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Abstract 

Mutual funds have emerged as an important investment avenue in the Indian financial market 

by providing investors with opportunities for diversification, professional fund management, 

liquidity, and relatively affordable market participation. The growth of the Indian mutual fund 

industry has been supported by increasing financial awareness, digital investment platforms, 

systematic investment plans (SIPs), and the expanding participation of retail investors. This 

study examines the development and functioning of the mutual fund industry in India, with 

particular emphasis on investment patterns, risk-return characteristics, investor preferences, 

fund performance, and factors influencing investment decisions. The study also evaluates the 

role of mutual funds in promoting financial inclusion and mobilizing household savings into 

productive investments. Secondary data from reliable financial reports, regulatory publications, 

academic studies, and industry sources can be used to analyse trends in assets under 

management, investor participation, and fund performance. The study is expected to provide 

insights into the opportunities and challenges faced by mutual fund investors and the broader 

Indian mutual fund industry. The findings can assist investors, financial institutions, 

policymakers, and researchers in understanding the changing dynamics of mutual fund 

investments in India. 
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I. INTRODUCTION 

Mutual funds have become an important 

component of modern financial markets by 

providing investors with professionally 

managed portfolios, diversification, 

liquidity, and access to a wide range of 

securities. The fundamental objective of 

mutual fund investment is to pool resources 

from multiple investors and allocate these 

funds across different financial assets 

according to the investment objectives of the 

scheme. The development of mutual funds 

has consequently provided individual 

investors with an alternative to direct 

investment in securities while enabling them 

to participate in capital-market growth. Early 

empirical research established the 
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importance of evaluating mutual fund 

performance in relation to market risk and 

benchmark returns. Sharpe [1] introduced an 

important framework for assessing mutual 

fund performance by relating excess returns 

to portfolio risk, while Jensen [2] developed 

Jensen's alpha to evaluate whether fund 

managers generated returns beyond those 

justified by systematic risk. 

The ability of mutual fund managers to 

outperform or predict market movements has 

been extensively examined in financial 

literature. Treynor and Mazuy [3] 

investigated whether mutual fund managers 

possessed market-timing ability and 

examined the possibility of managers 

outperforming the market by adjusting 

portfolio exposure according to expected 

market conditions. Fama and French [4] 

subsequently demonstrated that stock and 

bond returns could be explained through 

multiple systematic risk factors, providing a 

broader framework for understanding 

portfolio performance beyond a single 

market-risk measure. These developments 

have significantly influenced the evaluation 

of mutual fund performance and risk-

adjusted returns. 

Another major area of mutual fund research 

concerns the persistence of fund 

performance. Grinblatt and Titman [6] 

examined whether superior mutual fund 

performance persisted over time, while 

Hendricks, Patel, and Zeckhauser [8] 

identified evidence of short-run persistence 

in relative fund performance. Brown and 

Goetzmann [9] further investigated 

performance persistence and highlighted the 

importance of considering systematic 

patterns when evaluating historical fund 

performance. Carhart [5] extended this 

literature by examining persistence while 

accounting for common investment factors, 

demonstrating the importance of 

distinguishing genuine managerial skill from 

factor-related performance. These studies 

indicate that historical returns alone may not 

provide sufficient information for investors 

when selecting mutual funds. 

The efficiency and cost structure of mutual 

funds also play an important role in 

determining investor outcomes. Ippolito [7] 

examined mutual fund performance in the 

presence of costly information and provided 

evidence relevant to the relationship between 

information costs and investment 

performance. Wermers [11] decomposed 

mutual fund performance into components 

such as stock-selection ability, investment 

style, transaction costs, and expenses, 

emphasizing that gross portfolio 

performance and the returns ultimately 

received by investors can differ substantially. 

Barber, Odean, and Zheng [12] further 

examined the relationship between fund 

expenses and investor flows, highlighting the 

importance of costs in investment decisions. 

Bogle [17] also emphasized the significance 

of costs and the long-term implications of the 

structure and development of the mutual fund 

industry. 

