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Abstract 
The concept of mutual fund emerged in Netherlands in 18th century and 
introduced in India by Unit Trust of India in1960s. As the mutual fund 
industry provides an option of diversified investment structure with varying 
degree of risk, it was supposed to be the most lucrative market for Indian 
investors. It was believed that it will surely tap the savings of common man. 
But in practice it failed to become a primary choice for investment to Indian 
investor. During almost six decades (1965-2011) the value of assets under 
management of mutual fund industry experienced great swings. As against the 
developed countries where almost every second investor is a mutual unit holder, 
the product could not get much popularity in India. In this reference, the 
present paper attempts to investigate the reasons responsible for lesser 
recognition of mutual fund as a prime investment option. It examines the 
investor’s perception with reference to distinct features provided by mutual 
fund companies to attract them for investing in specific funds/schemes. The 
study uses principal component analysis as a tool for factor reduction. The 
paper explored three factors named as fund/scheme related attributes, monetary 
benefits and sponsor’s related attributes (having respectively six, four and four 
variables) which may be offered to investors for securing their patronage. The 
results are expected to provide fruitful insight to mutual fund companies for 
tailoring their offers suitable to cater the needs and expectations of Indian 
investors. 
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INTRODUCTION 
The concept of mutual fund emerged for the first time in Netherlands in the18th century and introduced 
in India by Unit Trust of India (UTI) in1960s. In the late 80s Indian mutual fund market witnessed entry 
of number of public sector players and in 1993 private sector (including foreign fund management 
companies) was permitted to enter into the market. The entry of private sector led to the availability of 
more options to the investors and tougher competition to market players. One of the major events in the 
history of mutual fund industry was the bifurcation of UTI into two separate entities in 2003. These 
business units were: 
1. Specified Undertaking of UTI with Rs.29835 crores assets under management.  
It was governed by an administrator and regulations of Government of India and was not come under 
the purview of the Mutual Fund Regulations.   
2. UTI Mutual Fund Limited (sponsored by SBI, PNB, BOB and LIC).  

It was registered with SEBI and functions under the Mutual Fund Regulations.  
Since 1965 the assets under management (AUM) have risen from the value of 50 crores to Rs 592250 
crores in 2011. The growth pattern of AUM can be observed through the following chart. 

Insert figure 1 here 
As shown from the graph the bifurcation of UTI led to fall in the value of AUM from 121805 to 87,190 and 
79,464 during 2003. Besides 2003, year 2009 and 2011 also witnessed downfall of AUM. In fact in India 
mutual fund could not get its expected heights. Mutual funds industry was supposed to tap the savings 
of common man as it provides an option of diversified investment structure with varying degree of risk. 
But figures revealed that in a country of 120 crore people there are only 4 crore (3.5 per cent) mutual fund 
unit investors. On the contrary in developed countries like US, every second citizen is a mutual fund unit 
holder (Kelkar 2012). In this reference, the present paper studies investor’s perception towards 
investment in mutual fund. The paper is based upon the results drawn from a survey of 250 respondents. 
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The study attempts to explore Indian investor’s perception towards different features offered by mutual 
funds/schemes. 
 
