willing to assume a
higher level of risk. It is feasible to reach the conclusion that the Parag Parikh Flexi Cap
Fund has the greatest performance among all equity funds by referring to the data that has
been supplied in the table that has been presented above. The Sharpe and Treynor Indexes
for it are the highest possible, coming in at 2.88 and 23.25, respectively. The ICICI

Prudential Bluechip Fund, on the other hand, has the weakest performance of the group.

Return Sharpre Treynor
S.No  |Scheme % SD Index Ratio
1 “ParagParikhFlexi CapFund” 16 0.21 3.88 23.25
2 “SBIFocused Equity Fund” 15 1.32 4.36 9.36
3 “DSPFlexiCap Fund” 14 1.99 3.92 23.57
4 “IDFCSterlingValueFund” 14 1.56 3.68 10.63
5 “|CICIPrudentialBluechipFund” 13 2.56 4.34 8.36
6  [‘InvescolndialnfrastructureFund” 12 2.25 4.36 10.56
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7 “PGIMIndiaFlexi CapFund” 11 2.36 5.16 21.36
8 “NipponindiaLarge CapFund” 14 1.96 3.35 10.56
Table 2: Equityfundschemes:2020-21
Return Sharpre Treynor
S.No Scheme % SD Index Ratio

1 “ParagParikhFlexi CapFund” 14 1.85 1.22 22.56
2 “SBIFocused Equity Fund” 12 1.63 1.69 -3.05
3 “DSPFlexiCap Fund” 15 1.58 1.59 9.96
4 “IDFCSterlingValueFund” 14 0.85 1.36 10.56
5 “ICICIPrudentialBluechipFund” 16 1.93 1.66 7.88
6 “InvescolndialnfrastructureFund| 14 1.86 1.68 14.67
7 “PGIMIndiaFlexi CapFund” 16 1.86 1.95 21.36
8 “NipponindiaLarge CapFund” 15 1.85 1.97 -4.23

Table 2 displays the return, standard deviation, sharpe and treynor indexes, and other metrics
for the top eight equity schemes for 2020-21. Investors who are willing to take on more risk
are typically targeted by equity schemes. According to the table above, it is possible to draw
the conclusion that the fund with the highest Sharpe Index among all equity funds is the
Parag Parikh Long Term Equity Fund, which has a value of 1.22. The fund with the highest
Treynor Index among all funds is the PGIM India Flexi Cap Fund, which has a value of
14.76. The fund with the lowest Treynor Index among all funds is the SBI Focused Equity
Fund, which has a value of -3.05

Table 3: Equityfundschemes:2021-22

Return Sharpre Treynor
S.No Scheme % SD Index Ratio
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1 “ParagParikhFlexi CapFund” 13 2.11 3.88 5.44
2 “SBIFocused Equity Fund” 12 1.13 3.99 3.65
3 “DSPFlexiCap Fund” 11 1.89 3.83 2.15
4 “IDFCSterlingValueFund” 14 1.98 4.33 2.84
5 “|CICIPrudentialBluechipFund” 12 1.79 4.56 2.36
6 “InvescolndialnfrastructureFund” 15 1.27 3.86 2.85
7 “PGIMIndiaFlexi CapFund” 14 1.78 2.65 2.86
8 “NipponlindiaLarge CapFund” 11 2.32 6.83 4.56

Table 3 displays the return, standard deviation, sharpe and treynor indexes, as well as the top

eight equity schemes for the 2021-22 financial year. Investors who are willing to take on

more risk are targeted by equity schemes. According to the data presented in the table above,

the best performer among all equity funds is the Parag Parikh Flexi Cap Fund, which has a

positive Sharpe Index of 3.88 and a positive Treynor Index of 5.44. On the other hand, the

DSP Flexi Cap Fund and the Nippon India Large Cap Fund tie for the worst performance

among the group, each of which has a positive Treynor Index of 2.15 and a positive Sharpe
Index of 6.83.

Table 4:ANOVA —Sharpelndex

Table4:ANOVA?

Model Sumof Squares  |df MeanSquare |F Sig.
1 Reg. 1289.855 5 177.189 14.131 0.006
Resid. 1796.328 57 9.042
Total 3946.86 61

As a result, it has been determined that the samples were taken from a population that

contained varying degrees of the trait in question. So, the effect on the economy as a whole

will not be the same for any strategy. As a result, the performance of the scheme is not

individual, and there is some variation in the performance of the plan when compared to the

additional risk taken for that. Based on the data presented in table 4, the researchers came to

the conclusion that the critical value is lower than the calculation value, hence refuting the

null hypothesis.

Table 5:ANOVA-Treynorindex
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Table5:ANOVA?®

Model Sumof Squares  |df MeanSquare |F Sig.

1 Reg. 3195.125 5 992.35 22.692 0.000
Resid. 982.995 S7 29.13
Total 3991.05 61

As a result, it has been determined that the samples were taken from parts of the population
that had varying degrees of variance. So, the effect on the economy as a whole will not be the
same for any strategy. As a result, the performance of the scheme is not individual, and there
is some variation in the performance of the plan when compared to the additional risk taken
for that. Based on the data shown in the table above, five researchers came to the conclusion
that the crucial value is lower than the calculation value, hence refuting the null hypothesis.
Conclusion

It is clear, based on the performance evaluations of the eight different equity funds that were
presented earlier, that all of the funds have done quite well over the course of the time period
that has been taken into consideration for this study. This is evident due to the fact that the
time period was taken into consideration. The decline in value of the NIFTY that occurred in
the year 2020 had an effect on the performance of each of the chosen funds on an individual
basis. When everything is said and done, it's possible that the conclusion will be that the
majority of the funds have done well despite the highly unpredictable market. This may be
the case if it's determined that the majority of the funds have done well. It's possible that this
will be the outcome if it turns out that the majority of the funds have been profitable. After
conducting research on a wide variety of mutual fund schemes, the researchers arrived at the
conclusion that, when making an investment decision, the element of risk and return is the
first and most important component to take into consideration, followed by the considerations
of safety and liquidity. This was the conclusion that was reached as a result of the research
that was conducted. If the investors wish to select a fund that subjects them to a lower degree
of risk, then they need to select a fund that has a higher rank in the Treynor measure. Only
then will they be able to achieve their goal. Investors should strive for a higher Sharpe
measure rank if they want to increase the rate of return on their money while also diversifying
the types of holdings they have in their portfolios. This is something that investors can do for
themselves. The acquisition of shares in a mutual fund is a venture that ought to only be done
by individuals who possess a fair level of awareness in topics pertaining to finance. This is

because the purchase of shares in a mutual fund is a significant investment decision. In
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addition to beta and the standard deviation, prospective investors and current investors alike
should also take into consideration specific performance evaluations from a variety of
dimensions given by parameters such as the Sharpe ratio and the Treynor ratio. These
evaluations should be taken into consideration in addition to beta and total return in direct.
Instead than just taking NAV and total Return into direct consideration, you should do this
instead. This is a very essential step that needs to be taken in order to ensure that mutual
funds in India all perform at a consistent level.
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