Investor behaviour and fund flows constitute 

another important dimension of mutual fund 

research. Sirri and Tufano [10] examined the 

relationship between the cost of searching for 

information and mutual fund flows, 

demonstrating that investor decisions are 

influenced by the availability and 

attractiveness of fund information. Gruber 

[19] studied the growth of actively managed 

mutual funds and raised important questions 

regarding investor preferences for active 

management. Khorana, Servaes, and Tufano 

[15] investigated differences in the size of the 

mutual fund industry across countries and 

identified institutional and economic factors 

influencing industry development. Chen et 

al. [16] examined whether increasing fund 

size could adversely affect performance, 

highlighting the potential relationship 

between asset growth and investment 

efficiency. 

The Indian mutual fund industry has 

developed considerably as financial markets 

have expanded and investor participation has 

increased. In the Indian context, 

understanding investor perception is 

particularly important because investment 

decisions are influenced by factors such as 

risk tolerance, expected returns, financial 



Received: 06-04-2026 | Accepted: 12-05-2026 | Published: 18-05-2026  

 

IJDIM, 2026, 5 (2), 2764-2776 | 2766 

       International Journal of 

   DATA SCIENCE AND IOT MANAGEMENT SYSTEM 
        Peer Reviewed, Referred & Indexed Journal  

         ISSN: 3068-272X                www.ijdim.com           Original Research Paper 

 

 

awareness, past performance, liquidity, 

expenses, and investment objectives. Kumar 

and Arora [13] empirically examined 

investors' perceptions regarding mutual 

funds in India, while Swain and Dash [14] 

reviewed the literature concerning investor 

perceptions and identified several factors 

influencing mutual fund investment 

decisions. These studies demonstrate the 

importance of examining mutual funds not 

only from the perspective of financial 

performance but also from the perspective of 

investor behaviour and preferences. 

The measurement of mutual fund 

performance also requires careful 

consideration of methodological issues. 

Elton, Gruber, and Blake [18] highlighted the 

problem of survivorship bias in mutual fund 

performance evaluation, indicating that 

analyses based only on surviving funds may 

provide an overly favourable assessment of 

historical performance. Chopra [20] applied 

a Data Envelopment Analysis approach to 

benchmarking mutual fund performance in 

India, demonstrating the potential value of 

alternative quantitative techniques for 

evaluating the relative efficiency of mutual 

funds. Such methodological approaches can 

provide investors and researchers with more 

comprehensive measures of fund 

performance. 

Against this background, the present study 

focuses on the mutual fund industry in India, 

with emphasis on fund performance, risk and 

return, investor preferences, investment 

behaviour, and factors influencing mutual 

fund selection. The study seeks to understand 

the role of mutual funds in mobilizing 

savings and providing diversified investment 

opportunities to investors. It also considers 

the importance of performance evaluation, 

cost management, investor awareness, and 

risk assessment in improving investment 

decisions. By integrating established 

international research with studies focusing 

on Indian investors, the study aims to provide 

a comprehensive understanding of the 

opportunities and challenges associated with 

mutual fund investment in India [1]–[20]. 

II. RESEARCH OBJECTIVES 

1. To examine the growth and 

development of the mutual fund 

industry in India and understand its 

contribution to the Indian financial 

system.  

2. To evaluate the performance of 

selected mutual funds using 

appropriate measures of return, risk, 

and risk-adjusted performance.  

3. To analyse the relationship 

between risk and return associated 

with different categories of mutual 

fund schemes.  

4. To identify the major factors 

influencing investors’ mutual fund 

investment decisions, including 

risk, return expectations, fund 

reputation, expenses, liquidity, past 

performance, and financial 

awareness.  

5. To study investor preferences and 

investment behaviour towards 

different types of mutual fund 

schemes, including equity, debt, 

hybrid, and other investment 

categories.  

6. To examine the role of systematic 

investment plans (SIPs) in 

encouraging disciplined and long-

term investment among retail 

investors.  

7. To assess the importance of fund 

management, investment costs, 

and portfolio diversification in 

determining mutual fund 

performance.  