REVIEW OF RELATED LITERATURE 
Lenard et., al. (2003) empirically investigated investor’s attitudes toward mutual funds.  The results  
indicate  that the  decision  to  switch  funds  within  a  fund  family is affected by investor’s attitude 
towards  risk, current  asset allocation,  investment  losses,  investment  mix,  capital  base  of  the  fund  
age,  initial fund  performance,  investment  mix,  fund  and  portfolio  diversification. The study reported 
that these factors are crucial to be considered before switching funds regardless  of  whether they invest  
in non-employer  plans  or  in both  employer  and non-employer  plans.  
Bollen (2006) studied the dynamics of investor fund flows in a sample of socially screened equity mutual 
funds and compared the relation between annual fund flows & lagged performance in SR funds to the 
same relation in a matched sample of conventional funds. The result revealed that the extra-financial SR 
attribute serves to dampen the rate at which SR investors trade mutual funds.  The study noted that the 
differences between SR funds and their conventional counterparts are robust over time and persist as 
funds age. The study found that the preferences of SR investors may be represented by conditional multi-
attribute utility function (especially when SR funds deliver positive returns). The study remarked that 
mutual fund companies can expect SR investors to be more loyal than investors in ordinary funds.  
Walia and Kiran (2009) studied investor’s risk and return perception towards mutual funds. The study 
examined investor's perception towards risk involved in mutual funds, return from mutual funds in 
comparison to other financial avenues, transparency and disclosure practices. The study investigated 
problems of investors encountered with due to unprofessional services of mutual funds. The study found 
that majority of individual investors doesn’t consider mutual funds as highly risky investment. In fact on 
a ranking scale it is considered to be on higher side when compared with other financial avenues. The 
study also reported that significant relationship of interdependence exists between income level of 
investors and their perception for investment returns from mutual funds investment. 
Saini et., al. (2011) analyzed investor’s behavior, investors’ opinion and perception relating to various 
issues like type of mutual fund scheme, its objective, role of financial advisors / brokers, sources of 
information, deficiencies in the provision of services, investors’ opinion relating to factors that attract 
them to invest in mutual and challenges before the Indian mutual fund industry etc. The study found that 
investors seek for liquidity, simplicity in offer documents, online trading, regular updates through SMS 
and stringent follow up of provisions laid by AMFI. 
Singh (2012) conducted an empirical study of Indian investors and observed that most of the respondents 
do not have much awareness about the various function of mutual funds and they are bit confused 
regarding investment in mutual funds. The study found that some demographic factors like gender, 
income and level of education have their significant impact over the attitude towards mutual funds. On 
the contrary age and occupation have not been found influencing the investor’s attitude. The study 
noticed that return potential and liquidity have been perceived to be most lucrative benefits of 
investment in mutual funds and the same are followed by flexibility, transparency and affordability.  
 
OBJECTIVE OF THE STUDY:  

1. To analyze investors perspective towards investment in mutual fund. 
2. To understand the desirable characteristics of mutual fund schemes / fund. 
3. To know the various factors that may affect selection of mutual fund schemes / fund directly or 

indirectly. 
4. To present a summarized picture of different qualitative aspects which are essential to secure 

investor’s patronage to mutual fund. 
 
LIMITATIONS OF THE STUDY 
The present study is based upon the results of survey conducted on 250 mutual fund investors. The 
implications of the study are subject to the limitations of sample size, psychological and emotional 
characteristics of surveyed population. 
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RESEARCH METHODOLOGY 
Data Collection 
 The study is primarily based upon primary data collected from a structured survey through 
questionnaire. The survey was administered on 250 respondents online as well as in person. The 
questionnaire comprised of 21 questions (out of which 7 were general and remaining 14 were study 
specific). All the variables were measured by response on five point Likert scales, which rated 1 as least 
important and 5 as most important. 
Data Analysis: 
The collected data was analyzed through simple statistical tools like mean, standard deviation, 
correlation. To measure internal consistency (reliability) of the data Cronbach Alpha test has been 
employed. The study further employs Kaiser-Meyer-Olkin Measure of sampling adequacy, Bartlett’s Test 
of Sphericity and factor analysis as a tool of dimension reduction.  
 
FINDING AND RESULTS 
Descriptive Statistics 
Table 1 represents the descriptive statistics of primary data collected through survey.  

Insert table 1 here 
Table 1 reveals that all the selected variables have been allotted good values by the investors. Further, the 
feature of return from the investment seems to be of upmost concern to the investors which is followed 
by the favorable rating by credit agency. These two desirable characteristics also have least value of 
standard deviation in results. 
Cronbach Alpha 
As commonly accepted rules of thumb the minimum acceptable score of alpha is 0.70 (George and 
Mallery 2003). In the present study it is found to be 0.861which is sufficient enough to precede the study.      
Kaiser-Meyer-Olkin and Bartlett's Test 
The Kaiser-Meyer-Olkin measure of sampling adequacy is an index for comparing the magnitudes of the 
observed correlation coefficients to the magnitudes of the partial correlation coefficients. Bartlett’s test is 
applied to measure strength of relationship among variables of population correlation matrix i.e. whether 
they are uncorrelated or not. 

