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SYNOPSIS

In human life savings is very important. People have more option to invest their earnings in different investment avenues like insurance, fixed deposit, mutual funds, post office savings etc. Nowadays investors feel difficult to select the investment avenues. This project is basically with respect to the Performance of selected Tax Saver Funds. 

Today investors prefer to invest more in stock because they get more returns but small investors like to invest in mutual fund because mutual fund is lesser risky than share investment. They also have more investment option. Industries are competing with one another and offering more investment Schemes in order to attract the people. Investor find it difficult to select the appropriate investment schemes according to their risk taking ability and expected return.

The objective of the study was to study the performance of selected Tax Saver Funds against benchmark index Sensex.

The research design is analytical in nature and analysis tools like, Mean, Standard deviation, Co-relation, Co-variance, Sharpe ratio, Treynor ratio and Jensen ratio were used for analysis. It was found that Franklin India Tax Shield Growth fund performed better than other selected funds.















TABLE OF CONTENT
	Chapter No
	Content
	Page No

	


1






2
3





4
5






	
List of Tables
List of Charts
INTRODUCTION
1.1 Industry Profile
1.2 Company Profile 
1.3 About the Study
1.4 Objectives of the Study
1.5 Scope of the Study
1.6 Limitations of the Study
REVIEW OF LITERATURE
RESEARCH METHODOLOGY
3.1 Research Design
3.2 Nature of Data
3.3 Selected Mutual Fund Schemes
3.4 Period of the Study
3.5 Tools used for Data Analysis
ANALYSIS AND INTERPRETATION
SUMMARY
5.1 Findings
5.2 Suggestions
5.3 Conclusion
BIBLIOGRAPHY

	



1
9
13
21
22
23
24
31
31
31
31
32
32
33
63
63
65
66




LIST OF TABLES


	Table No
	Particulars
	Page No

	1.1
	Reliance Tax Saver (ELSS) Fund (G) – Quarterly Growth
	34

	1.2
	Franklin India Tax Shield (G) – Quarterly Growth
	36

	1.3
	ICICI Prudential Tax Plan (G) – Quarterly Growth
	38

	1.4
	HDFC Tax Saver (ELSS) (G) – Quarterly Growth
	40

	1.5
	DSP BlackRock Tax Saver Fund (G) - Quarterly Growth
	42

	2.1
	Mean, S.D, Co efficiency of variance of Reliance Tax Saver (ELSS) Fund 
	44

	2.2
	Mean, S.D, Co efficiency of variance of Franklin India Tax Shield (G)
	45

	2.3
	Mean, S.D, Co efficiency of variance of ICICI Prudential Tax Plan (G)
	46

	2.4
	Mean, S.D, Co efficiency of variance of HDFC Tax Saver (ELSS) (G)
	47

	2.5

3.1
	Mean, S.D, Co efficiency of variance of DSP BlackRock Tax Saver Fund
Quarterly based performance of Reliance Tax Saver (ELSS) Fund (G) with relation to BSE index
	48

49

	3.2
	Quarterly based performance of Franklin India Tax Shield (G) with relation to BSE index
	50

	3.3
	Quarterly based performance of ICICI Prudential Tax Plan (G) with relation to BSE index
	51

	3.4
	Quarterly based performance of HDFC Tax Saver (ELSS) (G) with relation to BSE index
	52

	3.5
	Quarterly based performance of DSP BlackRock Tax Saver Fund (G) with relation to BSE index
	53

	4.1
	Sharpe ratio, Treynor ratio & Jensen ratio for Reliance Tax Saver Fund (G)

	54

	4.2
	Sharpe ratio, Treynor ratio & Jensen ratio for Franklin India Tax Shield

	55

	4.3
	Sharpe ratio, Treynor ratio & Jensen ratio for ICICI Prudential Tax Plan
	56

	4.4
	Sharpe ratio, Treynor ratio & Jensen ratio for HDFC Tax Saver (ELSS)
	57

	4.5
	Sharpe ratio, Treynor ratio & Jensen ratio for DSP BlackRock Tax Saver Fund (G)
	58

	5.1
	Performance Analysis of Tax Saver Fund for the year 2010

	59

	5.2
	Performance Analysis of Tax Saver Fund for the year 2011

	60

	5.3
	Performance Analysis of Tax Saver Fund for the year 2012

	61

	6
	Overall Performance of Tax Saver Fund for the period 2010 – 2012

	62






                                                  LIST OF CHARTS


	Chart No
	Particulars
	Page No

	1.1
	Reliance Tax Saver (ELSS) Fund (G) – Quarterly Growth
	35

	1.2
	Franklin India Tax Shield (G) – Quarterly Growth
	37

	1.3
	ICICI Prudential Tax Plan (G) – Quarterly Growth
	39

	1.4
	HDFC Tax Saver (ELSS) (G) – Quarterly Growth
	41

	1.5
	DSP BlackRock Tax Saver Fund (G) - Quarterly Growth
	43









                                                CHAPTER 1
INTRODUCTION
1.1 INDUSTRY PROFILE
                A mutual fund is a type of professionally managed collective investment vehicle that pools money from many investors to purchase securities. While there is no legal definition of the term "mutual fund", it is most commonly applied only to those collective investment vehicles that are regulated and sold to the general public. They are sometimes referred to as "investment companies" or "registered investment companies." Most mutual funds are "open-ended," meaning investors can buy or sell shares of the fund at any time. Hedge funds are not considered a type of mutual fund.
MUTUAL FUNDS INDUSTRY - HISTORY
The first mutual funds were established in Europe. One researcher credits a Dutch merchant with creating the first mutual fund in 1774.The first mutual fund outside the Netherlands was the Foreign & Colonial Government Trust, which was established in London in 1868. It is now the Foreign & Colonial Investment Trust and trades on the London stock exchange.
Mutual funds were introduced into the United States in the 1890s.They became popular during the 1920s. These early funds were generally of the closed-end type with a fixed number of shares which often traded at prices above the value of the portfolio.
The first open-end mutual fund with redeemable shares was established on March 21, 1924. This fund, the Massachusetts Investors Trust, is now part of the MFS family of funds. However, closed-end funds remained more popular than open-end funds throughout the 1920s. By 1929, open-end funds accounted for only 5% of the industry's $27 billion in total assets.
After the stock market crash of 1929, Congress passed a series of acts regulating the securities markets in general and mutual funds in particular. The Securities Act of 1933 requires that all investments sold to the public, including mutual funds, be registered with the Securities and Exchange Commission and that they provide prospective investors with a prospectus that discloses essential facts about the investment. The Securities and Exchange Act of 1934 requires that issuers of securities, including mutual funds, report regularly to their investors; this act also created the Securities and Exchange Commission, which is the principal regulator of mutual funds. The Revenue Act of 1936 established guidelines for the taxation of mutual funds, while the Investment Company Act of 1940 governs their structure.
When confidence in the stock market returned in the 1950s, the mutual fund industry began to grow again. By 1970, there were approximately 360 funds with $48 billion in assets. The introduction of money market funds in the high interest rate environment of the late 1970s boosted industry growth dramatically. The first retail index fund, First Index Investment Trust, was formed in 1976 by The Vanguard Group, headed by John Bogle; it is now called the Vanguard 500 Index Fund and is one of the world's largest mutual funds, with more than $100 billion in assets as of January 31, 2011. 
Fund industry growth continued into the 1980s and 1990s, as a result of three factors: a bull market for both stocks and bonds, new product introductions (including tax-exempt bond, sector, international and target date funds) and wider distribution of fund shares. Among the new distribution channels were retirement plans. Mutual funds are now the preferred investment option in certain types of fast-growing retirement plans, specifically in 401(k) and other defined contribution plans and in individual retirement accounts (IRAs), all of which surged in popularity in the 1980s. Total mutual fund assets fell in 2008 as a result of the credit crisis of 2008.
In 2003, the mutual fund industry was involved in a scandal involving unequal treatment of fund shareholders. Some fund management companies allowed favored investors to engage in late trading, which is illegal, or market timing, which is a practice prohibited by fund policy. The scandal was initially discovered by then-New York State Attorney General Eliot Spitzer and resulted in significantly increased regulation of the industry.
At the end of 2011, there were over 14,000 mutual funds in the United States with combined assets of $13 trillion, according to the Investment Company Institute (ICI), a trade association of investment companies in the United States. The ICI reports that worldwide mutual fund assets were $23.8 trillion on the same date.
Mutual funds play an important role in U.S. household finances and retirement planning. At the end of 2011, funds accounted for 23% of household financial assets. Their role in retirement planning is particularly significant. Roughly half of assets in 401(k) plans and individual retirement accounts were invested in mutual funds.
INDIAN MUTUAL FUND INDUSTRY 
The mutual fund industry in India started in 1963 with the formation of Unit Trust of India, at the initiative of the Government of India and Reserve Bank of India. The history of mutual funds in India can be broadly divided into four distinct phases.
First Phase – 1964-87   Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set up by the Reserve Bank of India and functioned under the Regulatory and administrative control of the Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial Development Bank of India (IDBI) took over the regulatory and administrative control in place of RBI. The first scheme launched by UTI was Unit Scheme 1964. At the end of 1988 UTI had Rs.6,700crores of assets under management. 
Second Phase – 1987-1993 (Entry of Public Sector Funds) 1987 marked the entry of non- UTI, public sector mutual funds set up by public sector banks and Life Insurance Corporation of India (LIC) and General Insurance Corporation of India (GIC). SBI Mutual Fund was the first non- UTI Mutual Fund established in June 1987 followed by Canbank Mutual Fund (Dec 87), Punjab National Bank Mutual Fund (Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of India (Jun 90), Bank of Baroda Mutual Fund (Oct 92). LIC established its mutual fund in June 1989 while GIC had set up its mutual fund in December 1990. At the end of 1993, the mutual fund industry had assets under management of Rs.47,004crores.
Third Phase – 1993-2003 (Entry of Private Sector Funds)   with the entry of private sector funds in 1993, a new era started in the Indian mutual fund industry, giving the Indian investors a wider choice of fund families. Also, 1993 was the year in which the first Mutual Fund Regulations came into being, under which all mutual funds, except UTI were to be registered and governed. The erstwhile Kothari Pioneer (now merged with Franklin Templeton) was the first private sector mutual fund registered in July 1993.   The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and revised Mutual Fund Regulations in 1996. The industry now functions under the SEBI (Mutual Fund) Regulations 1996.   
The number of mutual fund houses went on increasing, with many foreign mutual funds setting up funds in India and also the industry has witnessed several mergers and acquisitions. As at the end of January 2003, there were 33 mutual funds with total assets of Rs. 1,21,805crores. The Unit Trust of India with Rs.44,541crores of assets under management was way ahead of other mutual funds.
Fourth Phase – since February 2003   In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust of India with assets under management of Rs.29,835crores as at the end of January 2003, representing broadly, the assets of US 64 scheme, assured return and certain other schemes. The Specified Undertaking of Unit Trust of India, functioning under an administrator and under the rules framed by Government of India and does not come under the purview of the Mutual Fund Regulations.   The second is the UTI Mutual Fund, sponsored by SBI, PNB, BOB and LIC. It is registered with SEBI and functions under the Mutual Fund Regulations. With the bifurcation of the erstwhile UTI which had in March 2000 more than Rs.76,000crores of assets under management and with the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual Fund Regulations, and with recent mergers taking place among different private sector funds, the mutual fund industry has entered its current phase of consolidation and growth.   The graph indicates the growth of assets over the years.    
	[bookmark: A]
CONCEPT