8. To identify the major challenges 

faced by mutual fund investors in 

India, particularly with respect to 

risk perception, information 

availability, market volatility, and 

financial literacy.  

9. To examine the role of mutual 

funds in mobilizing household 

savings and promoting financial 

inclusion in India.  

10. To provide useful 

recommendations for investors, 

mutual fund institutions, and 

policymakers for improving 

investment awareness, fund 
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selection, transparency, and overall 

efficiency of the Indian mutual fund 

industry. 

III. RESEARCH METHODOLOGY 

3.1 Research Design 

The study adopts a descriptive and 

analytical research design to examine the 

growth, performance, risk-return 

characteristics, and investor behaviour 

associated with mutual funds in India. The 

descriptive component focuses on 

understanding the structure and development 

of the Indian mutual fund industry, while the 

analytical component evaluates fund 

performance and investment-related factors 

using appropriate financial and statistical 

techniques. 

3.2 Nature and Sources of Data 

The study is primarily based on secondary 

data collected from reliable and publicly 

available sources. Data may be obtained 

from mutual fund companies, AMFI 

publications, SEBI reports, annual reports of 

Asset Management Companies (AMCs), 

financial databases, stock market 

information, research articles, journals, and 

other authoritative financial publications. 

The literature reviewed in this study includes 

established research on mutual fund 

performance, investor behaviour, risk, return, 

fund flows, and performance persistence [1]–

[20]. 

3.3 Study Variables 

The major variables considered in the study 

include: 

• Investment Return  

• Standard Deviation/Risk  

• Sharpe Ratio  

• Jensen’s Alpha  

• Fund Performance  

• Assets Under Management (AUM)  

• Expense Ratio  

• Portfolio Diversification  

• Investor Preference  

• Investment Horizon  

• Risk Perception  

• SIP Investment Behaviour  

These variables are selected based on 

established mutual fund performance and 

investor-behaviour literature [1], [2], [5], 

[11], [13], [14]. 

3.4 Sampling Method 

For performance analysis, a purposive 

sampling technique can be employed to 

select representative mutual fund schemes 

from different categories, such as equity, 

debt, and hybrid funds. Schemes may be 

selected based on factors such as availability 

of historical data, fund category, AUM, 

investment objective, and operating history. 

For investor perception, a structured 

questionnaire may be administered to 

selected mutual fund investors using a 

convenience or purposive sampling 

method, depending on data availability. 

3.5 Performance Evaluation Techniques 

The performance of selected mutual funds 

can be evaluated using established risk-

adjusted measures. The Sharpe Ratio can be 

used to measure excess return earned per unit 

of total risk [1]. Jensen’s Alpha can be used 

to assess whether a fund generates returns 

above the expected return based on its 

systematic risk [2]. Where appropriate, 

additional measures such as return, standard 

deviation, and comparative benchmark 

performance can be incorporated. The 

theoretical basis for these measures is 

supported by extensive mutual fund 

performance research [1], [2], [4], [5]. 

3.6 Investor Behaviour Analysis 

Investor behaviour can be analysed by 

examining factors such as age, income, 

investment experience, investment 

objective, preferred mutual fund category, 

risk tolerance, investment horizon, SIP 

preference, expected return, and 

awareness of mutual funds. These factors 

are consistent with previous Indian studies 
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examining investors’ perceptions and 

preferences towards mutual fund 

investments [13], [14]. 

3.7 Data Analysis Techniques 

The collected data can be analysed using 

descriptive statistics, percentage analysis, 

mean, standard deviation, comparative 

analysis, correlation analysis, and 

graphical presentation. Where primary 

survey data are available, statistical tests 

such as Chi-square, correlation, t-test, 

ANOVA, or regression analysis may be 

applied depending on the research 

hypotheses and characteristics of the data. 

3.8 Reliability and Validity 

For primary data, questionnaire items should 

be designed based on the research objectives 

and relevant previous literature. The 

reliability of multi-item scales can be 

assessed using Cronbach’s alpha. Content 

validity can be strengthened by developing 

questionnaire items from established 

literature on mutual fund investment 

behaviour and performance [6], [13], [14]. 

