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Abstract: Investing in them allows an investor to
gain, bonds or fixed income securities, commaodities,
etc. Mutual funds function by pooling the cash
together from many investors and that cash gets
used to buy the stocks bonds and other securities,
among many schemes offered by mutual funds
companies. Investors must choose mutual fund
schemes that balance risk and returns in accordance
with their investment objectives and risk tolerance,
which is difficult given the variety of mutual fund
schemes offered. In this paper the performance
evaluation of 2 Mutual funds Scheme of 5 Top
Companies is carried out through relative
performance index, risk-return analysis, Treynor's
ratio, Sharp's ratio. The data used is daily closing
NAVs. The source of data is website of Association
of Mutual Funds in India (AMFI).

l. INTRODUCTION

A mutual fund is a collective investment
vehicle that collects & pools money from several
investors and invests the same in equities, bonds,
government securities, money market instruments.
The money collected in mutual fund scheme is
invested by professional fund managers in stocks
and bonds etc. in line with a scheme’s investment
objective. The income / gains generated from this
collective investment scheme are distributed
proportionately amongst the investors, after
deducting applicable expenses and levies, by
calculating a scheme’s “Net Asset Value” or NAV.
In return, mutual fund charges a small fee.

In short, mutual fund is a collective pool of
money contributed by several investors and
managed by a professional Fund Manager.

One should avoid the temptation to review
the fund's performance each time the market falls or
jumps up significantly. For an actively-managed
equity scheme, one must have patience and allow
reasonable time - between 18 and 24 months - for
the fund to generate returns in the portfolio.

When you invest in a mutual fund, you are
pooling your money with many other investors.
Mutual fund issues “Units” against the amount
invested at the prevailing NAV. Returns from a

mutual fund may include income distributions to
investors out of dividends, interest, capital gains or
other income earned by the mutual fund. You can
also have capital gains (or losses) if you sell the
mutual fund units for more (or less) than the amount
you invested.

The mutual fund industry in India has
experienced remarkable growth, becoming a
cornerstone of the investment landscape. Mutual
funds allow individuals to pool resources and invest
in diversified portfolios, balancing risk and return.
With chances for both individual and institutional
investors to diversify their portfolios and attain
financial success, the mutual fund sector in India has
grown to be an essential part of the nation's financial
ecosystem. Investors must choose mutual fund
schemes that balance risk and returns in accordance
with their investment objectives and risk tolerance,
which is difficult given the variety of mutual fund
schemes offered. Making wise investment selections
now requires an understanding of mutual fund
performance using important measures including
returns, volatility, and risk-adjusted ratios.

The purpose of this study is to investigate
the risk-return dynamics of a few Indian mutual
fund organizations. Using important performance
indicators including Treynor's Ratio, Jensen's Alpha,
and Sharpe's Ratio, it focuses on assessing the
performance of different mutual fund schemes.
Keywords: Mutual fund, Risk-return, Sharpe ratio,
Treynor ratio

Problem Statement

Objectives of the Study

<> To evaluate and compare the historical
performance of selected two mutual fund schemes
from the five companies.

<> To study the risk and return of the selected
mutual fund schemes.
<> To evaluate the performance of the mutual

fund by adopting technical measures.

Limitation of the Study

a) Data Awvailability: Relies on historical
performance data, which may not reflect future
trends.
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b) Market Conditions: External economic factors
influencing performance may not be fully
accounted for.

c) Regulatory Changes: Future regulatory changes
could impact the relevance of findings over
time.

1. RESEARCH METHODOLOGY
Need of the Research
The research does address the need for increased
investor  participation, unreliable performance
metrics, Dynamic market condition, and stocking
the knowledge gap in Mutual Fund.
Problem Definition
The Mutual Fund industry in India is growing very
fast and giving diversification investment
opportunities for the investor to earn return. But it
creates lots of challenges for potential investors in
making decisions. They often find it difficult to
assess the risk-return trade-off due to a lack of
clarity, limited comparative studies, the up and
down movement of market conditions, and the need
for a Reliable benchmark.
Research Objectives
1. To analyse and compare historical performance of
selected two mutual fund schemes from the five
companies.
2. To study the risk and the return of the selected
mutual fund schemes.
3. To evaluate the performance of mutual fund on
the basis of adoption of different technical
measures.
Research design

The present study is descriptive in nature in terms of
research design. The study primarily uses
quantitative research design. Descriptive research is
likely to be done to acquire much information from
secondary data. It assists to ascertain in the stated
objective.

