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2 Mutual Funds in India

invest? To choose wisely, investo_rs need_to kI'IO\&f myestmen;
options thoroughly. It is financial services institutions an
intermediaries which help the investors for transforrpmg
saving into investment, production and 'growth. It is a
mechanism or arrangement for the mobilization of funds, theu*
transfer and allocation. A financial services intermediary

provides scope for saving and investment through various
financial products.

Mutual fund is an emerging financial services intermediary

and has enormous value in the financial market. A mutual fund
1s recognized as a medium

as well as long term investment
option. There are large numbers of small investors, who are
ablg to save and make investment in financial instrurhentS, but
K}lujorny of them lack expertise for saving and investment.
\at'::]" N bers of mutual fund options for
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4 Mutual Funds in India

India’s mutual funds have witnessed phenomenal growth

over the last few years. Mutual funds would be one of the
major instruments of wealth creation and wealth saving in the
Years to come, giving positive results. As India is targeting a
GDP growth rate of 9 percent in the Eleventh Plan Period, the
role of financial sector as well as the role of mutual funds
industry in India is important segment of financial market for
resource mobilization. The consistency in the performance of
mutual funds has been a major factor that attracts many
investors. The mutual fund industry growth is estimated at
about 50 percent, much higher than that of bank fixed deposits
which are growing at about 20 percent,

According to the Global Asset Management Report 2006,
form Boston Consulting Group, India-managed assets will
g p :

exceed more than USS$ 1 trillion by 2015. This means an
annual growth rate of 21 percent for the next years. The Indian
mutual funds industry has been growing at a hca‘ithy pace _of
16.68 percent in the past and the trend will_ move ftt}'ther. With
the entrance of new fund houses and the introduction of new
schemes into the market, investors are now being offered
plenty of mutual fund choices. The total assets under
management of mutual fund industry declined by 1 percent
i ¥ 5.92.250 crore as on March 31, 2011 to ¥ 5,87,2!7
rom \ R:larch 31, 2012 as published by AMFL In 1987, itg

crore as Ol 2 Obo‘crorCy which went up to X 4,100 crore in
size was just 3 touched. a figure of T 72.000 crore in
1991 and subsequently to been increasing tremendously
1998. Since then. this figure hase as on July 31. 2012 thyg

aﬁd stood at ¥ 7.30.361 cm\r,m in the mutual fund industry,
.vealing the efficiency Ofgrot;served that as the GDP of ,
re il has generally been oshare of AUM as a percentage of
starts moving up, lh:: 1o increase. As India’s Gpp is
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6 Mutual Funds in i,

I. It had ap embedded lottery,

attractive for investors and taded away.
At the very dawn of commercial history,

Phoenicians were selling shares in vessels a
order to spread the risk of these perilous ventures. The idea of
pooling money dates back to 1822, when groups of people j
Belgium established a company to finance investments g, 3
national industries under the name of “Societe Generale de 3
Belgique' incorporating the concept of risk sharing. phe e
S b £ ities from a wide range of companjes
institution acquired securities from utual fund for risk IR
and  practiced  the Comzeptw‘i)lfia:: I of Netherlands came
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Although, many nineteenth century British investment trysts
invested in American Stocks, the first American investment
trust was the close-end Boston Personal Property Trust created
in 1893, The Alexander Fund in Philadelphia was the first step
towards open-end funds.

It was established in 1907 and had new issyes every six
months. Investors were allowed to make redemptions. The
1920's saw the creation of the first open-ended mutyg] fund,
‘Massachusetts Investors Trust’ in Boston, The fund went
public in 1928 In the same Year Scudder, Stevens and Clark
launch the first no-load fund ang the creation of the
‘Wellington Fund’, the first mutual fund to include a balanced
portfolio of stocks and bonds. By 1929 there were 19 open-
ended mutual finds competing with nearly 700 closed-end
funds. The stock market crash of 1929 wiped oyt many highly
leveraged closed-end funds and the Small open-end funds
managed to survive, The resultant royng of 19305 financia]

Exchanes Commission (SE.C > the Passage of the Securities
Act of 1933 and the Secumies Exchange Act of 1934 The
Investment Company Act of 1940 lEEeT The oo oot ¢
len o PSS of cgistered investmen;
companies in the United States j e
1. Open*end(;nvesmlem COmpanies (1mypya ] funds)
2. Closed-end investment Companjes 5 ;
3. Exchange-traded funds (ETFs). ( closed enq funds).
4. Unit investment trusts (UITs),

The post-War period Marked 5, era of g :

i ubst

for the U.S. mutual ﬁl!}d_:nfiusuy_ By 1957 ths antial growtp
than 100 mutual funds in eXiStence, S
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