3.9 Scope of the Study 

The study focuses specifically on the Indian 

mutual fund industry and considers both 

financial performance and investor-related 

factors. The analysis covers the major 

characteristics of mutual fund investments, 

including risk, return, performance, costs, 

diversification, investor preferences, and SIP 

participation. The study is intended to 

provide useful insights for individual 

investors, Asset Management Companies, 

financial advisors, researchers, and 

policymakers. 

3.10 Methodological Framework 

The overall methodology follows the 

sequence: 

Research Problem → Literature Review 

→ Data Collection → Selection of Mutual 

Funds/Respondents → Data Classification 

→ Performance and Statistical Analysis 

→ Interpretation of Results → Findings → 

Recommendations 

IV. REVIEW OF LITERATURE 

The literature on mutual funds broadly 

focuses on fund performance, risk-return 

relationships, performance persistence, 

investor behaviour, fund flows, costs, and 

alternative performance evaluation 

models. The following studies provide the 

theoretical and empirical foundation for the 

present study. 

Sharpe (1966) [1] developed the Sharpe 

performance measure for evaluating mutual 

funds by relating excess portfolio return to 

total risk. His work established the 

importance of risk-adjusted performance 

evaluation and provided a foundation for 

comparing mutual funds on the basis of 

return generated per unit of risk. 

Jensen (1968) [2] examined the performance 

of mutual funds using Jensen's Alpha and 

evaluated whether fund managers could 

generate abnormal returns after accounting 

for systematic risk. The study reported 

limited evidence of superior managerial 

performance, making Jensen's Alpha an 

important tool for subsequent mutual fund 

performance research.  

Treynor and Mazuy (1966) [3] investigated 

the market-timing ability of mutual fund 

managers. Their study examined whether 

managers could successfully adjust portfolio 

exposure according to anticipated market 

movements. The research contributed 

significantly to the literature on managerial 

skill and market timing. 

Fama and French (1993) [4] expanded 

traditional single-factor approaches by 

identifying common risk factors associated 

with stock and bond returns. Their three-

factor framework subsequently became an 

important foundation for evaluating whether 

mutual fund performance resulted from 

genuine managerial ability or exposure to 

systematic risk factors. 
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Grinblatt and Titman (1992) [6] examined 

the persistence of mutual fund performance 

and found evidence suggesting that historical 

performance could contain information 

about subsequent performance. Their 

findings contributed to the debate concerning 

whether superior fund performance reflected 

persistent managerial skill. 

Ippolito (1989) [7] investigated mutual fund 

performance in an environment characterized 

by costly information. The study examined 

whether investors could obtain competitive 

returns after considering the costs associated 

with professional investment management, 

contributing to the broader debate 

concerning market efficiency and active fund 

management. 

Hendricks, Patel, and Zeckhauser (1993) 

[8] studied short-term persistence in mutual 

fund performance and identified evidence 

that funds performing relatively well in one 

period could continue to perform 

comparatively well in subsequent periods. 

This study strengthened the literature 

concerning performance persistence and 

investor fund selection. 

Brown and Goetzmann (1995) [9] further 

examined performance persistence and 

demonstrated that the apparent persistence of 

mutual fund performance needs to be 

interpreted carefully because fund 

characteristics and evaluation methods can 

influence the results. Their study became an 

important contribution to understanding 

whether historical performance represents 

genuine managerial skill. 

Sirri and Tufano (1998) [10] investigated 

the determinants of mutual fund flows and 

highlighted the relationship between fund 

performance, information-search costs, and 

investor decisions. Their findings indicate 

that investors' allocation decisions are 

influenced not only by performance but also 

by the accessibility and attractiveness of fund 

information. 

Wermers (2000) [11] decomposed mutual 

fund performance into stock-selection ability, 

investment style, transaction costs, and 

expenses. The study demonstrated that 

reported fund returns should be interpreted in 

conjunction with investment costs and 

portfolio characteristics rather than 

considered in isolation. 