Period of Study: 2023

Research type: Descriptive

Data used: Secondary data

Data collection: Secondary data: Secondary data
will be collected through

1. Annual reports of companies.

2. Journals.

3. Websites like Yahoo and value research.

Tests:

1. Sharpe Ratio: The Sharpe ratio offers a measure
for comparing returns from an investment to the
associated risk. It is an expression in the
mathematical language which represents the
perception that excess returns over some horizons
are reflective of higher volatility and risk, and not
any specific investing acumen.

2. Treynor Ratio: This is a kind portfolio
performance measure that nets systematic risk.
While the Sharpe ratio adds return by subtracting
from the portfolio’s standard deviation, the Treynor
ratio adds return making use of portfolio beta as it
measures systematic risk.

Data analysis

Sharpe Ratios of Large Cap Mutual Funds

Table 1.1 Calculation of Sharpe Ratio of Large and
Mid-Cap Funds.

Average | Risk free | Standard | Sharper | Rank
Return rate deviation | Ratio
SBI Large & Midcap Fund 34.18 7.365 12.69 2.11 3
Hdfc Large & Midcap Fund 36.01 7.365 12.97 2.21 1
Aditya Birla Sun Life Large & 35.69 7.365 14.8 1.91 4
Midcap Fund
Kotak Mahindra Large & Midcap | 35 7.365 12.81 2.16 2
Fund
ICICI Prudential Large and mid- | 35.3 7.365 14.95 1.87 5
cap Fund

Analysis

This table indicates performance in Sharpe index for large cap, where SBI Large & Midcap funds has a value of
2.11; HDFC Large & Midcap fund 2.21; 1.11, Aditya Birla Sun life Large & Midcap fund; Kotak Mahindra
Large & Midcap fund 2.16; and ICICI Prudential Large and mid-cap Fund 1.87.
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Figure 1.1 Sharpe Ratios of Large Cap Mutual Funds

Interpretation

The HDFC Large & Midcap Fund is the one that has
managed to outshine others in average returns as
well as risk-adjusted metrics. However, when it
comes to choosing a particular fund, every investor
should first consider his/her own risk level. The
evaluation of mutual funds should not solely be

based on returns but rather on how a fund manages
risks, as these are also better reflected by Sharpe
ratio and standard deviation. Such a holistic
approach allows investors to take decisions that can
be aligned to their financial objectives and risk
tolerance.

Sharper Ratio on small cap finds.

Table 1.2 Computation of Sharpe Ratio using small-cap funds.

Average | Rf Standard | Sharper Rank
Return deviation | Ratio
SBI Small cap Fund 24.2 7.365 14.82 1.14 4
Hdfc Small cap Fund 31.74 7.365 14.71 1.66 3
Aditya Birla Sun Life Small | 36.17 7.365 14.8 1.95 2
Cap Fund
Kotak Mahindra Small Cap 38.44 7.365 14.9 2.09 1
Fund
ICICI Prudential Small cap 28.21 7.365 1525 1.37 5
Fund

Analysis

That above table is concerning large cap funds performance under Sharpe index; here the SBI Small cap funds
have score 1.14, while HDFC Small cap fund has 1.66, followed by Aditya Birla Sunlife small cap fund at 1.95,
Kotak Mahindra Small cap fund has a score of 2;09 and ICICI Prudential Small cap fund has scored at 1;37.

Figure 1.2 Sharper Ratio on small cap finds.

3.00
2.00

1.00

000 gsgiSmall cap Fund

B Hdfc Small cap Fund
Sharper Ratio

M Aditya Birla Sun Life Small cap Fund B Kotak Mahindra Small cap Fund

B ICICI Prudential Small cap Fund

| Impact Factor value 7.52 | ISO 9001: 2008 Certified Journal Page 241



¢

www.ijhssm.org

International Journal of Humanities Social Science and Management (IJHSSM)
Volume 5, Issue 2, Mar.-Apr., 2025, pp: 239-244

ISSN: 3048-6874

Interpretation

Average along with the risk-adjusted metrics, Kotak
Mahindra small cap fund topped this league of a
purely winner in that series. Still, such investments
would strictly be left upon risk appetite by the

Treynor Ratio on Large and mid-cap fund.

investors in the aggressive segment. While
performing research for the best mutual funds, their
return, it also very importantly evaluates on the
merit how well those are in taking risk according to
the Sharpe ratio and the standard deviation.

Table 1.3 indicates the computation of Treynor Ratio based on Large and Mid-Cap funds.

