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Abstract

In this paper the performance evaluation of Indian mutual funds is carried out through relative
performance Daily closing NAV of different schemes have been used to calculate the returns from the
fund schemes. NSE - Nifty has been used for market portfolio. The performance of mutual funds is
carried out through risk and return analysis, Standard Deviation, Sharpe Index, Treynor Index and
ANOVA. The source of data is association of mutual fund in India. The period of study is April 20202 to
March 20204.The result suggest that most of the mutual fund given positive return during the study
period. Mutual fund is finest avenue for investment in capital market.

Introduction

The Indian mutual fund industry has come a long way from its inception in 1964. There is lot of
structural transformation in the industry over the years. The competition is intense in the current scenario
as there are a variety of players in all types of fund schemes. The industry has witnessed enormous
growth in terms of size, operations, investor base, and variety of schemes. It is further expanding in tune
to the needs of the investors and market pressures. At this juncture, there is a need for the mutual fund
investors to evaluate the performance of schemes before deciding on investments. Past performance is
taken as reference by many investors, though it may not be a true indicator of future performance.
Statistical measures are available which utilizes past data to know about the worthiness of schemes in a
scientific manner.

Investment in Mutual funds is managed by an efficient team of portfolio managers. They provide
diversification, professional management and the ease of investment process for an investor who lacks
the expertise in investment in capital market. With the introduction of a wide range of products, the
mutual fund industry nowadays has a lot to offer to its investors. India is emerging as the next big
investment destination, riding on a high savings and investment rate, as compared to other Asian
economies. There is a strong need for improving the awareness especially among the semi urban and
rural communities where they hardly know the benefits of investing in Mutual Funds. They are still
investing in traditional investment options.

Review of Literature

Bharathi (2015) study was carried out for open end mutual fund schemes of sample of 51 schemes
chosen by convenient sampling method. NAV’s were taken for a period of one year from 1st October
2013 to 30th September, 2014. Out of the 51 funds as many as 18 schemes earned higher returns than
the market return. The remaining 33 funds generated lower returns than the market return.

Sharpe, William F. (1966) suggested a measure for the evaluation of portfolio performance. Sharpe was
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among the earliest to use the CAPM to assess mutual funds performance. He assumed that expected
return E (RP.) of a fund and its risk are linearly related. Sharpe found that funds underperformed the Dow
Jones index by 40 basis points. Further better performing funds had lower expense ratios. Sharpe
examined the performance of 34 open end funds for the period 1954-1963 in the US. The results of his
study concluded that good performance was associated with low expense ratio and not with the size.
Sample schemes showed consistency in risk measure.

Anand (2017) focused on the schemes of Birla Sunlife and the competitor’s schemes available in the
market. Author studied the analysis of Performance of Equity fund for 3 years and SWOT Analysis of
Birla Sunlife by Literature survey and Delphi technique. In depth financial review the author identifies
among the selected equity funds that earns higher returns than benchmark and competitors and
concluded that Birla Sunlife performs well compared to the benchmarks and competitors.

Alka Solanki (2016) using broad 100 shared base BSE National Index and SENSEX as a proxy for
market index during the period 2007 to 2016 to evaluate the performance of sample schemes and to
compare the return and risk with benchmark. It was found from the study that all schemes showed an
average return higher than in comparison to the market return except Eliance Focused Large Cap Fund.
Gouri Shankar Lall, (2018) on Performance Evaluation of Equity based Mutual Funds in India” with
on objective to measure the earnings of growth oriented mutual fund schemes, to evaluate the selected
mutual fund schemes and to analyse the trendsin returns of selected mutual funds. For this study daily
data of Net Asset Value (NAV), Risk free rate of return and Market Index (SENSEX) from Thomson
Reuter’s was collected from April 2011 to March 2016. For analysing the data Treyner’s Index and
Sharpe’s Index was used. It was from the study that Sundaram Global Advant age Scheme showed the
greater value of Sharpe ration compared to the other selected schemes and this implies the greater skills
in managing the investment. The Kotak Global Emerging Market Opp. EgOffshare growth is less volatile
as compare to selected schemes.