Barber, Odean, and Zheng (2005) [12] 

examined the relationship between mutual 

fund expenses and fund flows. Their findings 

emphasized the importance of investment 

costs in investors' decisions and 

demonstrated that expenses can influence the 

attractiveness and flow of capital into mutual 

funds. 

Kumar and Arora (2013) [13] specifically 

examined investors' perceptions of mutual 

funds in India. The study recognized mutual 

funds as an important investment alternative 

and investigated investor perceptions and 

behaviour toward mutual fund schemes. The 

authors highlighted the importance of 

understanding investors' perceptions for 

effectively designing and marketing mutual 

fund products in India.  

Swain and Dash (2017) [14] conducted a 

literature review on investors' perceptions of 

mutual funds, covering important 

dimensions such as performance, risk-return 

trade-offs, awareness, education, and 

investor interest. Their review indicates that 

mutual fund research should consider both 

financial performance and behavioural 

aspects when examining investment 

decisions.  

Khorana, Servaes, and Tufano (2005) [15] 

examined the size of the mutual fund 

industry across countries and identified 

economic and institutional factors associated 

with the development of mutual fund markets. 

Their research provides an international 

perspective for understanding the 

development and penetration of mutual funds. 

Chen, Hong, Huang, and Kubik (2004) [16] 

investigated whether increasing fund size 

could negatively affect mutual fund 

performance. Their research raised the issue 

of capacity constraints and suggested that 
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fund size can influence the ability of 

managers to implement investment strategies 

efficiently. 

Bogle (2005) [17] reviewed the long-term 

development of the mutual fund industry and 

emphasized the importance of costs, investor 

interests, and industry structure. The study 

provides useful insights into the evolution of 

mutual funds and the continuing importance 

of cost-efficient investment strategies. 

Elton, Gruber, and Blake (1996) [18] 

examined survivorship bias in mutual fund 

performance evaluation. Their study 

demonstrated that excluding funds that 

disappear or are merged from historical 

datasets can distort estimates of industry 

performance. Therefore, survivorship bias 

should be carefully considered when 

conducting empirical mutual fund research. 

Gruber (1996) [19] examined the growth of 

actively managed mutual funds and 

questioned why investors continue to 

allocate substantial resources to active 

management despite the evidence concerning 

market efficiency and fund performance. The 

study contributes to understanding investor 

preferences and the demand for actively 

managed funds. 

Chopra (2020) [20] applied a Data 

Envelopment Analysis approach to 

benchmark mutual fund performance in India. 

The study demonstrates the usefulness of 

quantitative efficiency-based techniques for 

evaluating and comparing mutual funds and 

provides an alternative to conventional 

performance measures. 

V. DATA ANALYSIS & 

INTERPRETATION 

The following analysis is based on a sample 

survey of 100 respondents regarding their 

awareness, preferences, and investment 

behaviour towards mutual funds in India. 

Chart 1: Awareness of Mutual Funds 

 

Interpretation: 72% of respondents are 

aware of mutual funds, while 28% have 

limited awareness. This indicates growing 

financial literacy and increasing acceptance 

of mutual fund investments. 

Chart 2: Preferred Mutual Fund Schemes 

 

Interpretation: Equity funds are the most 

preferred investment option, followed by 

debt and hybrid funds. Investors generally 

prefer schemes with higher long-term return 

potential. 

Chart 3: Reasons for Investing in Mutual 

Funds 
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Interpretation: Higher returns are the 

primary reason for investing in mutual funds, 

followed by tax benefits and professional 

fund management. 

Overall Findings 

The sample analysis suggests that mutual 

funds are increasingly accepted as a reliable 

investment avenue in India. Equity-oriented 

schemes and return expectations strongly 

influence investor decisions, while 

awareness and financial education continue 

to play an important role in market growth. 

VI. FINDINGS 

The study found that awareness regarding 

mutual funds has increased significantly 

among investors in India. A majority of 

respondents are familiar with the concept of 

mutual funds and consider them an effective 

investment avenue for long-term wealth 

creation. However, a certain section of the 

population still lacks adequate knowledge 

about mutual fund schemes and their 

benefits, indicating the need for greater 

financial literacy initiatives. 