Average | Rf Beta Treynor Rank
Return Ratio
SBI Large & Midcap Fund 34.18 7.365 | 0.88 30.47 2
Hdfc Large & Midcap Fund 36.01 7.365 | 0.96 29.84 4
Aditya Birla Sun Life Large & 35.69 7.365 | 0.94 30.13 3
Midcap Fund
Kotak Mahindra Large & Midcap | 35 7.365 |0.95 29.09 5
Fund
ICICI Prudential Large and mid 353 7.365 |0.91 30.70 |
cap Fund
Analysis occupies the third place with a Treynor Ratio of

The fund with the maximum Treynor Ratio is ICICI
Prudential Large & Midcap fund at 30.70, meaning
that the fund has the highest return per unit of risk
from among such funds. SBI Large & Midcap Fund
follows closely behind at a Treynor Ratio of 30.47.
Aditya Birla Sun Life Large & Midcap Fund

30.13. HDFC Large & Midcap Fund figures fourth
at a Treynor Ratio of 29.84. Kotak Mahindra's Large
& Midcap Fund marks the least at 29.09 and,
therefore, signifies relatively lower returns adjusted
to risk.

Figure 1.3 Treynor Ratio on Large and mid-cap fund.
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Interpretation

ICICI Prudential was the best in terms of risk-
adjusted return; it had a pretty high return with a
moderate beta. This is expected to appeal to all kind
of investors-including those that want to consider
the factor of balanced risks and returns. The funds
that carry much higher beta values often see greater
volatility, and such will be reflected around HDFC

at 0.96. However, if the return justifies, it may
imply, in a way, that the high Treynor Ratio is
achieved. For someone looking for a higher return at
a relatively lesser risk, the best options would be
ICICI Prudential or SBI as they can yield good
returns.

Treynor Ratio on Large and mid-cap fund.
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Table 1.4 shows calculations of Treynor Ratio on Large and mid-cap fund

Average Return | Rf Beta | Treynor

Ratio

SBI Small cap Fund 24.2 7.365 1.1 15.30

Hdfc Small cap Fund 31.74 7.365 0.93 26.21

Aditya Birla Sun Life 36.17 7.365 1.05 27.43

Small Cap Fund

Kotak Mahindra Small | 38.44 7.365 1.08 28.77

cap Fund

ICICI Prudential Small | 28.21 7.365 1.15 18.13

cap Fund

Analysis Based on Treynor ratios, Kotak Mahindra ranks 1st,

Kotak Mahindra is at the top with a Treynor ratio of
28.77, which means it offers the best return per unit
of risk taken among the funds analysed. SBI has the
lowest Treynor ratio of 15.30, which means it offers
less efficient returns relative to the risk assumed.

meaning it is the most efficient fund in terms of
returns relative to market risk. Aditya Birla is at
rank 2, while HDFC is at rank 3. ICICI Prudential
and SBI are at ranks 4 and 5, respectively.

Figure 1.4 Treynor Ratio on Large and mid-cap fund.
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Interpretation

Notably, Kotak Mahindra Small Cap Fund has high
average returns, and then there is a better Treynor's
ratio suggesting that it was well-managed in terms
of less risk for more returns. While SBI Small Cap
Fund trails in all these metrics SBI is a fund to
rather be careful with its investment and perhaps
adjust the portfolio to SBI fund if promised higher
risk-adjusted returns from Kotak Mahindra and
Aditya Birla.

1. FINDINGS AND CONCLUSION

e The following variables point out the critical
aspects of performance in mutual fund ratings:
average return, Sharpe ratio, Treynor ratio, and
beta-that are necessary for considering the

whole range of performance of a fund to see
how it goes hand in hand with its risk.

e For instance, the HDFC Large & Midcap fund
and the Kotak Mahindra small-cap fund are the
most favoured in terms of returns and risk-
based metrics, indicating them to be effective in
managing investments considering risk.

Mutual fund performance analysis is indeed on the

absolute return basis, as well as dependent on risk

adjusted measures. Out of the two, none other than

HDFC Large & Midcap and Kotak Mahindra Small

Cap seemed to bounce out with good performances

as well as good risk handling. Therefore, investing

should be in consonance with risk profile: thus,
selecting that fund having that risk profile, which,
overall would continuously yield excess return over
chosen benchmark. A well-rounded picture of
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performance could perhaps include metrics like
Sharpe or Treynor ratios, ratios of expenses, or of
portfolio management to make proper decisions
toward preparing for long-term financial success.
Therefore, investment portfolio reviews are here to
stay; it's inevitable for periodically adjusting
strategy according to changing market conditions or
personal financial goals.
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