	
A Mutual Fund is a trust that pools the savings of a number of investors who share a common financial goal. The money thus collected is then invested in capital market instruments such as shares, debentures and other securities. The income earned through these investments and the capital appreciation realized are shared by its unit holders in proportion to the number of units owned by them. Thus a Mutual Fund is the most suitable investment for the common man as it offers an opportunity to invest in a diversified, professionally managed basket of securities at a relatively low cost. The flow chart below describes broadly the working of a mutual fund:

	[image: http://www.amfiindia.com/images/mfconceptfl.gif]

	Mutual Fund Operation Flow Chart



	[bookmark: B]ORGANISATION OF A MUTUAL FUND

	
There are many entities involved and the diagram below illustrates the organizational set up of a mutual fund:

	[image: http://www.amfiindia.com/images/mfconceptorg.gif]

	Organization of a Mutual Fund



	

	

	


TYPES OF MUTUAL FUNDS

Most funds have a particular strategy they focus on when investing. For instance, some invest only in Blue Chip companies that are more established and are relatively low risk. On the other hand, some focus on high-risk startup companies that have the potential for double and triple digit growth. Finding a mutual fund that fits your investment criteria and style is important.

· Value stocks
Stocks from firms with relative low Price to Earning (P/E) Ratio usually pay good dividends. The investor is looking for income rather than capital gains.
· Growth stock
Stocks from firms with higher low Price to Earning (P/E) Ratio usually pay small dividends. The investor is looking for capital gains rather than income.
· Based on company size, large, mid, and small cap
Stocks from firms with various asset levels such as over $2 Billion for large; in between $2 and $1 Billion for mid and below $1 Billion for small.
· Income stock
The investor is looking for income which usually comes from dividends or interest. These stocks are from firms which pay relative high dividends. This fund may include bonds which pay high dividends. This fund is much like the value stock fund, but accepts a little more risk and is not limited to stocks.
· Index funds
The securities in this fund are the same as in an Index fund such as the Dow Jones Average or Standard and Poor's. The number and ratios or securities are maintained by the fund manager to mimic the Index fund it is following.
· Enhanced index
This is an index fund which has been modified by either adding value or reducing volatility through selective stock-picking.
· Stock market sector
The securities in this fund are chosen from a particular marked sector such as Aerospace, retail, utilities, etc.
· Defensive stock
The securities in this fund are chosen from a stock which usually is not impacted by economic down turns.
· International
Stocks from international firms.

· Real estate
Stocks from firms involved in real estate such as builder, supplier, architects and engineers, financial lenders, etc.
· Socially responsible
This fund would invest according to non-economic guidelines. Funds may make investments based on such issues as environmental responsibility, human rights, or religious views. For example, socially responsible funds may take a proactive stance by selectively investing in environmentally-friendly companies or firms with good employee relations. Therefore the fund would avoid securities from firms who profit from alcohol, tobacco, gambling, pornography etc.
· Balanced funds
The investor may wish to balance his risk between various sectors such as asset size, income or growth. Therefore the fund is a balance between various attributes desired.
· Tax efficient
Aims to minimize tax bills, such as keeping turnover levels low or shying away from companies that provide dividends, which are regular payouts in cash or stock that, are taxable in the year that they are received. These funds still shoot for solid returns; they just want less of them showing up on the tax returns.

· Convertible
Bonds or Preferred stock which may be converted into common stock.
· Junk bond
Bonds which pay higher that market interest but carry higher risk for failure and are rated below AAA.

· Closed end
This fund has a fixed number of shares. The value of the shares fluctuates with the market, but fund manager has less influence because the price of the underlining owned securities has greater influence.
· Exchange traded funds (ETFs)
Baskets of securities (stocks or bonds) that track highly recognized indexes. Similar to mutual funds, except that they trade the same way that a stock trades, on a stock exchange.

1.2 COMPANY PROFILE

RELIANCE CAPITAL ASSET MANAGEMENT LIMITED

Reliance Mutual Fund ('RMF'/ 'Mutual Fund') is one of India’s leading Mutual Funds, with Average Assets Under Management (AAUM) of Rs. 90,636 Crores and an investor count of over 58.42 and 64.53 Lakh folios.

Reliance Mutual Fund, a part of the Reliance Group, is one of the fastest growing mutual funds in India. RMF offers investors a well-rounded portfolio of products to meet varying investor requirements and has presence in 179 cities across the country. Reliance Mutual Fund constantly endeavors to launch innovative products and customer service initiatives to increase value to investors. 

Reliance Capital Asset Management Limited (‘RCAM’) is the asset manager of Reliance Mutual Fund. RCAM is a subsidiary of Reliance Capital Limited (RCL). Presently, RCL holds 65.23% of its total issued and paid-up equity share capital and the balance of its issued and paid up equity share capital is held by other shareholders which includes Nippon Life Insurance Company (“NLI”), holding 26% of RCAM’s total issued and paid up equity share capital. NLI acquired the said 26% shareholding in RCAM on August 17, 2012.
 
Reliance Capital Ltd. is one of India’s leading and fastest growing private sector financial services companies, and ranks among the top 3 private sector financial services and banking companies, in terms of net worth. Reliance Capital Ltd. has interests in asset management, life and general insurance, private equity and proprietary investments, stock broking and other financial services.
	Sponsor
	: Reliance Capital Limited

	Trustee
	: Reliance Capital Trustee Co. Limited

	Investment Manager / AMC
	: Reliance Capital Asset Management Limited

	Statutory Details
	: The Sponsor, the Trustee and the Investment Manager are incorporated under the Companies Act 1956.



	VISION

	To be a globally respected wealth creator with an emphasis on customer care and a culture of good corporate governance.



	MISSION

	To create and nurture a world-class, high performance environment aimed at delighting our customers.



The main objectives of the Reliance Mutual Fund are:
· To carry on the activity of a Mutual Fund as may be permitted at law and formulate and devise various collective Schemes of savings and investments for people in India and abroad and also ensure liquidity of investments for the Unit holders;
· To deploy Funds thus raised so as to help the Unit holders earn reasonable returns on their savings and
· To take such steps as may be necessary from time to time to realize the effects without any limitation.