Chakrabarti (2019) evaluate equity mutual funds in India using quadratic optimization of an asset class
factor model proposed by William Sharpe and analysis of the relative performance of the funds with
respect to their style benchmarks. Their study found that the mutual funds generated positive monthly
returns on the average, during the study period of January 2012 through June 2017. The ELSS funds
lagged the Growth funds or all funds taken together, with respect to returns generated.

Carlos(2019) analyzed whether it was more appropriate to apply a factor-based or a characteristic-based
model - both known as benchmarks in portfolio performance measurement using the Linear model, asset
pricing model and Fama and French factors. The study showed that if information on returns was used
and a linear model was proposed that adjusted return to a set of exogenous variables, then the right side
of the equation reported the achieved performance and the passive benchmark that replicated the style or
risk of the assessed portfolio.

Objectives of the Study

e To study the performance of selected equity mutual funds in terms of their return and risk from
various fund schemes in India.

e To know mutual fund performance of selected equity mutual funds by using Sharpe and Treynor

Methodology
This paper makes an attempt to study and analyze the performance of 8 Indian equity mutual funds. The
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mutual funds were analyzed in detail from April 2019 to March 2022 and this study is based on the
secondary data obtained from the various sources like websites, journals, magazines etc. For the
performance of these mutual fund schemes, different statistical and financial tools are to be used. The
tools and techniques are Sharpe, Treynor measure.

Hypothesis

Ho: There would be no significant difference in performance of selected mutual fund scheme by
calculating sharpe ratio during the study period H1: There would be no significant difference in
performance of selected mutual fund scheme by calculating Treynor ratio during the study period

Data Analysis and Interpretation
Table 1: Equity fund schemes: 2019-20

Return Sharpre Treynor
S.No | Scheme % SD Index Ratio
1 Parag Parikh Flexi Cap Fund 15 0.18 1.77 13.14
2 SBI Focused Equity Fund 14 0.93 3.67 8.98
3 DSP Flexi Cap Fund 13 0.88 2.71 12.91
4 IDFC Sterling Value Fund 13 0.91 2.55 9.33
5 ICICI Prudential Bluechip Fund | 12 1.23 342 7.12
6 Invesco India Infrastructure Fund | 11 1.09 3.29 9.89
7 PGIM India Flexi Cap Fund 10 1.12 4.88 10.01
8 Nippon India Large Cap Fund 13 0.82 241 9.19

The Return, Standard Deviation, Sharpe and Treynor Index for Top 8 equity schemes 2019-20 depicted
in table 1.Equity schemes are usually framed for the risk taker investors. From the above table it can be
analyzed that Parag Parikh Flexi Cap Fund performs better among all equity funds with highest Sharpe
and Treynor Index of 1.77 and 13.14 whereas the least performer of the group is ICICI Prudential
Bluechip Fund.

Table 2: Equity fund schemes: 2020-21

Return Sharpre Treynor
S.No | Scheme % SD Index Ratio
1 Parag Parikh Flexi Cap Fund 13 0.9 0.99 10.42
2 SBI Focused Equity Fund 11 0.89 0.77 -2.94
3 DSP Flexi Cap Fund 14 0.97 0.64 8.81
4 IDFC Sterling Value Fund 13 0.88 0.13 9.83
5 ICICI Prudential Bluechip Fund | 15 0.81 0.44 6.98
6 Invesco India Infrastructurel 13 0.97 0.54 13.56
Fund
7 PGIM India Flexi Cap Fund 15 0.73 0.91 15.04
8 Nippon India Large Cap Fund | 14 0.77 0.94 -3.18
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The Return, Standard Deviation, Sharpe and Treynor Index for Top 8 equity schemes 2020-21 depicted
in table 2. Equity schemes are usually framed for the risk taker investors. From the above table it can be
analysed that Parag Parikh Long Term Equity fund performs better among all equity funds with highest
Sharpe Index 0of 0.99 and PGIM India Flexi Cap Fund perform better among all fund with Treynor Index
of 13.56whereas the least performer of the group is SBI Focused Equity Fund with negative Treynor
Index of -2.94 and IDFC Sterling Value Fund with Sharpe Index of 0.13 as per above table.