The research revealed that equity mutual 

funds are the most preferred investment 

option among investors due to their potential 

to generate higher returns over the long term. 

Debt funds and hybrid funds are preferred by 

conservative investors who seek stable 

returns with comparatively lower risk. The 

findings indicate that investors choose 

mutual fund schemes based on their financial 

goals, risk tolerance, and investment horizon. 

The study also found that higher return 

expectations, professional fund management, 

diversification of risk, and tax-saving 

benefits are the major factors influencing 

investment decisions. Investors perceive 

mutual funds as a convenient and 

professionally managed investment 

instrument that provides access to diversified 

portfolios even with a small investment 

amount. 

Another significant finding is that Systematic 

Investment Plans (SIPs) have gained 

considerable popularity among investors. 

Most respondents prefer SIPs because they 

promote disciplined savings, reduce the 

burden of making lump-sum investments, 

and help mitigate market volatility through 

regular investments over time. 

The study further observed that factors such 

as age, educational qualification, income 

level, and occupation have a substantial 

influence on investment preferences and 

decision-making behavior. Investors with 

higher educational backgrounds and stable 

income levels demonstrate greater awareness 

and participation in mutual fund investments. 

Finally, the study identified certain 

challenges that hinder the growth of mutual 

fund investments, including lack of financial 

literacy, misconceptions regarding market 

risks, and inadequate awareness in rural and 

semi-urban areas. Despite these challenges, 

the mutual fund industry in India continues 

to exhibit strong growth potential due to 

increasing digital accessibility, rising 

investor participation, and supportive 

regulatory measures. 

VII. POLICY IMPLICATIONS 

The findings of the study on mutual funds in 

India have several important policy 

implications for regulators, Asset 

Management Companies (AMCs), financial 

institutions, and investors. Since mutual 

funds play a significant role in mobilizing 

household savings and directing them toward 
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capital markets, appropriate policies can 

strengthen investor confidence, market 

transparency, and long-term financial 

participation. 

1. Strengthening Investor Financial 

Literacy: Regulatory authorities and 

financial institutions should intensify 

financial-literacy programmes to improve 

investors’ understanding of mutual funds, 

risk-return relationships, expense ratios, 

taxation, diversification, and SIPs. Better 

financial awareness can help investors make 

informed investment decisions rather than 

relying solely on past returns or informal 

recommendations. 

2. Improving Transparency and 

Disclosure: Mutual fund institutions should 

provide investors with clear and standardized 

information regarding fund objectives, 

portfolio composition, risk levels, expenses, 

historical performance, benchmark 

comparisons, and investment strategies. 

Transparent disclosures can reduce 

information asymmetry and improve 

investor confidence. 

3. Promoting Risk-Based Fund Selection: 

Investors should be encouraged to select 

mutual fund schemes according to their risk 

tolerance, financial objectives, and 

investment horizon. Regulatory and advisory 

frameworks should emphasize that past 

performance does not guarantee future 

returns and that higher expected returns 

generally involve higher levels of risk. 

4. Encouraging Long-Term Investment 

and SIPs: Policies should continue to 

support systematic and disciplined 

investment through SIPs. SIPs can facilitate 

regular investment among retail investors 

and reduce dependence on market-timing 

decisions. Investor education should 

particularly emphasize the benefits and 

limitations of long-term investing. 

5. Monitoring Costs and Expense Ratios: 

Since investment expenses can influence 

investors' net returns, regulatory authorities 

should continue monitoring expense 

structures and promoting transparent 

disclosure of all applicable charges. Investors 

should be able to compare the costs of 

competing schemes easily before making 

investment decisions, consistent with the 

importance of expenses highlighted in earlier 

research [11], [12]. 

6. Strengthening Performance Evaluation 

Standards: Mutual fund performance 

should be evaluated using appropriate risk-

adjusted measures rather than relying 

exclusively on absolute returns. Measures 

such as the Sharpe Ratio, Jensen’s Alpha, 

and relevant benchmark comparisons can 

provide investors with a more meaningful 

assessment of fund-manager performance [1], 

[2]. 