Reliance Mutual Fund Schemes

Reliance Growth Fund (September 1995)
Reliance Vision Fund (September 1995)
Reliance Income Fund (December 1997)
Reliance Liquid Fund (March 1998)
Reliance Medium Term Fund (August 2000)
Reliance Short Term Fund (December 2002) 
Reliance Fixed Term Scheme (March 2003) 
Reliance Gilt Securities Fund (July 2003)
Reliance Monthly Income Plan (December 2003)
Reliance Pharma Fund (May 2004) 
Reliance Diversified Power Sector Fund (March 2004) 
Reliance Floating Rate Fund (August 2004) 
Reliance Media & Entertainment Fund (September 2004) 
Reliance NRI Income Fund (October 2004) 
Reliance NRI Equity Fund (October 2004) 
Reliance Equity Opportunities Fund (February 2005) 
Reliance Index Fund (February 2005) 
Reliance Fixed Maturity Fund – Series I (March 2005) 
Reliance Fixed Maturity Fund – Series II (April 2005) 
Reliance Regular Savings Fund (May 2005)
 Reliance Liquidity Fund (June 2005) 
Reliance Tax Saver (ELSS) Fund (July 2005) 
Reliance Fixed Tenor Fund (November 2005) 
Reliance Equity Fund (February 2006) 
Reliance Fixed Horizon Fund (April 2006) 
Reliance Fixed Horizon Fund I (August 2006) 
Reliance Fixed Horizon Fund II (November 2006) 
Reliance Long Term Equity Fund (November 2006)
 Reliance Fixed Horizon Fund III (March 2007)  
Reliance Money Manager Fund (March 2007) 
Reliance Interval Fund (March 2007) 
Reliance Equity Advantage Fund (June 2007)  
Reliance Fixed Horizon Fund IV (August 2007) 
Reliance Fixed Horizon Fund V (September 2007)  
Reliance Gold Exchange Traded Fund (October 2007) 
Reliance Equity Linked Saving Fund - Series I (December 2007)
Reliance Fixed Horizon Fund VI (December 2007)
Reliance Natural Resources Fund (January 2008) 
Reliance Fixed Horizon Fund VII (January 2008) 
Reliance Fixed Horizon Fund IX (March 2008)
Reliance Fixed Horizon Fund VIII (March 2008)
Reliance Banking Exchange Traded Fund (May 2008) 
Reliance Infrastructure Fund (June 2009)
Reliance Fixed Horizon Fund XI (October 2008)
Reliance Fixed Horizon Fund X (August 2008) 
Reliance Fixed Horizon Fund XIII (September 2009)
Reliance Fixed Horizon Fund XII (November 2008)
Reliance Fixed Horizon Fund XIV (February 2010)
Reliance Fixed Horizon Fund XV (April 2010) 
Reliance Dual Advantage Fixed Tenure Fund (May 2010) 
Reliance Small Cap Fund (September 2010)
 Reliance Fixed Horizon Fund XVI (September 2010)
Reliance Index Fund - Nifty Plan (October 2010) 
Reliance Index Fund - Sensex Plan (October 2010)
Reliance Arbitrage Advantage Fund (October 2010)

Address for Communication
Ahuja Towers, 2nd Floor, 42/15,
T.V. Swami Road (West),
Above Raymond Road,
R.S.Puram, Coimbatore – 641 002.


 
1.3 ABOUT THE STUDY

TAX SAVING FUND

Tax Saving Mutual Funds are highly preferred by the investors as they can enjoy the benefits of Section 88 (of the Income Tax Act). There are a range of parameters which should be followed by the investors who wish to invest in the tax saving mutual fund to ensure returns over a long period.
Tax Saving Mutual Funds are one of the most preferred areas for investments. This is mainly because the investors treat the tax saving funds at par with the regular diversified equity funds. 

They would just follow the same process while choosing a tax saving fund just as they would have done in case of equity fund. A proper study on the performance of the tax saving mutual fund for at least a period of three years or five years is essential for every investor to avoid unnecessary hassles that might pop up later on. The lock-in period for the fund is determined by the fund manager so that the investors cannot sell the stocks anytime they want as selling of stocks at wrong time, especially when the value of stocks lower down is quite inexpedient for the company.



TAX SAVING FUND IN INDIA

Tax Saving Funds in India are also known as equity-linked savings schemes. Tax Saving Funds in India provide tax rebates under Section 88 of the Income Tax Act. They are beneficial for those investors who want to benefit from the rebates that are given in taxes.
Tax Saving Funds in India offer to the investors rebates in taxes under the Income Tax Act, Section 88 and they are also known as equity-linked savings schemes. Tax Saving Funds in India usually have a period of lock- which is generally of three years. As a result of this, the manager of the fund is not concerned about factors such as the pressures of redemption, performance of the fund during a short time, and thus does his job by keeping in view the long term goal. The fund manager of the Tax Saving Funds in India invests the money in instruments that are related to equity.
Tax Saving Funds in India are suitable for those investors who want to increase their investments and also want to benefit from the rebates in taxes. The advantage of Tax Saving Funds in India is that they grant the investors an opportunity to make investments in an avenue that is market- linked and at the same time claim benefits in taxes. The dividends that are earned in Tax Saving Funds in India are tax free. 

MAJOR TAX SAVING FUND IN INDIA
· Franklin India Tax Shield
· HDFC Tax Saver
· Sundaram Tax Saver
· HDFC Long Term Advantage
· Prudential ICICI Tax Plan
· Birla Equity Plan
· UTI Equity Tax Savings
· Tata Tax Saving Fund
· Magnum Tax Gain

1.4 OBJECTIVES OF THE STUDY

· To evaluate and compare the performance of the selected tax saving funds in India during the period from January 1st 2010 to December 31st 2012
· To measure the risk and return of the selected tax saving funds.
· To study if the selected tax saving funds have outperformed when compared to BSE Sensex.


1.5 SCOPE OF THE STUDY

            During the past one and a half decade the Indian Mutual Fund industry has witnessed a major structural transformation and growth as a result of policy initiatives. For the purpose of participating in the stock market, the people who do have the time or perhaps the expertise to take direct investment decisions in equities successfully, the option they have is to entrust the hard earned money to the professionals who drive the mutual funds.
          As there lies a vague situation that looms large in the minds of the investors is upon whom an average investor should rely, or to distinguish better mutual fund from the other, from the investment point of view. Thus it becomes important to examine the performance of the industry in the changed environment.








1.6 LIMITATIONS OF THE STUDY

· The study is limited only to select Tax Saver Funds and therefore results cannot be generalized for other growth fund schemes.
· The study is conducted with the past Three year’s data only for measuring the performance of the various schemes.
· The past performance may or may not be sustained in future.
· The limitations of the tools used for study applies to the study as well.
· Only open-ended schemes were considered for analysis.

                                                     CHAPTER 2


REVIEW OF LITERATURE

                A literature review is a description of the literature relevant to a particular field or topic. It may be purely descriptive as in an annotated bibliography, or it may provide a critical assessment of a literature in a particular field, stating where the weakness & gaps are, contrasting the particular view of the author is for the raising questions. Such review will not just be a summery but will also evaluate and show relationships between different materials so that key teams emerge. Even a descriptive review however should not just list and paraphrase, but should add comment and bring out themes & trends.
	Various experts had given their researches based on various fields, their industries may differ but everyone had come with the more or less same conclusion , retaining the customer & acquiring more customers will be a very tough unless or otherwise they know the pulse of their customer.

Sebastian Krimm (2012)1 “The Sharpe ratio’s market climate bias: Theoretical and empirical evidence from US equity mutual funds”, this article analyses the impact of market climates on the Sharpe ratios (SRs) of funds. On the basis of a common factor model, we derive analytically how market climates impact the SR – taking into account the abilities of fund managers. This applies especially to the mean of the market returns during the evaluation period: The performance of funds with relatively high unsystematic risk is biased upwards in outstandingly negative market climates, and vice versa. Our empirical study of US equity mutual funds supports these theoretical insights. We show that the SR of poorly diversified funds is biased upwards in bear markets, and vice versa. Subsequently, we confirm that actual fund SRs depend on especially the mean excess returns of the market. Thus, the SR does not provide a meaningful assessment of fund performance, especially in extraordinary times. We therefore suggest using the ‘normalized’ Sharpe ratio in future empirical research, in order to avoid the bias of SRs and rankings due to market climate.

PawelRzezniczak, Laurens A. P. Swinkels (2008)2“Performance Evaluation of Polish Mutual Fund Managers”. They aim at evaluating the performance of mutual fund managers in one of the fastest growing financial markets in emerging Europe. They use well-known performance evaluation measures to investigate whether private investors in Poland have benefited from investing in mutual funds. Their analysis focuses on returns over the period 2000-2007 for three categories of mutual funds: (1) equity, (2), bond, and (3) balanced mutual funds. The results indicate that mutual funds in each of these three categories have positive, but insignificant selectivity skill, indicating that a private investor would not have been worse off by investing in mutual funds.

Eling M (2008)3 “Does the Measure Matter in the Mutual Fund Industry?” (2008) analyze and compare 11 different performance measures for a data set of mutual fund returns and conclude that all these Performance measures produce virtually identical rankings. He used the following measures: Sharpe Ratio (Sharpe, 1966), Omega Ratio (Shadwick and Keating, 2002), Sortino Ratio (Sortino and Van der Meer, 1991).

Goetzmann (2007)4 “Portfolio Performance Manipulation and Manipulation-proof Performance
Measures “present numerical simulations of manipulation strategies for several performance measures like Sharpe Ratio, Treynor Ratio, Appraisal Ratio, Sortino and Van der Meer Ratio (1991), Sortino, Van der Meer and Plantinga (1999) ratio, and the timing measures of Henriksson and Merton (1981), and Treynor and Mazuy (1966). Manipulations presented generate statistically and economically significant better portfolio scores even though an uninformed investor may have performance equal to that obtained by all of the simulated trades. Goetzmann et al. (2007) suggest that a manipulation-proof performance measure should have four properties: i) produce a single valued score with which to rank each subject; ii) score’s value should not depend on portfolio’s size; iii) an uninformed investor cannot expect to enhance his estimated score by deviating from the benchmark and at the same time informed investors should be able to produce higher scoring portfolios by using arbitrage; and iv) measure should be consistent with standard financial market equilibrium conditions. Therefore, they present the Manipulation-Proof Performance Measure (MPPM)

Rao D. N (2006)5 “Investment Styles and Performance of Equity Mutual Funds in India”, studied the financial performance of select open-ended equity mutual fund schemes for the period 1st April 2005 - 31st March 2006 pertaining to the two dominant investment styles and tested the hypothesis whether the differences in performance are statistically significant. The analysis indicated that growth plans have generated higher returns than that of dividend plans but at a higher risk studied classified the 419 open-ended equity mutual fund schemes into six distinct investment styles.

