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Abstract

Mutual fund is an investment casket where it pools investment from people or individual and
invests in diversified securities. The institution provides the stability to the capital market and it
reaches the requirement of people and also expands the wealth of the society and its people. From
the beginning of liberalization policy, mutual fund activities have increased the intensive
penetration of mutual fund institutions in Indian national economy which attracts sufficient people
and the character played by it in developmental process. Hence to increase the developmental
process, The individuals not only require high savings but also the holding of such saving pattern
is important. This paper aims to study the complication and anticipation of mutual fund in India.
The study also explains about the problems of in Mutual fund and the future prospects of mutual
fund in India. The study would be useful to the common public, especially middle- and lower-
income group investors, asset management companies’ investment policy makers, fund managers
and the general investors regarding the mutual fund problematic areas in India.
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Introduction

Despite the fact that, there are many numbers of studies carried out on the problems of mutual
funds in India, not much in depth like the complications. Mutual fund is a professional institution
where the unit holder money is managed and investment is diversified. From the beginning of
liberalization policy, mutual fund activities has increased the intensive penetration of mutual fund
institutions in Indian national economy which attracts sufficient people and the character played
by it in developmental process. Hence to increase the developmental process, The individuals not
only require high savings but also the holding of such saving pattern is important. Professional
management is a biggest source of mutual funds.

Predominant importance is given to savings in India by the people. Nearly 38.7% Indian gross
savings rate in March 2022.People in India are very good savers but while investing they have a
less knowledge on investment. It is well known that mutual fund gives high benefits for the
investors, particularly, middle- and lower-income group, but expressing the problems and
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complications in mutual fund is shallow. The study gives an idea about the Prevailing complication
and future anticipations of mutual funds in India.

Review of literature

Bansal, S., &Yash, P. T. (2014) Highlighted that the majority of the nation's overall savings have
historically come from the household sector. They have the kind of financial intermediary, such as
an investment trust, that can manage their wealth far more effectively. This is frequently the reason
why mutual funds are assumed to be the simple investment instrument for household investors and
have established themselves as the ultimate resource for advising clients with little resources
worldwide. The study may be helpful to a variety of groups of people, including fund managers,
asset management firms, investment policy makers, monetary economists, and investors, in
understanding the nature and severity of the difficult areas in Indian mutual funds as well as the
likelihood of developing appropriate strategies to counteract the adverse effects. The study will be
important for both investors and asset management firms in order to assess their performance and
portfolio.

Renu Gosh (2014) Mutual fund performance was examined using risk-return analysis, Treynor's
ratio, Sharpe's ratio, Jensen's measure, and Fama's measure. According to the study, the daily
closing NAVs of the chosen schemes for the time period of 1 January 2010 to 31 December 2013
include three public-sponsored, three private-sponsored, and three private (foreign)-sponsored
mutual fund schemes. According to the study, private foreign company-supported mutual fund
schemes perform better than those sponsored by public and private firms.

Busse, Goyal and Wahal (2014) analysed on institutional products and active retail mutual funds
with permission to invest in international stock markets was conducted. After applying global and
regional factor models for their analysis, they discovered that there was only a scant amount of
trustworthy evidence of alphas in the aggregate or on average. There are some sizable alphas in
the distribution's right tail. Additionally, they discovered proof of enhanced stock choosing skills
in the very right tail. Simulations, however, indicate that they are equally likely to be produced by
chance and talent. Tests for persistence reveal less evidence of persistence in superior performance.
Bhagyasree& Kishori (2016) studied the results of growth-oriented, open-ended equity plans
during the transition economy's April 2011 to March 2015 timeframe. The returns from the fund
schemes have been computed daily using the closing NAV of various schemes. Market portfolio
has been based on BSE-sensex. The past performance of the chosen schemes was assessed using
Sharpe, Treynor, and Jensen's metric, the findings of which will help investors make wiser
investment decisions.

