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GLOBAL/SAT/ON AND PRIVATE SECTOR (FOREIGN) .." :.:f~?'
. ',MUTIJAL FINDS IN INDIA . :~:~';'~:';',(:.......,\: ,·l~

Introduction' . " , " .: .' , "",~
. . ~

The financial infrastructure has a strong 'bearing on tl1~
, , " ,~. , ',0 "". J" ':~" ',' ~'.'" • ,'J'- :" • .'~ " •• ,.:·~);'~i'

prccessof.qfcbatlsatlon 'of lndian economy. Thelinanci~J

. infrastru~tu~~ Si?n~fi~~.~rfi~~nCi'!ll ~~"sets\Prl~arY.'~~ w~r.~~I,·
secdridarj; securities)':" 'financi~lI markets (MO,n'~Y.and, .ca~~~~k.._ .

market) and financial intermeqiaries (banks & non-bank financial

institutions). Thus the ,finan~ial assets, 'fi,;~mcial\ markets 'ciii~l>m
'. '.. , . ."; ' ... ' " ",~

, financial intermediaries are three ingredients of the financial system ..

of a country. The"finanti~I"ini~rmediareis create.a link 'be~~~ni~:

saversjhouseholdersor 'investiQrs) and fi~s·(~eedY). The finan9iail

interniedia~eies in·cl~din~f.~utual fund in$~tuti9n~ prbv,ide ins~tutiC?n~il'

arrangerri~n~ to fa~i~i~t~,'transfer of reso~rces. ,,:' ,;j
'Merchant bankers and mutalfunds-tnstttutlons iriCIUdinril

'Indian Pubiic & Private, and Foreigninsti~utions are important~~..•.
",ro-

players in the capital market SEBI as granted statutory $tatusin:~d:

1992 to protect the int~restof investors' and promote the:~l
,. ~~

development and regulation of securities market. As mutual fundtf"
. I". . ,w.

controlled serveral crores worth of investment, the SEBI introduced ';;

SEBI'(Mut~al Funds) Regulations of 1993 to ensure that fair·~.~

compenuon exists in the mutual fund indsutry and that competition

brings about tangible benefits to the mvestors by way of j.
. ~.

improvement in product quality, customer service, mvestment
performance etc.

,~:J;-------------------.---------------------------~.~~ .~

M. Selvam. G. VlJIay Ganeslt and £;. VIShnu Chakkr4Varthy
Department of Commerce, Bharathidasan University;

TricpirappalIi-620 024.
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Indian Corporate and Mutual fund
Corporate sector 'of India raises funds through internal and

external sources. A growing number of companies in India are-
accessing the securities market rather than depending on loand and
advances from ,:fjnancialinstitutions and banks. Indian corpotate
sectors directly prefer equity & debt under direct financing while they
get loans from'banks indirectly. The mternatsourcee include retained
earninqsand-depreclatlon while external sources consist of capital
makret, 'banks/institutional borrowings and current liabilities and
provisigns. Further in the ..external sources the share of capital
market where rnutualflndsare invested has been significant; as, a
result several public sector banks/financial institutions/private
sectors have set up mutual fund wing.

.The" concept of mutual fund is reiati.vely new to Indian capital
market The public 'sector mutual funds were only confined to the
'urban areas. Nowwlthcompetitlon, they also opened up more and
more schemes-for rural semi-urban areas also. With an increase in
competition, servlces.to customers, nature of schemes offered and
marketinqstrategles-are bound to increase. The main function of
mutual fund industry 1S to mobilize the savings from general public
and:inves'f them in stock market securities. Mutual funds initially
attrad~dstrong i1ivestcirs support and showed significant progress.
In this 'order the Unit Trust of India, the first mutual fund institution in
India established in Feb 1964 under iTI Act 1963, has strong
investors SUPRprt. Mutual Fund institutions provide attractive
investment opportunites throguh issue of units and shares under
various schemes. The fund so mobilized by mutual fund institutions
are invested largely in corporate securities with a view to earning
maximum return to primary investors.