S. M. Aamir Shah & Syed TahirHijaz (2004)6 “Performance Evaluation of Mutual Funds in Pakistan” Pakistan mutual fund industry and also evaluates mutual fund performance using a survivorship bias controlled sample of funds.
RogérOtten , Dennis Bams (2004)7“How to Measure Mutual Fund Performance: Economic Versus Statistical Relevance”analyzed comprehensive assessment of existing mutual fund performance models is presented. Using a survivor-bias free database of all US mutual funds, they explore the added value of introducing extra variables such as size, book-to-market, momentum and a bond index. In addition to that they evaluate the use of introducing time-variation in betas and alpha.
Sapar& Narayan(2003)8 “Performance Evaluation of Indian Mutual Funds”, examines the performance of Indian mutual funds in a bear market through relative performance index, risk-return analysis, Treynor's ratio, Sharp's ratio, Sharp's measure, Jensen's measure, and Fama's measure with a sample of 269 open ended schemes (out of total schemes of 433). The results of performance measures suggest that most of the mutual fund schemes in the sample of 58 were able to satisfy investor's expectations by giving excess returns over expected returns based on both premium for systematic risk and total risk.
Andrew W. Lo, Economic Research (NBER) (2002)9 “TheStatistics of Sharpe Ratios” analyzed on how accurately is Sharpe ratios measured? To address this question, I derive explicit expressions for the statistical distribution of the Sharpe ratio using standard asymptotic theory under several sets of assumptions for the return-generating process--independently and identically distributed returns, stationary returns, and with time aggregation. I show that monthly Sharpe ratios cannot be annualized by multiplying by the square root of 12 except under very special circumstances, and I derive the correct method of conversion in the general case of stationary returns. In an illustrative empirical example of mutual funds and hedge funds, I find that the annual Sharpe ratio for a hedge fund can be overstated by as much as 65 percent because of the presence of serial correlation in monthly returns, and once this serial correlation is properly taken into account, the rankings of hedge funds based on Sharpe ratios can change dramatically.
Bijan Roy, SaiketSovan Deb (2001)10 ”The conditional performance of Indian mutual funds: an empirical study” conducted an empirical study on conditional performance of Indian mutual funds. This paper uses a technique called conditional performance evaluation on a sample of eighty-nine Indian mutual fund schemes .This paper measures the performance of various mutual funds with both unconditional and conditional form of CAPM, Treynor- Mazuy model and Henriksson-Merton model. The effect of incorporating lagged information variables into the evaluation of mutual fund managers’ performance is examined in the Indian context. The results suggest that the use of conditioning lagged information variables improves the performance of mutual fund schemes, causing alphas to shift towards right and reducing the number of negative timing coefficients.
Stanley B. Block, Dan W. French(2000)11 “The Effect of Portfolio Weighting on Investment Performance Evaluation:The Case of Actively Managed Mutual Funds” Portfolios of equity mutual funds tend to be equally weighted to a greater degree than they are value weighted according to metrics of fund weightedness developed in this paper. Measures of fund investment performance based solely on a single value-weighted or equally weighted benchmark may therefore not adequately identify significant excess performance. We propose a two-index model using both a value-weighted and an equally weighted index. Estimated models using a sample of 506 mutual funds show that the two-index model provides a better fit than the single-index model and identifies a larger set of funds with abnormal performance.

Michael C. Jensen (1967)12 “The Performance of Mutual Funds in the period 1945-1964”, derived a risk-adjusted measure of portfolio performance (Jensen’s alpha) that estimates how much a manager’s forecasting ability contributes to fund’s returns. 
Wayne E. Ferson, Rudi Schadt (1996)13 “Measuring Fund Strategy and Performance in Changing Economic Conditions”, analyzed the use of predetermined variables to represent public information and time-variation has produced new insights about asset pricing models, but the literature on mutual fund performance has not exploited these insights. This paper advocates conditional performance evaluation, in which the relevant expectations are conditioned on public information variables. The modification of several classical performance measures to this end, and find that the predetermined variables are both statistically and economically significant.












                                                          CHAPTER 3

RESEARCH METHODOLOGY
                 Research methodology is a way to solve the research problem systematically.  It is the science of studying how a research is done.

3.1 Research Design

           Descriptive Research is the type of research conducted here for the study.

3.2 Nature of Data
· The study has used Secondary data.
· The study analyses daily stock price of SENSEX (BSE) and NAV of the Tax Saving Funds.
· Data used in the study were collected from BSE website, NSE website and AMFI website.
· The yield to maturity of 91 days treasury bills is taken as risk free rate of return. The data for that is collected from the official website of Reserve Bank of India. 
· Microsoft Excel and SPSS are used for all the calculations.

3.3 Selected Mutual Fund Schemes
· Reliance Tax Saver (ELSS) Fund (G)
· Franklin India Tax Shield (G)
· ICICI Prudential Tax Plan (G)
· HDFC Tax Saver (ELSS) (G)
· DSP Black Rock Tax Saver Fund (G)
3.4 Period of the Study
The study is an attempt to analyze the performance of the major tax saving funds in India during the period 1/01/2010 to 31/12/2012

3.5 Tools Used for Data Analysis

· Sharpe Ratio
· Treynor Ratio
· Jensen Ratio

RETURNS:

Returns are the yield that an asset generates over a period of time. It is the percentage increase or decrease in the value of the investment over a period of time.  
The fund returns for each of the period were calculated as follows:
Current NAV – Previous NAV     x   100
Previous NAV
The BSE Sensex returns were calculated as follows:
Current Closing – Previous Closing    x 100
					Previous Closing

AVERAGE RETURNS:

Average return is the simple average of the returns generated by an asset. In this study daily average return of both the Sensex and the funds were calculated for each of the 32 periods.
Average returns of the BSE Sensex returns and the fund’s returns have been calculated with this formula: 

[image: \bar{x} = \frac{1}{n}\sum_{i=1}^n x_i  =  \frac{1}{n} (x_1+\cdots+x_n).]

Where, [image: \scriptstyle\overline{x}] = average return,
	n = number of weeks in the period,
	x1 – xn = return of the corresponding week

ABSOLUTE RETURNS:

After analyzing the average returns a clears no conclusion could be drawn hence absolute return were calculated to give a clearer indication of the returns generated. Absolute Returns refers to the returns that an asset achieves over a period of time. It measures the percentage appreciation or depreciation in the value of an asset over a certain time frame. 
The absolute returns of the BSE Sensex returns and the fund returns were calculated as follows:

Return of the last week – Return of the first week    x 100
Return of the first week
Absolute return measures the appreciation or fall in the fund’s performance as a percentage of the initial invested amount. These returns were compared to the benchmark index to in order to ascertain the extent to which the portfolio has outperformed / underperformed in relation to the index. Typically there should be a low correlation between the fund’s performance and the index (refer), as the fund is expected to outperform and deliver positive absolute return vis-à-vis index. 

STANDARD DEVIATION:

Standard Deviation is a tool which measures the variability of the data set. It is the square root of the square of the mean deviations from the arithmetic mean of a data series. It is calculated to measure the riskiness of a fund, stock or portfolio. Higher the standard deviation means higher the risk and higher the returns of the asset and a low standard deviation mans that the asset is less risky and will generate less returns.
The standard deviation of the fund returns and the BSE Sensex returns were calculated with the following formula:

[image: 
s = \sqrt{\frac{1}{N-1} \sum_{i=1}^N (x_i - \overline{x})^2}\,,
]

Where, s = 	Standard Deviation,
	N = 	number of weeks in the period,
	[image: \scriptstyle\overline{x}] = 	mean of the period,
	xi = 	return of the corresponding week.
Standard deviation which measures variability and extent of dispersion from data, expresses the volatility of the fund. It mainly indicates the risk associated with the given fund.

COEFFICIENT OF VARIANCE:
Coefficient of Variation is the percentage variation in mean, standard deviation being considered as the total variation in the mean. It is used to compare the variability of two or more series. The series of data for which the coefficient of variation is large indicates that the group is more variable and it is less stable or less uniform.
                        Coefficient of Variation Cv = Standard Deviation / Mean
CAGR:
Compound Annual Growth Rate is the average annual growth rate of an investment over a specified period of time.
CORRELATION:

It is a statistical measure of how find how two securities move in relation to each other. Correlations are used in advanced portfolio management.


BETA:
Beta of a fund is calculated with the following formula: 

[image: \beta_a = \frac {\mathrm{Cov}(r_a,r_p)}{\mathrm{Var}(r_p)}]
Where, βa = fund beta
	Cov (ra,rp) = covariance of the returns of the fund and the market,
	Varrp= variance of the market returns.

	
	
	
	

	
	
	
	

	
	
	
	


The beta of the portfolio expresses how the expected return of the mutual fund is correlated with the returns of the markets in the given period. 