Table 3: Equity fund schemes: 2023-24

Return Sharpre Treynor
S. No Scheme % SD Index Ratio
1 Parag Parikh Flexi Cap Fund 12 1.09 2.55 4.33
2 SBI Focused Equity Fund 11 0.12 2.88 2.07
3 DSP Flexi Cap Fund 10 0.97 2.73 1.04
4 IDFC Sterling Value Fund 13 0.89 3.22 1.56
5 ICICI Prudential Bluechip Fund | 11 0.73 3.28 1.37
6 Invesco India Infrastructure Fund | 14 0.17 2.67 1.99
7 PGIM India Flexi Cap Fund 13 0.69 1.79 1.73
8 Nippon India Large Cap Fund 10 1.22 5.72 322

The Return, Standard Deviation, Sharpe and Treynor Index for Top 8 equity schemes 2023-24 depicted
in table 3.Equity schemes are framed for the risk taker investors. From the above table it can be analysed
that Parag Parikh Flexi Cap Fund performs better among all equity funds with highest Sharpe and
Treynor Index of 2.55 and 4.33 whereas the least performer of the group is DSP Flexi Cap Fund with
positive Treynor Index of 1.04 and Nippon India Large Cap Fund with positive Sharpe Index of 5.72 as
per above table

Table 4: ANOVA — Sharpe Index

Table 4: ANOVA?

Model Sum of Squares |df Mean Square | F Sig.

1 Regression |1156.711 4 166.179 13.120  |.000°
Residual 1683.219 47 8.930
Total 2839.93 51

Hence it has been concluded that samples have been drawn from population having the different
variances. So the macroeconomic effect for every scheme is not similar. Hence, scheme performance is
not individual and has some difference in scheme performance compared to additional risk take for
that. From the above table 4 researcher conclude that critical value is less than calculation value so null
hypothesis is rejected.

Table 5: ANOVA — Treynor Index

Table S: ANOVA?
Model Sum of Squares | df Mean Square | F Sig.
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1 Regression |2089.019 4 881.24 11.581 .000°
Residual 891.884 47 18.02
Total 2980.94 51

Hence it has been concluded that samples have been drawn from population having the different
variance. So, the macroeconomic effect for every scheme is not similar. Hence scheme performance is
not individual and has some difference in scheme performance compared to additional risk take for that.
From the above table 5 researcher conclude that critical value is less than calculation value so null
hypothesis is rejected.

Conclusion

From above mentioned performance analysis of the eight selected equity funds, it’s understandable that
all the funds have performed well during the study period. The fall in the NIFTY during the year 2020
has impacted the performance of all the selected funds. In the eventual analysis it may be concluded that
most of the funds have performed well in the highly volatile market. After analyzing the different
mutual fund schemes, it is concluded that while making the investment decision the first and most
important consideration is risk and return aspect followed by the safety and liquidity. If the investors
want to go for less risk fund then they should go for higher rank in the Treynor measure. The investors
who want to diversify their funds and get higher rate of return should go for higher rank in Sharpe
measure. The investors who have the moderate knowledge should go for the mutual fund investment.
Therefore it is fundamental for investors and prospective investors to consider these parameters like
Sharpe ratio & treynor ration along with beta and standard deviation have given specific performance
evaluations from various dimension instead of just considering NAV and total Return in direct to make
certain steady performance of mutual funds in India.
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