Insert table 2 here 
The minimum acceptable value of KMO is 0.50. Generally the cut-off value of Bartlett’s test is less than or 
equal to 0.05. In the present study KMO value is .853 and Bartlett’s value is 0.000 (table 2) which permits 
the factor analysis to the data.  
Correlation Analysis 
The present paper studies the correlation among different variables to diagnose the problem of multi-co 
linearity. The problem of multi-co linearity is assumed if the correlation between two or more variables is 
more than 0.50.  

Insert table 3 here 
Table 3 represents the correlation matrix. Correlation matrix reveals that correlation between some 
variables is more than 0.50. Therefore, factor analysis is required to be done on the variables. 
Factor Analysis 
Factor analysis reduces the number of variables to such a small number which could be capable of 
explaining the observed variance in the large number of variables. Table 4 represents the communalities 
of variables which represents the amount of variation extracted from each variable. The extraction of 
variable is done by principal component analysis method. Variable with higher value is expected to 
represent better one. 

Insert table 4 here 
As shown from the above table the feature of safety of money invested carries maximum communalities 
and it is followed by full disclosure of information regarding scheme / fund. All of these variables are 
further being analyzed through their Eigen values which represent the variances of the factors. Table 5 
represents the total variance explained by different variables. The extraction has been done through 
principal component analysis method. 

Insert table 5 here 
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There are three variables which have more than 1.000 Eigen value. The cumulative variance explained by 
these six components is 57.57%. The calculated values of Eigen values and associated components can be 
studied through Cattell’s Scree Plot (figure 2).  

Insert figure 2 here 
The graph clearly demonstrates that there are three components which are more crucial for the investors. 
The remaining variables have also exerted influence on the users but that is on a limited scale. Table 6 
represents the rotated component matrix which is a matrix of the factor loadings for different variables 
onto each factor. In the present study the loadings having value less than 0.40 are being suppressed so as 
to identify substantive loadings. The matrix has been constructed on the basis of varimax criterion with 
Kaiser Normalization method. The entire rotation process has been converged in seven iterations.  

Insert table 6 here 
Table 6 reveals that there are four variables load on two factors. These variables have been assigned to a 
factor on the basis of their maximum load. Factor analysis has generated 3 factors. The component 
transformation matrix of the above rotated component matrix is given in table 7. 

Insert table 7 here 
Component Transformation Matrix displays the correlations among different components prior to and 
after rotation. The extraction has been done through Principal component analysis and rotation has been 
done on Varimax criterion with Kaiser Normalization.  
 
The factors with corresponding variables are as follows: 
Factor 1 
It includes four variables viz., Regular Updates on every trading day (regarding investment, NAV etc.), 
Safety of Investment, Full Disclosure of Information regarding Scheme / Fund like objective, periodicity 
of valuation, scheme’s sale/ repurchase etc., Favorable Credit Rating of Scheme. It may be named as 
Scheme / Fund related Attributes. 

 Factor 2 
It includes six variables viz., Capital Appreciation, Charges (Expense Ratio, Entry Load and Exit Load), 
Regular Return on Investment, Early Bird Incentives, Fringe Benefits like Tax Benefits, Free Insurance, 
Free Credit Card, Loans on Collateral etc., Liquidity. It may be named as Monetary Benefits. 
Factor 3 
It includes four variables viz., Reputation of Sponsor, Sponsor’s Expertise, Promptness in Service and     
Retaliation of Investor’s Grievances. It may be labeled as Sponsor’s Attributes. 