	Value of Beta
	Interpretation

	β < 0
	Asset generally moves in the opposite direction as compared to the index

	β = 0
	Movement of the asset is uncorrelated with the movement of the benchmark

	0 < β < 1
	Movement of the asset is generally in the same direction as, but less than the movement of the benchmark

	β = 1
	Movement of the asset is generally in the same direction as, and about the same amount as the movement of the benchmark

	β > 1
	Movement of the asset is generally in the same direction as, but more than the movement of the benchmark



ALPHA:
Alpha is a risk-adjusted measure of the so-called active return on an investment. It is the return in excess of the compensation for the risk borne, and thus commonly used to assess active' performances. Often, the return of a benchmark is subtracted in order to consider relative performance, which yields Jensen's alpha.
The alpha coefficient ([image: \alpha_i]) is a parameter in the capital asset pricing model (CAPM). It is the intercept of the security characteristic line (SCL), that is, the coefficient of the constant in a market model regression.


[image: \mathrm{SCL} : R_{i,t} - R_{f} = \alpha_i + \beta_i\,  ( R_{M,t} - R_{f} ) + \epsilon_{i,t} \frac{}{}]


It can be shown that in an efficient market, the expected value of the alpha coefficient is zero. Therefore the alpha coefficient indicates how an investment has performed after accounting for the risk it involved:
1. [image: \alpha_i < 0 ]: The investment has earned too little for its risk (or, was too risky for the return)
1. [image: \alpha_i = 0 ]: The investment has earned a return adequate for the risk taken
1. [image: \alpha_i > 0 ]: The investment has a return in excess of the reward for the assumed risk.

SHARPE RATIO:
This ratio measures the return earned in excess of the risk free rate (normally Treasury instruments) on a portfolio to the portfolio's total risk as measured by the standard deviation in its returns over the measurement period. Or how much better did you do for the risk assumed. 

S = Return portfolio- Return of Risk free investment
Standard Deviation of Portfolio 

TREYNOR RATIO
This ratio is similar to the above except it uses beta instead of standard deviation. It's also known as the Reward to Volatility Ratio, it is the ratio of a fund's average excess return to the fund's beta. It measures the returns earned in excess of those that could have been earned on a riskless investment per unit of market risk assumed. 


T = Return of Portfolio - Return of Risk Free Investment
Beta of Portfolio 

JENSEN'S ALPHA
This is the difference between a fund's actual return and those that could have been made on a benchmark portfolio with the same risk- i.e. beta. It measures the ability of active management to increase returns above those that are purely a reward for bearing market risk. Caveats apply however since it will only produce meaningful results if it is used to compare two portfolios which have similar betas.
Jensen's alpha = Portfolio Return − [Risk Free Rate + Portfolio Beta * (Market Return − Risk Free Rate)]
CHAPTER 4
DATA ANALYSIS AND INTERPRETATION
	
In this chapter researcher has analyzed the movement, growth, risk and the performance of equity mutual fund scheme individually. The researcher has given the analysis in the form of tables and charts. 

An analysis has been made to know the performance of all the existing reliance equity mutual fund schemes during the study period 2008-2010 is a median attempt as for as the study area and the inception are consider. More specially, though there is larger number of the study carried out on similar lines, as for as the researcher knowledge concern there is the little empirical evidence on the market performance schemes selected.

The conclusions that are to be provided based on the analysis of the data would be of immense used to the investors to understand the responsiveness of market price of mutual funds to differentiation on the other


















TABLE 1.1

Reliance Tax Saver (ELSS) Fund (G) – Quarterly Growth



	[bookmark: RANGE!C3]Year
	Quarter
	NAV
	   Return
	  CAGR

	2010
	I
	18.13818
	0.033785
	 

	 
	II
	19.08282
	0.098474
	 

	 
	III
	21.44496
	0.244282
	 

	 
	IV
	22.8011
	-0.06134
	 

	2011
	I
	20.09979
	0.08831
	 

	 
	II
	20.97543
	-0.00526
	73.48%

	 
	III
	20.29452
	-0.12808
	 

	 
	IV
	18.42227
	-0.22621
	 

	2012
	I
	19.97282
	0.393936
	 

	 
	II
	20.8772
	-0.00838
	 

	 
	III
	21.59555
	0.155932
	 

	 
	IV
	23.64407
	0.101677
	 





It is inferred from the above table that the return of the fund in all the quarters during the study period was positive except for 4th quarter of 2010, 2nd, 3rd& 4th quarter of 2011 and 2nd quarter of 2012. The return includes both income and capital gain from the investment.
The overall CAGR during the study period 2010 – 2012 is 73.48%.





CHART 1.1

Reliance Tax Saver (ELSS) Fund (G) – Quarterly Growth



 (
2012
) (
2010
) (
2011
)

	














TABLE 1.2

Franklin India Tax Shield (G) – Quarterly Growth

	Year
	Quarter
	NAV
	   Return
	  CAGR

	2010
	I
	178.710265
	2.120151
	 

	 
	II
	185.9801147
	4.067953045
	 

	 
	III
	201.4253533
	8.304779624
	 

	 
	IV
	218.0918613
	8.274285101
	 

	2011
	I
	203.6065926
	-6.641819931
	 

	 
	II
	209.8236044
	3.05344325
	89.14%

	 
	III
	204.6836825
	-2.449639473
	 

	 
	IV
	197.6692561
	-3.426959268
	 

	2012
	I
	205.47956
	3.951198099
	 

	 
	II
	205.331084
	-0.072258282
	 

	 
	III
	214.913718
	4.666918332
	 

	 
	IV
	231.214167
	7.584647993
	 






It is inferred from the above table that the return of the fund in all the quarters during the study period was positive except for 1st, 2nd& 3rd quarter of 2011 and 2nd quarter of 2012. The return includes both income and capital gain from the investment.
The overall CAGR during the study period 2010 – 2012 is 89.14 %.






CHART 1.2

Franklin India Tax Shield (G) – Quarterly Growth
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TABLE 1.3

ICICI Prudential Tax Plan (G) –Quarterly Growth

	Year
	Quarter
	NAV
	   Return
	  CAGR

	2010
	I
	122.6347
	2.195583
	 

	 
	II
	128.2476
	4.576926
	 

	 
	III
	139.1671
	8.514389
	 

	 
	IV
	149.7067
	7.573342
	 

	2011
	I
	137.5476
	-8.12195
	 

	 
	II
	140.2856
	1.990584
	102.97%

	 
	III
	133.9332
	-4.52819
	 

	 
	IV
	124.6881
	-6.90277
	 

	2012
	I
	131.6792
	5.60687
	 

	 
	II
	131.2997
	-0.2882
	 

	 
	III
	138.9627
	5.836266
	 

	 
	IV
	151.5325
	9.045449
	 



It is inferred from the above table that the return of the fund in all the quarters during the study period was positive except for 1st, 3rd& 4th quarter of 2011 and 2nd quarter of 2012. The return includes both income and capital gain from the investment.
The overall CAGR during the study period 2010 – 2012 is 102.97 %.








CHART 1.3

ICICI Prudential Tax Plan (G) –Quarterly Growth
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TABLE 1.4

HDFC Tax Saver (ELSS) (G) –Quarterly Growth

	Year
	Quarter
	NAV
	   Return
	  CAGR

	2010
	I
	197.3512
	0.102054
	 

	 
	II
	208.8818
	0.161185
	 

	 
	III
	232.1937
	0.025497
	 

	 
	IV
	250.0249
	-0.1229
	 

	2011
	I
	227.3736
	0.042314
	 

	 
	II
	231.4054
	0.026573
	-0.71%

	 
	III
	222.1852
	-0.18546
	 

	 
	IV
	204.3748
	-0.12371
	 

	2012
	I
	215.4727
	0.246515
	 

	 
	II
	217.0016
	-0.03404
	 

	 
	III
	217.0413
	0.08913
	 

	 
	IV
	234.0187
	0.100608
	 



It is inferred from the above table that the return of the fund in all the quarters during the study period was positive except for 4th quarter of 2010, 3rd& 4th quarter of 2011 and 2ndquarter of 2012. The return includes both income and capital gain from the investment.
The overall CAGR during the study period 2010 – 2012 is -0.71%.







CHART 1.4

HDFC Tax Saver (ELSS) (G) –Quarterly Growth
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TABLE 1.5

DSP BlackRock Tax Saver Fund (G) -Quarterly Growth

	Year
	Quarter
	NAV
	  Return
	 CAGR

	2010
	I
	14.99176
	0.078183
	 

	 
	II
	15.97077
	0.105273
	 

	 
	III
	17.49618
	0.190256
	 

	 
	IV
	18.61479
	-0.00628
	 

	2011
	I
	16.59184
	-0.13322
	 

	 
	II
	16.74829
	-0.00885
	39.48%

	 
	III
	15.81825
	-0.18483
	 

	 
	IV
	14.50243
	-0.1584
	 

	2012
	I
	15.24577
	0.323787
	 

	 
	II
	15.47856
	0.017589
	 

	 
	III
	16.33623
	0.15729
	 

	 
	IV
	17.82371
	0.152093
	 






It is inferred from the above table that the return of the fund in all the quarters during the study period was positive except for 1st quarter of 2010 and 2nd, 3rd& 4th quarter of 2011. The return includes both income and capital gain from the investment.
The overall CAGR during the study period 2010 – 2012 is 39.48%.







CHART 1.5

DSP BlackRock Tax Saver Fund (G) –Quarterly Growth
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MEAN

An average is a single value selected from a group of values represent from them in a same way value which is supported for whole group, of which is a part, as typical of all the values in the group .
MEAN = EX / N


TABLE 2.1
Mean, S.D, Co efficiency of variance of Reliance Tax Saver (ELSS) Fund (G)

	Year
	2010
	2011
	2012

	Mean
	20.366765
	19.9480025
	21.52241

	S.D
	2.137257
	1.084217191
	1.56251

	Co efficiency of variance
	0.104938462
	0.054352
	0.072599



It is inferred from the above table that the average NAV has shown a decreasing trend during 2011 and again increased during 2012 (i.e.) average NAV has decreased from 20.37 to 19.95 during 2011 and again increased to 21.52 during 2012.
The Standard Deviation ranges between 1 to 2.13 during the study period. Standard Deviation is high in 2010 which means risk is high but then returns are also relatively high in 2010.