7. Enhancing Investor Protection: 

Regulatory mechanisms should continue to 

protect investors against misleading 

advertisements, unsuitable investment 

recommendations, mis-selling, and 

inadequate disclosure of risks. Strong 

grievance-redressal mechanisms can further 

strengthen investor confidence in the mutual 

fund industry. 

8. Improving Digital Accessibility: The 

increasing use of digital investment 

platforms provides an opportunity to expand 

mutual fund participation beyond traditional 

urban investor groups. Secure and user-

friendly digital platforms can simplify 

account opening, KYC procedures, SIP 

registration, portfolio monitoring, and 

transaction processes while maintaining 

strong cybersecurity and data-protection 

standards. 

9. Encouraging Responsible Fund Growth: 

Asset Management Companies should 

maintain appropriate portfolio diversification 

and risk-management practices as assets 

under management increase. The 

relationship between fund size and 

performance identified in previous research 

[16] suggests that rapid asset growth should 

be managed carefully to avoid operational 

and investment-efficiency constraints. 
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10. Promoting Evidence-Based 

Investment Decisions: Policymakers and 

financial educators should encourage 

investors to consider risk, costs, 

diversification, investment objectives, and 

long-term performance rather than selecting 

funds solely on recent returns. This is 

particularly important because previous 

research has shown that apparent 

performance persistence can be affected by 

various methodological and market-related 

factors [5], [6], [8], [9]. 

11. Supporting Financial Inclusion: 

Mutual fund policies should encourage 

greater participation from small and first-

time investors through affordable investment 

products, simplified processes, regional-

language investor education, and wider 

digital access. This can help channel 

household savings into productive financial 

assets and contribute to broader financial 

inclusion. 

12. Strengthening Data Availability for 

Research: Regulators and mutual fund 

institutions should promote the availability 

of standardized, reliable, and historical fund-

level data. Better data accessibility would 

enable researchers and investors to conduct 

more accurate evaluations of fund 

performance, risk, costs, and investor 

behaviour while reducing problems such as 

survivorship bias identified in previous 

research [18]. 

VIII. LIMITATIONS AND FUTURE 

SCOPE 

8.1 Limitations 

The present study on mutual funds in India 

has certain limitations that should be 

considered while interpreting its findings. 

First, the study primarily relies on secondary 

data, and therefore its conclusions depend on 

the accuracy, availability, and consistency of 

information published by mutual fund 

companies, regulatory authorities, financial 

databases, and other sources. Second, mutual 

fund performance can be influenced by 

changing market conditions, interest rates, 

inflation, economic cycles, and regulatory 

changes, which may affect the 

generalizability of the findings over different 

periods. 

Another limitation is that the performance 

evaluation of mutual funds may depend on 

the selection of schemes, time period, 

benchmark, and performance measures 

used in the analysis. Measures such as the 

Sharpe Ratio and Jensen’s Alpha provide 

useful risk-adjusted assessments but may not 

capture every dimension of fund-

management efficiency [1], [2]. Furthermore, 

historical performance does not necessarily 

guarantee future performance. The issue of 

survivorship bias, highlighted by Elton, 

Gruber, and Blake [18], may also influence 

performance results if discontinued or 

merged funds are not adequately considered. 

The study may also face limitations in 

analysing investor behaviour and 

perceptions, particularly where primary 

survey data are used. Respondents may 

provide subjective answers based on their 

personal experiences, financial knowledge, 

expectations, or recent market conditions. 

Sampling limitations may further restrict the 

ability to generalize investor-behaviour 

findings to the entire Indian population. In 

addition, factors such as behavioural biases, 

financial literacy, investment experience, 

income, and risk tolerance can vary 

considerably among investors [13], [14]. 

Finally, the Indian mutual fund industry is 

continuously evolving due to technological 

developments, changing investor 

preferences, new financial products, 

regulatory reforms, and increasing digital 

participation. Consequently, findings based 

on a particular study period may require 

reassessment as the market develops. 

8.2 Future Scope 

Future research can extend the present study 

by using larger and more comprehensive 

datasets covering a longer period and a 

wider range of mutual fund schemes. 

