
CHAPTER: 

MUTUAL FUNDS 

FOR BCOM (HONS.) SEMESTER-VI

MADE BY:

PRIYANKA BEDI

ASSISTANT PROFESSOR

DEPARTMENT OF COMMERCE

PAPER: FUNDAMENTALS OF INVESTMENT 



WHAT IS A MUTUAL FUND ?

IIt is a trust that pools

the savings of a

number of investors

who share a common

financialgoal..

Anybody with an

investiblesurplusof as

little as a few

thousand rupees can

investin mutualfunds.

These investors buy

units of a particular

mutual fund scheme

that has a defined

investment objective

and strategy.

Themoneycollectedis

invested by the fund

manager in different

types of securities.

These could range

from shares to

debentures to money

market instruments,

depending upon the

schemeõsstated

objectives.



MUTUAL FUND OPERATION

Source: https://www.fincash.com/l/mutual-funds-india

https://www.fincash.com/l/mutual-funds-india


WHY MUTUAL FUND??

Lowcost 
return

Diversification 
of Risk

Tax 
benefitsLiquidity 

Professionally 
managed 

funds

Wealth 
creation Convenience 

Range 
of 

schemes

Flexibility



TYPES OF SCHEMES

BASIS

LIFE SPAN

INCOME MODE

PORTFOLIO

MATURITY

LOAD

SPECIAL SCHEMES

ü OPEN ENDED SCHEMES

ü CLOSE ENDED SCHEMES

ü GROWTH SCHEMES

ü INCOME SCHEMES

ü EQUITY SCHEMES

ü DEBT SCHEMES

ü BALANCED SCHEMES

ü CAPITAL MARKET SCHEMES

ü MONEY MARKET SCHEMES

ü LOAD SCHEMES

ü NO LOAD SCHEMES

ü INDEX SCHEMES

ü DOMESTIC SCHEMES

ü OFFSHORE SCHEMES

ü TAX SAVING SCHEMES

ü GILT FUNDS SCHMES

ü FUNDS OF FUNDS

ü EXCHANGE TRADED FUNDS

ü SPECIALISED SECTOR FUNDS



OPEN ENDED SCHEMES

Main advantageis liquidity

Investorsare free to buy and sell any numberof units, at

any point of time , at a pricecalledNetAssetValue (NAV)

Sale and repurchaseprices are announcedby the mutual

fund on a periodicbasis.

Offers unit for sale without specifying any duration for

redemption. Theschemehasperpetualexistence.



CLOSE ENDED SCHEMES

ÅSubscriptionperiod for this type of schemesis
open only for a specific period and are
redeemableat theendof thespecifiedperiod.

ÅOnce the units are sold by mutual funds, then any 
subsequent transaction takes place in secondary 
market only i.e. stock exchange.

ÅMarket Price of the unit is determined by forces 
of market demand and supply.



GROWTH FUND

Aim is to generate

long term capital

appreciation for the

investors.

They invest a substantial 

portion of the corpus in 

high growth equity shares 

of corporate bodies.

The dividend can be 

declared and distributed as 

an when the Board of 

Trustees approve it but the 

principal return is available 

in the form of capital 

appreciation. 



INCOME FUND

ÅAim is to generate and distribute regular 
income to the investors.

ÅThey Invest a substantial portion of the corpus in 
high ðincome yields / fixed income instruments, 
such as debentures, bonds and so on.

ÅAlso known as dividend schemes.



EQUITY SCHEMES

Funds invested in 
equity shares 

only

High riskHigh return



DEBT FUND SCHEMES

1.

A type of income scheme which invests only 
in debt securities

2.

Less risky so ideal for risk averse investors

3.

Offers regular income to investors



BALANCED FUNDS

Funds are invested in both equity and debt so these 
schemes provide both growth and regular income.

Less risky in comparison to pure equity fund 
schemes.

Suitable for investors who prefer both capital 
appreciation and regular income.



MONEY MARKET FUNDS AND 
GUILT FUNDS



LOAD AND NO LOAD FUNDS

Load  
funds

ÅChargesa % of NAV (Net AssetValue)as entry or
exit fees

ÅEntryload/front�²endload is the fee levied at the time
of purchaseof mutualfunds. It leads to reductionin
investorõsinvestment. For example: if you investedRs.
1000 in a 5% load fund, thenyou wouldactuallybe
investingonlyRs. 950 with the remainingRs. 50 going
to thecompanyasa fee.

ÅExit load/backend load is the fee that is chargedat
the timeof redeeming/sellingthemutualfundsunits. It
is deductedfrom the prevailingNAV. Forexample: A
mutualfundunithavingan NAVof Rs. 15 with2% exit
load, will provideRs. 14.7 to theinvestor.

ÅIn India,w.e.f. August1, 2009, no mutualfund scheme
isallowedto chargeentryload.

No 
load 
funds

ÅDoes not charge any entry or exit fees.

ÅAll purchase and sale transactions take place at NAV 
only.

ÅAre better than load funds as these provide higher 
returns to the investors.