The Co efficiency of variance ranges between 0.05 to 0.10 during the study period. Higher the Co efficiency of variance higher is the risk. The Co efficiency of variance is high in 2010 which indicates risk is high but relatively return is also high during 2010.


TABLE 2.2

Mean, S.D, Co efficiency of variance of Franklin India Tax Shield (G)


	Year
	2010
	2011
	2012

	Mean
	196.051925
	203.9458
	214.48465

	S.D
	17.48149
	4.986753
	12.17498

	Co efficiency of variance
	0.089167653
	0.02445136
	0.05676388




It is inferred from the above table that the average NAV has shown an increasing trend during the study period (i.e.) average NAV has increased from 196.05 to 214.48 during 2010-2012.
The Standard Deviation ranges between 5 to 17.5 during the study period. Standard Deviation is high in 2010 which means risk is high but then returns are also relatively high in 2010.

The Co efficiency of variance ranges between 0.02 to 0.08 during the study period. Higher the Co efficiency of variance higher is the risk. The Co efficiency of variance is high in 2011 which indicates risk is high but relatively return is also high during 2011.





TABLE 2.3

Mean, S.D, Co efficiency of variance of ICICI Prudential Tax Plan (G)

	Year
	2010
	2011
	2012

	Mean
	134.939
	134.1136
	138.3685

	S.D
	12.00184
	6.800944
	9.457953

	Co efficiency of variance
	0.088942707
	0.05071032
	0.06835337




It is inferred from the above table that the average NAV has shown an increasing trend during the study period (i.e.) average NAV has increased from 134.9 to 138.3 during 2010-2012.
The Standard Deviation ranges between 6.8 to 12 during the study period. Standard Deviation is high in 2010 which means risk is high but then returns are also relatively high in 2010.

The Co efficiency of variance ranges between 0.05 to 0.08 during the study period. Higher the Co efficiency of variance higher is the risk. The Co efficiency of variance is high in 2011 which indicates risk is high but relatively return is also high during 2011.






TABLE 2.4

Mean, S.D, Co efficiency of variance of HDFC Tax Saver (ELSS) (G)

	Year
	2010
	2011
	2012

	Mean
	222.1129
	221.3348
	220.8836

	S.D
	23.58606
	11.91986
	8.787148

	Co efficiency of variance
	0.10618951
	0.05385
	0.03978



It is inferred from the above table that the average NAV has shown a decreasing trend during the study period (i.e.) average NAV has increased from 222.11 to 220.88 during 2010-2012.
The Standard Deviation ranges between 8.7to 23.5 during the study period. Standard Deviation is high in 2010 which means risk is high but then returns are also relatively high in 2010.

The Co efficiency of variance ranges between 0.03 to 0.10 during the study period. Higher the Co efficiency of variance higher is the risk. The Co efficiency of variance is high in 2010 which indicates risk is high but relatively return is also high during 2010.







TABLE 2.5

Mean, S.D, Co efficiency of variance of DSP BlackRock Tax Saver Fund (G)

	Year
	2010
	2011
	2012

	Mean
	16.76838
	15.9152
	16.22107

	S.D
	1.605354
	1.025865
	1.166797

	Co efficiency of variance
	0.095736976
	0.06445819
	0.07193095




It is inferred from the above table that the average NAV has shown a decreasing trend during the study period (i.e.) average NAV has increased from 16.76 to 16.22 during 2010-2012.
The Standard Deviation ranges between 1.02 to 1.60 during the study period. Standard Deviation is high in 2010 which means risk is high but then returns are also relatively high in 2010.

The Co efficiency of variance ranges between 0.06 to 0.19 during the study period. Higher the Co efficiency of variance higher is the risk. The Co efficiency of variance is high in 2010 which indicates risk is high but relatively return is also high during 2010.






TABLE 3.1
Quarterly based performance of Reliance Tax Saver (ELSS) Fund (G) with relation to BSE index

	Year
	Quarter
	NAV
	NAV Return
	BSE Return
	Correlation

	 2010
	I
	18.1382
	0.033785
	-0.01094
	 

	
	II
	19.0828
	0.098474
	0.022699
	0.78393464

	 
	III
	21.445
	0.244282
	0.195849
	 

	 
	IV
	22.8011
	-0.06134
	0.040325
	 

	 2011
	I
	20.0998
	0.08831
	-0.07876
	 

	
	II
	20.9754
	-0.00526
	-0.04511
	0.43821172

	 
	III
	20.2945
	-0.12808
	-0.20566
	 

	 
	IV
	18.4223
	-0.22621
	-0.09664
	 

	 2012
	I
	19.9728
	0.393936
	0.198232
	 

	
	II
	20.8772
	-0.00838
	0.00735
	0.97482643

	 
	III
	21.5956
	0.155932
	0.122155
	 

	 
	IV
	23.6441
	0.101677
	0.060096
	 



It is inferred from the above table that the performance of the fund is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.4382 to 0.9741 during the study period which indicates positive strong relationship between BSE return and fund return .A positive correlation indicates positive association.

Here it is clear that the fund’s performance is positively directly correlated with BSE return Hence in bull market when the BSE Sensex goes up, the fund’s NAV will be higher and vice versa.
TABLE 3.2
Quarterly based performance of Franklin India Tax Shield (G) with relation to BSE index

	Year
	Quarter
	NAV
	NAV Return
	BSE Return
	Correlation

	2010
	I
	178.7103
	2.120151
	-0.01094
	 

	 
	II
	185.9801
	4.067953
	0.022699
	0.723689744

	 
	III
	201.4254
	8.30478
	0.195849
	 

	 
	IV
	218.0919
	8.274285
	0.040325
	 

	2011
	I
	203.6066
	-6.64182
	-0.07876
	 

	 
	II
	209.8236
	3.053443
	-0.04511
	0.252244291

	 
	III
	204.6837
	-2.44964
	-0.20566
	 

	 
	IV
	197.6693
	-3.42696
	-0.09664
	 

	2012
	I
	205.4796
	3.951198
	0.198232
	 

	 
	II
	205.3311
	-0.07226
	0.00735
	0.314283197

	 
	III
	214.9137
	4.666918
	0.122155
	 

	 
	IV
	231.2142
	7.584648
	0.060096
	 



It is inferred from the above table that the performance of the fund is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.2522 to 0.7236 during the study period which indicates positive strong relationship between BSE return and fund return .A positive correlation indicates positive association.

Here it is clear that the fund’s performance is positively directly correlated with BSE return Hence in bull market when the BSE Sensex goes up, the fund’s NAV will be higher and vice versa.

TABLE 3.3
Quarterly based performance of ICICI Prudential Tax Plan (G)with relation to BSE index

	Year
	Quarter
	NAV
	NAV Return
	BSE Return
	Correlation

	2010
	I
	122.6347
	2.195583
	-0.01094
	 

	 
	II
	128.2476
	4.576926
	0.022699
	0.8007551

	 
	III
	139.1671
	8.514389
	0.195849
	 

	 
	IV
	149.7067
	7.573342
	0.040325
	 

	2011
	I
	137.5476
	-8.12195
	-0.07876
	 

	 
	II
	140.2856
	1.990584
	-0.04511
	0.29503509

	 
	III
	133.9332
	-4.52819
	-0.20566
	 

	 
	IV
	124.6881
	-6.90277
	-0.09664
	 

	2012
	I
	131.6792
	5.60687
	0.198232
	 

	 
	II
	131.2997
	-0.2882
	0.00735
	0.4245051

	 
	III
	138.9627
	5.836266
	0.122155
	 

	 
	IV
	151.5325
	9.045449
	0.060096
	 



It is inferred from the above table that the performance of the fund is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.2950 to 0.8 during the study period which indicates positive strong relationship between BSE return and fund return .A positive correlation indicates positive association.

Here it is clear that the fund’s performance is positively directly correlated with BSE return Hence in bull market when the BSE Sensex goes up, the fund’s NAV will be higher and vice versa.

TABLE 3.4
Quarterly based performance of HDFC Tax Saver (ELSS) (G) with relation to BSE index
	Year
	Quarter
	NAV
	NAV Return
	BSE Return
	Correlation

	2010
	I
	197.3512
	0.102054
	-0.01094
	 

	 
	II
	197.6693
	0.161185
	0.022699
	-0.2277108

	 
	III
	197.7197
	0.025497
	0.195849
	 

	 
	IV
	197.4767
	-0.1229
	0.040325
	 

	2011
	I
	225.8259
	14.35572
	-0.07876
	 

	 
	II
	225.6441
	-0.0805
	-0.04511
	0.25815505

	 
	III
	225.6441
	0
	-0.20566
	 

	 
	IV
	224.8037
	-0.37244
	-0.09664
	 

	2012
	I
	215.4727
	-4.15073
	0.198232
	 

	 
	II
	215.6879
	0.099873
	0.00735
	-0.80891778

	 
	III
	216.1436
	0.211277
	0.122155
	 

	 
	IV
	216.4689
	0.150502
	0.060096
	 



It is inferred from the above table that the performance of the fund is negatively correlated with BSE return during the year 2010 & 2012.Correlation values ranges between 0.25 to -0.80 during the study period which indicates a negative relationship between BSE return and fund return .A negative correlation indicates negative association.