Suresh Kumar (2022) examined the problems and the prospects of mutual funds in India. The
study highlights that the people are good saver but not a good investor. He also revealed that the
investor finds difficulty in investing because of lack of awareness among them and also emphasis
on in adequate governance provision prevails in the economy.

Advantages of Mutual Fund

Mutual fund offers numerous advantages to all the investors. By investing in mutual funds, the
investor are benefited by the low-cost information services. Major benefits of mutual funds are:
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High Returns: From the list of alternatives investments available, the Returns offered by mutual
funds are comparatively better one. People can invest their money in medium to long-term
investmentschemes and may enjoy the higher returns which is generated from investing in a
diversified basket of selected securities.

Low and reasonable Costs: open-end fund is less costlier due to investment made as compared
to other avenues like capital market investment. The terms of fees, the brokerages, custodial fees
and other management fees are substantially under other options and are particularly linked to the
performance of the scheme. Investing in mutual funds gives flexibility with regular investment
plans, regular withdrawal plans and dividend reinvestment plans enabling systematic investment
or withdrawal of funds. Especially, the investors, who could not enter stock markets with low
funds, can get great benefit from a portfolio comprising of high-priced stocks because they're
purchased from pooled funds.

Professional Management: open-end fund portfolio is planned and managed by the highly
experienced and skilled professionals. They work as a team and analyze the performance and
prospects of companies. The entire range of economic sectors, with an objective to pick the
investment plan matches the investor’s risk profile.

Diversification: Diversification can be used as a risk reduction strategy. Investment firm follows
the maxim of “not saving the egg in one basket” this reduces the risk by investing in a different
companies across a broad section of industries andsectors. It reduces the investment risk of a
portfolio because all stocks declines at the identical time and in the same proportion. A small
individual investor gets the advantageof such diversification by buying the units of open-end fund.

Transparency:

It is of utmost importance that mutual funds provide any pertinent information that might be
thought to be helpful to investors, including the makeup of their portfolio, investment pattern,
strategies, outlook, and other information. The regularity of regular investment information
upholds the haughtiness of investors in open-end investment companies and guarantees system
openness.

Liquidity:
The net asset value (NAV) linked pricing are always available for investors in open-ended

investment firm plans to withdraw or redeem their investment. In closed-ended systems, the units
are exchanged for cash at the highest available prices.

. Regulatory control: Investment trusts must adhere to stringent regulatory standards
established by national or state regulatory agencies in order to protect investors'
interests. These regulations require mutual funds to publish operating information for
public consumption and provide necessary information.

. Range of Options: To fulfil the different demands of their investors, mutual funds offer
a range of possibilities. These possibilities come in many fund types, such as income
funds, balanced funds, and growth funds. Sectoral funds, liquid funds, exchange traded
funds, index funds, and funds for gilts etc. An investor can pick the available basket of
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securities and choose the fund that best suits their own needs.
. Accessibility:
From registered brokers or agents, an investor can simply purchase open-end investment
company units with or without the specified sales charges. Even directly from an
investing firm's website, units can be purchased. As a result, investors can access
investment company units from anywhere, regardless of where they are located.

Complications with Mutual Funds

Extended bearish trends and frauds on the Indian stock market eroded investors' interest in stocks
and other securities

. The fall of UTI caused One of the most significant elements of the Indian economic
system is the mutual funds sector. It has now been present for nearly 45 years. It saw
rapid growth over this little time, as well as a similarly rapid decline. Early on in life, it
developed sick. It has experienced observable structural change, quantitative expansion,
qualitative and quantitative decline, and perhaps a rebirth that will put the industry back
on the correct road. The downfall of the financial sector was ascribed to such like

. investors' faith and confidence to be shaken.