 
CONCLUSION 
The present paper attempts to study the extent to which investors are satisfied (in terms of different 
benefits offered by mutual fund companies to attract investment in mutual fund) and also to identify 
factors essential for securing investor’s penetration. The study found that all the benefits which emerge 
out from the investment in mutual fund may be grouped into three categories. The first category relates 
to the scheme/ fund related attributes. This includes safety of money invested in mutual funds, 
favorable credit rating of fund/ scheme by reputed credit agencies, full disclosure of all relevant 
information and regular updates on every trading day. The second category is related with the monetary 
benefits provided by fund/schemes in form of capital appreciation, liquidity, ROI (return on 
investment), early bird incentives, fringe benefits and relaxation in charges (expense ratio, entry load 
and exit load). The last category relates with the sponsor related attributes. This includes reputation of 
sponsor, sponsor’s expertise, promptness in service and retaliation of investor’s grievances. The results 
reveal that in order to secure the patronage of Indian investor mutual fund companies are expected to 
ensure full disclosure and regular updates of the relevant information along with the assurance of safety 
and monetary benefits. 
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Table 1: Descriptive Statistics 

Variable Characteristics Mean S.D. N 

1.  Return from investments 4.5240 .50043 250 

2.  Safety of Investment 4.4720 .50022 250 

3.  Full Disclosure of Information regarding Scheme / Fund 
(like objective, periodicity of valuation, scheme’s sale/ 
repurchase etc.) 

4.4840 .50075 250 

4.  Capital Appreciation 4.4920 .50094 250 

5.  Reputation of Sponsor 4.4720 .50022 250 

6.  Sponsor’s Expertise (in managing money) 4.4800 .50060 250 

7.  Favourable Credit Rating of Scheme / Fund 4.5120 .50086 250 

8.  Liquidity of investment 4.4520 .49869 250 

9.  Fringe Benefits (like Tax Benefits, Free Insurance, Free 
Credit Card, Loans on Collateral etc.) 

4.4920 .50094 250 

10.  Regular Updates on every trading day (regarding 
investment, NAV etc.) 

4.4680 .49998 250 

11.  Promptness in Service 4.4480 .49829 250 

12.  Charges (Expense Ratio, Entry Load and Exit Load) 4.4440 .49785 250 

13.  Retaliation of Investor’s Grievances 4.3640 .48211 250 

14.  Early Bird Incentives 4.4600 .49940 250 

  Source: Primary Data 
 
 Table 2: KMO and Bartlett’s Test results 

 

Kaiser-Meyer-Olkin measure of sampling adequacy  Bartlett’s Test of Sphericity 

0.853 Approx. Chi-Square 1496.682 

Degree of Freedom 91 

Significance .000 

 Source: Primary Data 
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 Table 3: Correlation Matrix 