TABLE 3.5
Quarterly based performance of DSP BlackRock Tax Saver Fund (G)with relation to BSE index
	Year
	Quarter
	NAV
	NAV Return
	BSE Return
	Correlation

	2010
	I
	14.99176
	0.078183
	-0.01094
	 

	 
	II
	15.97077
	0.105273
	0.022699
	0.7073355

	 
	III
	17.49618
	0.190256
	0.195849
	 

	 
	IV
	18.61479
	-0.00628
	0.040325
	 

	2011
	I
	16.59184
	-0.13322
	-0.07876
	 

	 
	II
	16.74829
	-0.00885
	-0.04511
	0.77072188

	 
	III
	15.81825
	-0.18483
	-0.20566
	 

	 
	IV
	14.50243
	-0.1584
	-0.09664
	 

	2012
	I
	15.24577
	0.323787
	0.198232
	 

	 
	II
	15.47856
	0.017589
	0.00735
	0.95634351

	 
	III
	16.33623
	0.15729
	0.122155
	 

	 
	IV
	17.82371
	0.152093
	0.060096
	 



It is inferred from the above table that the performance of the fund is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.70 to 0.95 during the study period which indicates positive strong relationship between BSE return and fund return .A positive correlation indicates positive association.

Here it is clear that the fund’s performance is positively directly correlated with BSE return Hence in bull market when the BSE Sensex goes up, the fund’s NAV will be higher and vice versa.


TABLE 4.1

Sharpe ratio, Treynor ratio &Jensen ratio for Reliance Tax Saver Fund (G)



	Year
	Average Portfolio Return
	Average Sensex Return
	Risk Free Rate
	Beta
	Standard Deviation
	Sharpe Ratio
	Treynor Ratio
	Jensen Ratio

	2010
	0.0788
	0.061983
	0.07896
	0.822687
	0.12837
	-0.00124
	-0.00019
	0.01380676

	2011
	-0.06781
	-0.10654
	0.07896
	0.652395
	0.137851
	-1.0647
	-0.22497
	-0.0257507

	2012
	0.160791
	0.096958
	0.07896
	1.509904
	0.169797
	0.481934
	0.054196
	0.05465575




Sharpe ratio is used to evaluate the performance of mutual fund using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the fund’s historical risk-adjusted performance .It is inferred from the above table that Sharpe ratio of the fund is positive during 2012 and negative during 2010 & 2011. Negative Sharpe indicates that a risk less asset would perform better than the security being analyzed.

Treynor Ratio is a risk – adjusted measure of return based on systematic risk. The higher the treynor ratio, the better the performance of fund under analysis .This ratio is useful for assessing the excess return from each unit of systematic risk. It is inferred from the table above that treynor ratio is negative during 2010 & 2012 and positive during 2011. 

Jensen’s alpha means that the investor can increase his excepted utility by investing atleast a small amount in the fund .The higher the Jensen’s alpha the higher the  performance of the fund. The Jensen’s alpha is positive during 2010 & 2012 and negative during 2011.



TABLE 4.2


Sharpe ratio, Treynor ratio & Jensen ratio for Franklin India Tax Shield (G)


	Year
	Average Portfolio Return
	Average Sensex Return
	Risk Free Rate
	Beta
	Standard Deviation
	Sharpe Ratio
	Treynor Ratio
	Jensen Ratio

	2010
	5.691792
	0.061983
	0.07896
	18.35941
	3.325988
	1.687568
	0.30572
	5.9245197

	2011
	-2.36624
	-0.10654
	0.07896
	10.98555
	4.032602
	-0.606358
	-0.22258
	-0.4073805

	2012
	4.032627
	0.096958
	0.07896
	9.047154
	3.15573
	1.252853
	0.437007
	3.79083632





Sharpe ratio is used to evaluate the performance of mutual fund using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the fund’s historical risk-adjusted performance .It is inferred from the above table that Sharpe ratio of the fund is positive during 2010 & 2012 and negative during 2011. Negative Sharpe indicates that a risk less asset would perform better than the security being analyzed.

Treynor Ratio is a risk – adjusted measure of return based on systematic risk. The higher the treynor ratio, the better the performance of fund under analysis .This ratio is useful for assessing the excess return from each unit of systematic risk. It is inferred from the table above that treynor ratio is positive during 2010 & 2012 and negative during 2011. 

Jensen’s alpha means that the investor can increase his excepted utility by investing atleast a small amount in the fund .The higher the Jensen’s alpha the higher the  performance of the fund. The Jensen’s alpha is positive during 2010 & 2012 and negative during 2011.




TABLE 4.3

Sharpe ratio, Treynor ratio & Jensen ratio for ICICI Prudential Tax Plan (G)

	Year
	Average Portfolio Return
	Average Sensex Return
	Risk Free Rate
	Beta
	Standard Deviation
	Sharpe Ratio
	Treynor Ratio
	Jensen Ratio

	2010
	0.0788
	0.061983
	0.07896
	0.822687
	0.12837
	-0.00124
	-0.00019
	0.01380676

	2011
	-0.06781
	-0.10654
	0.07896
	0.652395
	0.137851
	-1.0647
	-0.22497
	-0.0257507

	2012
	0.160791
	0.096958
	0.07896
	1.509904
	0.169797
	0.481934
	0.054196
	0.05465575




Sharpe ratio is used to evaluate the performance of mutual fund using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the fund’s historical risk-adjusted performance .It is inferred from the above table that Sharpe ratio of the fund is positive during 2012 and negative during 2010 & 2011. Negative Sharpe indicates that a risk less asset would perform better than the security being analyzed.

Treynor Ratio is a risk – adjusted measure of return based on systematic risk. The higher the treynor ratio, the better the performance of fund under analysis .This ratio is useful for assessing the excess return from each unit of systematic risk. It is inferred from the table above that treynor ratio is positive during 2012 and negative during 2010 & 2011. 

Jensen’s alpha means that the investor can increase his excepted utility by investing atleast a small amount in the fund .The higher the Jensen’s alpha the higher the  performance of the fund. The Jensen’s alpha is positive during 2010 & 2012 and negative during 2011.





TABLE 4.4

Sharpe ratio, Treynor ratio & Jensen ratio for HDFC Tax Saver (ELSS) (G)

	Year
	Average Portfolio Return
	Average Sensex Return
	Risk Free Rate
	Beta
	Standard Deviation
	Sharpe Ratio
	Treynor Ratio
	Jensen Ratio

	2010
	0.041459
	0.06198
	0.07896
	-0.2286
	0.122848
	-0.30526
	0.163982
	-0.04138

	2011
	-0.06007
	-0.1065
	0.07896
	1.03497
	0.112195
	-1.23918
	-0.13433
	0.052958

	2012
	0.100553
	0.09695
	0.07896
	0.982
	0.11482
	0.18806
	0.021989
	0.003918



Sharpe ratio is used to evaluate the performance of mutual fund using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the fund’s historical risk-adjusted performance .It is inferred from the above table that Sharpe ratio of the fund is positive during 2012 and negative during 2010 & 2011. Negative Sharpe indicates that a risk less asset would perform better than the security being analyzed.

Treynor Ratio is a risk – adjusted measure of return based on systematic risk. The higher the treynor ratio, the better the performance of fund under analysis .This ratio is useful for assessing the excess return from each unit of systematic risk. It is inferred from the table above that treynor ratio is positive during 2010 & 2012 and negative during 2011. 

Jensen’s alpha means that the investor can increase his excepted utility by investing atleast a small amount in the fund .The higher the Jensen’s alpha the higher the  performance of the fund. The Jensen’s alpha is positive during 2011 & 2012 and negative during 2010.




TABLE 4.5
[bookmark: _GoBack]
Sharpe ratio, Treynor ratio & Jensen ratio for DSP BlackRock Tax Saver Fund (G)

	Year
	Average Portfolio Return
	Average Sensex Return
	Risk Free Rate
	Beta
	Standard Deviation
	Sharpe Ratio
	Treynor Ratio
	Jensen Ratio

	2010
	0.091858
	0.061983
	0.07896
	0.468349
	0.080994
	0.159246
	0.027539
	0.02084916

	2011
	-0.12133
	-0.10654
	0.07896
	0.64831
	0.077888
	-2.57151
	-0.30894
	-0.0800285

	2012
	0.16269
	0.096958
	0.07896
	1.093644
	0.125363
	0.6679
	0.076561
	0.0640466



Sharpe ratio is used to evaluate the performance of mutual fund using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the fund’s historical risk-adjusted performance .It is inferred from the above table that Sharpe ratio of the fund is positive during 2010 & 2012 and negative during 2011. Negative Sharpe indicates that a risk less asset would perform better than the security being analyzed.

Treynor Ratio is a risk – adjusted measure of return based on systematic risk. The higher the treynor ratio, the better the performance of fund under analysis .This ratio is useful for assessing the excess return from each unit of systematic risk. It is inferred from the table above that treynor ratio is positive during 2010 & 2012 and negative during 2011. 

Jensen’s alpha means that the investor can increase his excepted utility by investing atleast a small amount in the fund .The higher the Jensen’s alpha the higher the  performance of the fund. The Jensen’s alpha is positive during 2010 & 2012 and negative during 2011.