MutJJalFund Schemes

They'are broadly classifed into three categories Open-end,
ctose-end and Interval scheme. Closs-endScheme: Under this, the
corpus of the fund and its duration are prefixed. After the expiry of
the flexed period the entire corpus is disinvested and the proceeds
8re..ciistribute!:!...t.!l·tl.le..!.!J'1it halders in proportion to tt:lier haldioo.
Vot. x»: No.1
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Open-end Scheme: it is just opposite ofclose-;end-schme; .

The·size of thefund and the period of fund a(~nO~Pfedetermined.,;'

_.Investors are free to buy and sell any numberof u.hits at any point ot:.
time.Jnterval Scheme: In aninterva/.schemeunits ..aresold and,'

repurchased for a fixed period at specified intervals.:' '

..;.';' r

>

'. ",Sub Classifications of schemes.according t~'th~i'nvestment

'. objectives',are": ·:GroWth•schemes, -lncome sdhem~s,'·Tax.:.savi~g,

'schemes, balanced schemes' and rnoneyrnatket fund:·''>.:' ' ..

··;Table-:-I reveals the .number of; mutual fund schemes

introduced by different mutual fund institutions durirtgthe pelrod fro

1996 to 2001. There are six types of mutual fund institutions 1) UTI~,~;
. .' .... ~

2).Bank-Sponsored Fund, 3) Financi~llnsfjtutions..:sponsored funds':~:J

, 4) -joint Ventrue Private sector funds (predOmiha~tly.foreign), 5)i~

Joint Venture private' sector fund (Predominantly India) and ,~·t1t
6)lndian ..private sector funds. It is understood that the UTI alone:fI

accounted for around ·34% ofschems available during the stUdy,·~gl

pelrod.ut-ls clear that.the foreign sponsored institutionsalsO':~~1

intrdouced a variety of schemes to attracat ali classes of ivnestors ... '~t;
~h~ ~ume~r of schemes introduced a variety of schemes to attract . i],1

. '~~1
all classes of investors. The number of schemes introduced by ,}tl:

. . "~~

foreign sponsored institutin in 1999 was only 2, which was increased ,'.~~.

to 61in,2001. 'All amounts moblzed so w~re invested in different ~~

securities of Indi;!n corporate sector.

Net ~et Valueof Mutual. Fund '

The mostimportant financial indicator in case of mutual funds

is the Net Asset Value (NAV). A mutual fund has assets conslstinq .:~

of various securities.- The investors, alw~& want to-konw 'tile _- ;~4
. ..' _., .,- . ., . . '" . ~ - ~. . .' -'),~,~

.._ .performanceot their,in~estment through· mutual funds. NAV ~. . '.- :' . .'~~ .••.
indicates the return of mutual. fund scheme. Net assets, is the sum •";{

. . ~
totarof themarket' value of all' investments plus accrued income ,!;(!j

i -,
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minus the liabilities and expenses for a given scheme. The number

of out standing units undera scheme should divide the aggregate of

this amount.

. Net asset value of mutual fund schemes during 1996-2001 is

given in Table-H. 'It is understood from the Table that foreign. .

·.sponsored mutual fund institutions in India have been responsible

for NAV ran~ing from '1.06% in 1996 to 13.51% in 2000. This

indicates that the performacne of foreign-Sponsored mutual fund

outnumbered all, other than UTI. However, this trend has changed

as there was a sudden fall (f?SO%) in 2001.

Conclusion

The schemes introduced and NAV held by foreign sponsored

mutual fund institutlon grow at a faster rate over the years thant hat

of other institutons. It, is a good sign to investors as foreign

sponsored mutual fund institutions create wider opportunities for

. investment. Mutual fund i's invested in the securities, which help the

corporate sectors to fulfill its funds requirement. It is dear from the

above analyses that foreign sponsored nitltual fund performs well in

the mutual fund service to the Indian corporate sector. This clearly

evidences that mutual fund is a good mean for the use of global

fund by Indian corporate sectors.
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