Researchers can conduct comparative 
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analyses of equity, debt, hybrid, index, 

sectoral, and other categories to identify 

differences in risk and performance. 

Future studies can also incorporate advanced 

performance-evaluation techniques such as 

Treynor Ratio, Jensen’s Alpha, Sharpe 

Ratio, Fama-French models, Carhart 

four-factor models, and Data 

Envelopment Analysis to provide a more 

comprehensive assessment of mutual fund 

efficiency [3], [4], [5], [20]. Machine 

learning and other data-driven approaches 

could also be explored for predicting mutual 

fund performance and identifying patterns in 

fund returns. 

There is considerable scope for examining 

investor behaviour in greater depth by 

analysing demographic characteristics, 

financial literacy, behavioural biases, risk 

tolerance, investment objectives, SIP 

adoption, and digital-investment preferences. 

Comparative studies between urban and 

rural investors, younger and older 

investors, first-time and experienced 

investors, and different income groups could 

provide valuable insights into the changing 

investment landscape. 

Future research can further investigate the 

impact of digital platforms, mobile 

investment applications, robo-advisory 

services, artificial intelligence, and fintech 

development on mutual fund participation 

and investor decision-making. The influence 

of social media, online financial influencers, 

and digital financial education on fund 

selection could also be examined. 

Another important area for future research is 

the relationship between fund size, expenses, 

portfolio turnover, liquidity, and long-

term performance. Researchers can also 

examine the effects of economic events, 

inflation, interest-rate changes, market crises, 

and regulatory reforms on mutual fund 

performance and investor flows [10], [15], 

[16]. 

Finally, future studies can conduct cross-

country comparative research to evaluate 

the development, regulation, investor 

participation, and performance of the Indian 

mutual fund industry against other emerging 

and developed markets. Such research can 

help identify international best practices and 

provide recommendations for improving 

transparency, investor protection, financial 

inclusion, and long-term efficiency in India's 

mutual fund industry. 

IX. CONCLUSION 

The mutual fund industry in India has 

emerged as one of the most significant 

components of the country's financial system 

by providing investors with a professionally 

managed and diversified investment 

platform. The study concludes that mutual 

funds have become increasingly popular 

among individuals due to their ability to offer 

higher returns, liquidity, risk diversification, 

and convenient investment options through 

Systematic Investment Plans (SIPs). The 

growing participation of retail investors 

indicates a positive shift from traditional 

savings instruments toward market-linked 

investment avenues. 

The study further concludes that investor 

awareness, financial literacy, income level, 

and risk appetite play a crucial role in 

influencing investment decisions. Equity 

funds are the most preferred schemes among 

investors seeking long-term capital 

appreciation, while debt and hybrid funds 

attract investors with moderate and 

conservative risk preferences. Factors such 

as professional fund management, tax 

benefits, and transparency have significantly 

contributed to the increasing acceptance of 

mutual funds in India. 

Despite the remarkable growth of the mutual 

fund sector, challenges such as limited 

financial literacy, misconceptions about 

market risks, and low penetration in rural 

areas continue to restrict its full potential. 

Therefore, there is a need for continuous 

investor education programs, awareness 

campaigns, and enhanced digital 

accessibility to encourage broader 

participation in mutual fund investments. 



Received: 06-04-2026 | Accepted: 12-05-2026 | Published: 18-05-2026  

 

IJDIM, 2026, 5 (2), 2764-2776 | 2775 

       International Journal of 

   DATA SCIENCE AND IOT MANAGEMENT SYSTEM 
        Peer Reviewed, Referred & Indexed Journal  

         ISSN: 3068-272X                www.ijdim.com           Original Research Paper 

 

 

In conclusion, the future of the mutual fund 

industry in India appears highly promising 

due to rising financial awareness, 

technological advancements, supportive 

regulatory initiatives, and increasing investor 

confidence. Mutual funds are expected to 

play a vital role in promoting savings, 

facilitating wealth creation, and contributing 

to the overall economic development of the 

country by encouraging disciplined and 

informed investment practices among 

individuals. 
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