TABLE 5.1

Performance Analysis of Tax Saver Funds for the year 2010



	FUND
	Sharpe Ratio
	Rank
	Treynor Ratio
	Rank
	Jensen ratio
	Rank

	Reliance Tax Saver (ELSS) Fund
	-0.001246397
	4
	-0.00019
	5
	0.013806757
	4

	Franklin India Tax Shield
	1.687568326
	2
	0.30572
	1
	5.924519704
	2

	ICICI Prudential Tax Plan
	1.953515069
	1
	0.29842
	2
	5.956735941
	1

	HDFC Tax Saver (ELSS)
	-0.305263415
	5
	0.163982
	3
	-0.04138347
	5

	DSP BlackRock Tax Saver Fund
	0.159246364
	3
	0.027539
	4
	0.020849161
	3




It is inferred from the above table that the volatility of the ICICI Prudential Tax Plan during 2010 is better than other funds as its Sharpe Ratio is 1.95 i.e. it produces excess return per unit of risk taken up by the fund. Franklin India Tax shield has a better volatility ratio of 0.30. ICICI Prudential Tax Plan has a good Jensen’s alpha of 5.95.
















TABLE 5.2

Performance Analysis of Tax SaverFunds for the year 2011


	FUND
	Sharpe Ratio
	Rank
	TreynorRatio
	Rank
	Jensen Ratio
	Rank

	Reliance Tax Saver (ELSS) Fund
	-1.064700292
	3
	-0.22497
	3
	-0.02575072
	2

	Franklin India Tax Shield
	-0.60635788
	1
	-0.22258
	2
	-0.40738047
	4

	ICICI Prudential Tax Plan
	-1.239181782
	4
	-0.13433
	1
	0.052958234
	1

	HDFC Tax Saver (ELSS)
	-0.991417918
	2
	-0.31115
	5
	-1.80489742
	5

	DSP BlackRock Tax Saver Fund
	-2.571512942
	5
	-0.30894
	4
	-0.08002849
	3






It is inferred from the above table that the volatility of Franklin India Tax shield is better than other funds as its Sharpe Ratio is -0.60 i.e. it produces excess return per unit of risk taken up by the fund. ICICI Prudential Tax Plan has a better volatility ratio of -0.13. ICICI Prudential Tax Plan has a good Jensen’s alpha of 0.05.


















TABLE 5.3

Performance Analysis of Tax SaverFunds for the year 2012


	FUND
	Sharpe Ratio
	Rank
	TreynorRatio
	Rank
	Jensen Ratio
	Rank

	Reliance Tax Saver (ELSS) Fund
	0.48193431
	4
	0.054196
	4
	0.054655748
	4

	Franklin India Tax Shield
	1.252853381
	2
	0.437007
	1
	3.790836322
	2

	ICICI Prudential Tax Plan
	1.278039355
	1
	0.330043
	2
	4.700048504
	1

	HDFC Tax Saver (ELSS)
	0.188059572
	5
	0.021989
	5
	0.003918964
	5

	DSP BlackRock Tax Saver Fund
	0.667900417
	3
	0.076561
	3
	0.064046595
	3





It is inferred from the above table that the volatility of ICICI Prudential Tax Plan is better than other funds as its Sharpe Ratio is 1.27i.e. it produces excess return per unit of risk taken up by the fund. Franklin India Tax shield has a better volatility ratio of 0.43. ICICI Prudential Tax Plan has a good Jensen’s alpha of 4.70.













Table 6

Overall Performance of Tax SaverFunds for the period 2010 – 2012


	FUND
	Sharpe Ratio
	Rank
	TreynorRatio
	Rank
	Jensen’s Ratio
	Rank

	Reliance Tax Saver (ELSS) Fund
	-0.19467
	3
	-0.05699
	4
	0.014237
	4

	Franklin India Tax Shield
	0.778021
	1
	0.173382
	1
	3.102659
	2

	ICICI Prudential Tax Plan
	0.664124
	2
	0.164711
	2
	3.569914
	1

	HDFC Tax Saver (ELSS)
	-0.36954
	4
	-0.04173
	3
	-0.61412
	5

	DSP BlackRock Tax Saver Fund
	-0.58146
	5
	-0.06828
	5
	0.001622
	3




It is inferred from the above table that the overall volatility during the period January 2010 to December 2012 of Franklin India Tax Shield is better than other funds as its Sharpe Ratio is 0.77 i.e. it produces excess return per unit of risk taken up by the fund.  

The volatility ratio of Franklin India Tax shield is better than other funds as its Treynor Ratio is 0.17.

ICICI Prudential Tax Plan has a good Jensen’s alpha of 4.70.








CHAPTER 5

5.1 FINDINGS

· The overall CAGR for Reliance Tax Saver (ELSS) Fund (G) during the study period 2010 – 2012 is 73.48%.
· The overall CAGR for Franklin India Tax Shield (G) during the study period 2010 – 2012 is 89.14%.
· The overall CAGR for ICICI Prudential Tax Plan (G) during the study period 2010 – 2012 is 102.97%.
· The overall CAGR for HDFC Tax Saver (ELSS) (G) during the study period 2010 – 2012 is -0.71%.
· The overall CAGR for DSP Black Rock Tax Saver Fund (G) during the study period 2010 – 2012 is 39.48%.
· The average NAV of Reliance Tax Saver (ELSS) Fund (G) has shown a decreasing trend during 2011 and again increased during 2012 (i.e.) average NAV has decreased from 20.37 to 19.95 during 2011 and again increased to 21.52 during 2012.
· The average NAV of Franklin India Tax Shield (G) has shown an increasing trend during the study period (i.e.) average NAV has increased from 196.05 to 214.48 during 2010-2012.
· The average NAV of ICICI Prudential Tax Plan (G) has shown an increasing trend during the study period (i.e.) average NAV has increased from 134.9 to 138.3 during 2010-2012.
· The average NAV of HDFC Tax Saver (ELSS) (G) has shown a decreasing trend during the study period (i.e.) average NAV has increased from 222.11 to 220.88 during 2010-2012.
· The average NAV of DSP Black Rock Tax Saver Fund (G) has shown a decreasing trend during the study period (i.e.) average NAV has increased from 16.76 to 16.22 during 2010-2012.
· That the performance of Reliance equity opportunity fund is positively correlated with BSE return during the year 2008 to 2010.Correlation values ranges between 0.9742 to 0.9771 during the study period.
· The performance of Reliance Tax Saver (ELSS) Fund (G) is positively correlated with BSE return during the year 2010 to 2012. Correlation values ranges between 0.4382 to 0.9741 during the study period.
· The performance of Franklin India Tax Shield (G) is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.2522 to 0.7236 during the study period.
· The performance of ICICI Prudential Tax Plan (G) is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.2950 to 0.8 during the study period.
· The performance of HDFC Tax Saver (ELSS) (G) is negatively correlated with BSE return during the year 2010 & 2012.Correlation values ranges between 0.25 to -0.80 during the study period.
· The performance of DSP Black Rock Tax Saver Fund (G) is positively correlated with BSE return during the year 2010 to 2012.Correlation values ranges between 0.70 to 0.95 during the study period.
· The Sharpe ratio of Reliance equity opportunity fund (growth) is very high during the I quarter of 2009 and very low during the II quarter of 2009.
· The Sharpe ratio of Reliance Tax Saver (ELSS) Fund (G) is positive during 2012 and negative during 2010 & 2011.
· The Sharpe ratio of Franklin India Tax Shield (G) is positive during 2010 & 2012 and negative during 2011.
· The Sharpe ratio of ICICI Prudential Tax Plan (G) is positive during 2012 and negative during 2010 & 2011.
· The Sharpe ratio of HDFC Tax Saver (ELSS) (G) is positive during 2012 and negative during 2010 & 2011.
· The Sharpe ratio of DSP Black Rock Tax Saver Fund (G) is positive during 2010 & 2012 and negative during 2011.

5.2 SUGGESTIONS

· As per study, the Franklin India Tax Shield (G) fund has performed better than the other Tax saver fund in terms of its return and volatility ratio. So the investor whose main objective is Long term capital appreciation can invest in Franklin India Tax Shield Growth Fund.
· The investor before investing shall analyze the performance of the fund for a minimum period of 3 or 4 years for a true fact rather than going in for current year’s fact.
· The investor shall also consider the selection of the stock that is quality of investments by the concerned funds manager of the fund before investing.
· The investor shall also look into the variability of the fund before investing which is indicated by the Sharpe ratio.
· The investor shall also consider the sensitivity of the funds return to the Benchmarks return. The sensitivity or volatility can be measured using Treynor’s ratio.
· As far as Mutual Fund is concerned, the investors are supposed to be active and well-disciplined and not a passive investor.














5.2 CONCLUSSION

In this competitive area many asset management companies are offering varieties of schemes in order to attract the prospective investors and capture the mutual fund market. 
The big challenge for the Mutual Fund Industry is to provide a transition path for investor funds away from Government – sponsored, risk free products to market related instruments. The investors should have faith on the Fund House and the people who are managing them since they are handling their hard earned money to them and the faith would come only with experience.
Investors should choose a scheme based on its merit considering performance track record of the Mutual Fund, service standards and professional management. The better managed scheme with higher NAV may give higher returns compared to a scheme which is available at lower NAV, but it is not managed efficiently. Similar is the case of a fall in NAVs. Therefore, the investor should give weight-age to the professional management of a scheme instead of NAV for any scheme.
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