V    V1   V2  V3 V4  V5 V6 V7 V8 V9 V10 V11 V12 V13 V14 

   
V1 

1 0.48 0.49 0.36 0.34 0.18 0.46 0.4 0.31 0.36 0.1 0.27 0.31 0.4 

  V2 0.48 1 0.88 0.35 0.39 0.28 0.76 0.28 0.35 0.75 0.18 0.33 0.32 0.33 

V3 0.49 0.88 1 0.36 0.4 0.26 0.69 0.31 0.25 0.73 0.16 0.25 0.28 0.3 

V4 0.36 0.35 0.36 1 0.22 0.32 0.29 0.22 0.25 0.3 0.22 0.28 0.39 0.44 

V5 0.34 0.39 0.4 0.22 1 0.39 0.25 0.2 0.13 0.35 0.18 0.2 0.23 0.08 

V6 0.18 0.28 0.26 0.32 0.39 1 0.25 0.09 0.13 0.22 0.28 0.14 0.36 0.11 

V7 0.46 0.76 0.69 0.29 0.25 0.25 1 0.31 0.4 0.6 0.09 0.31 0.31 0.29 

V8 0.4 0.28 0.31 0.22 0.2 0.09 0.31 1 0.34 0.18 0.12 0.29 0.33 0.24 

V9 0.31 0.35 0.25 0.25 0.13 0.13 0.4 0.34 1 0.25 0.21 0.33 0.24 0.26 

V10 0.36 0.75 0.73 0.3 0.35 0.22 0.6 0.18 0.25 1 0.19 0.18 0.14 0.24 

V11 0.1 0.18 0.16 0.22 0.18 0.28 0.09 0.12 0.21 0.19 1 0.28 0.39 0.25 

V12 0.27 0.33 0.25 0.28 0.2 0.14 0.31 0.29 0.33 0.18 0.28 1 0.33 0.31 

V13 0.31 0.32 0.28 0.39 0.23 0.36 0.31 0.33 0.24 0.14 0.39 0.33 1 0.4 

V14 0.4 0.33 0.3 0.44 0.08 0.11 0.29 0.24 0.26 0.24 0.25 0.31 0.4 1 

 Source: Primary Data 
 
 Table 4: Communalities 

S. No. Variables Initial Extraction 

1.  Return 1.000 .492 

2.  Safety 1.000 .874 

3.  Full Disclosure of Information regarding Scheme / Fund 1.000 .839 

4.  Capital Appreciation 1.000 .426 

5.  Reputation of Sponsor 1.000 .496 

6.  Sponsor’s Expertise 1.000 .658 

7.  Favourable Credit Rating of Scheme / Fund 1.000 .710 

8.  Liquidity 1.000 .424 

9.  Fringe Benefits 1.000 .430 

10.  Regular Updates 1.000 .726 
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11.  Promptness in Service 1.000 .484 

12.  Charges (Expense Ratio, Entry Load and Exit Load) 1.000 .413 

13.  Retaliation of Investor’s Grievances 1.000 .598 

14.  Early Bird Incentives 1.000 .491 

 Source: Primary Data 
 
Table 5: Variance Explained be Different variables 
 

Comp
onent 

Initial Eigen values Extraction Sums of 
Squared Loadings 

Rotation Sums of Squared 
Loadings 

 Tot
al 

% of 
Varia
nce 

Cumulati
ve % 

Tot
al 

% of 
Varia
nce 

Cumulati
ve % 

Tot
al 

% of 
Varia
nce 

Cumulati
ve % 

1 5.20 37.12 37.12 5.20 37.12 37.12 3.45 24.64 24.64 

2 1.61 11.52 48.64 1.61 11.52 48.64 2.68 19.13 43.78 

3 1.25 8.93 57.57 1.25 8.93 57.57 1.93 13.79 57.57 

4 0.94 6.72 64.29             

5 0.89 6.36 70.64             

6 0.71 5.06 75.71             

7 0.69 4.90 80.61             

8 0.63 4.53 85.13             

9 0.54 3.87 89.00             

10 0.46 3.28 92.28             

11 0.44 3.16 95.44             

12 0.29 2.06 97.50             

13 0.25 1.78 99.29             

14 0.10 0.71 100.00             

Source: Primary Data 
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Table 6: Rotated Component Matrix 

Variables Components 

1 2 3 

Safety .876   

Full Disclosure of Information regarding Scheme / Fund .875   

Regular Updates .836   

Favourable Credit Rating of Scheme / Fund .763   

Early Bird Incentives  .672  

Liquidity  .622  

Fringe Benefits  .617  

Charges (Expense Ratio, Entry Load and Exit Load)  .598  

Return .475 .510  

Capital Appreciation  .453 .419 

Sponsor’s Expertise   .780 

Promptness in Service   .628 

Retaliation of Investor’s Grievances  .534 .557 

Reputation of Sponsor .448  .542 

Source: Primary Data 
 
Table 7: Component Transformation Matrix 

 

Component 1 2 3 

1 .716 .579 .390 

2 -.695 .541 .473 

3 .063 -.610 .790 

Source: Primary Data 
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Figure1: Growth in Assets under Management 

 
Source: AMFI 
 
Figure 2: Scree Plot 

 
Source: Primary Data 