. Returns on mutual fund plans that are not appealing. Although the business benefited
briefly from the performance of debt funds, the economy's ongoing decline in interest
rates has once again negatively impacted the industry's progress. Withdrawal of tax
benefits under Section 80M of Income Tax Act

. Second phases results from mutual fund plans
. Crises, scandals, and frauds in abundance.

The mentioned elements are among the main causes of the decline in the mutual fund market and
have contributed to additional defects and setbacks for the sector at various periods in time. The
following analysis looks at the major issues and vulnerabilities facing the Indian mutual fund
sector:

Inadequate Awareness Level

The success of the mutual fund sector depends on investor awareness. The largest dangers to the
mutual fund sector in India are caused by low investor awareness, informational level, and
financial literacy when it comes to directing household savings into mutual funds. Most
contemporary investors don't comprehend the idea, workings, and benefits of investing in mutual
funds. In semi-urban and rural locations, the lack of knowledge of open-end fund products is
particularly common. The majority of people in these locations have trouble telling mutual funds
and direct exchange investments apart.

Regulatory Issues

A strong regulatory framework is essential for any business environment, and the mutual fund
industry in India is no exception. The level of competition in the sector has been steadily
increasing. To pass the test of time, it must play a more active and energetic role. We have
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identified a few gaps in the regulations governing investment firms that will soon be fixed in
order to increase their level of transparency and competition.

Inadequate Disclosure of Investment Policy

Mutual funds are required to have an investment policy in writing. Investment policy connects a
fund manager's daily working tactics with the fund's investment aim. The effectiveness of an
investment strategy depends on how well it is implemented or realised. Investment business
strategies have written their investment policies using harsh and ambiguous wording. These are
written in such a way that the investor might become perplexed. Additionally, because investing
objectives are descriptive in nature, it is challenging to extrapolate generalisations from them. The
offer documents do not include information on the portfolio turnover rates of the plans during the
previous five years.

Low Penetration and Participation

Despite the favourable retail climate and numerous growth potential offered by the Indian
economy, low retail participation is the industry's largest obstacle. This is frequently a result of
current investment managers' mentality, which views institutional money as the simplest way to
acquire a huge chunk of cake in one shot. The availability of tax arbitrage, a large ticket volume
for corporate mutual fund investments in the securities business, and therefore institutional
investors' ease of access in Tier I cities, appear to be significant contributing elements to this
phenomena. The primary emphasis on the retail segment necessitates substantial distribution
capabilities, a broad network, and substantial footprints. It's interesting to note that Asset
Management Companies (AMCs) have only recently started to focus on these factors.

Narrow Products

To meet investor demand, India's mutual fund sector provides a limited range of products. The
Indian mutual fund industry is extraordinarily sluggish to introduce investors to innovative
products, in contrast to the US, UK, and Japan. Different mutual funds are accessible in the US
for the duration of an investor's life. There are almost 10,000 different schemes that cater to
every economic and social demand of investors, whether it's paying for college (College Target
Date Funds), retiring (Retirement Target Date Funds), or buying a house. The event of finances
related with school, marriage, and housing, among other expenses, is required by the products
catering to investors' demands. A variety of ETFs, college savings funds, e-funds, green funds,
socially responsible financial instruments, fund of hedge funds, advanced securities industry
funds, renewable and energy/temperature change funds, rural and concrete development funds,
etc. are still to be introduced by the industry. For investors who are risk averse, the sector does
not offer capital guarantee plans. To access the savings in the rural segment, no suitable
programmes have been established for farmers, small business owners, or merchants.
Additionally, not great is the reorganisation of the product to appeal to the target market.
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Misconduct in Trading

Since mutual funds were established as trusts, they are legally obligated to protect the interests
of their investors. They must be in charge of ensuring that investor interests are properly
safeguarded and that trading in mutual funds complies with legislation. In order to prevent fraud
and straying from insiders' deceitful and manipulative tactics in relation to personal securities
transactions, regulations have been developed. SEBI (Procedure for Holding Enquiry by Enquiry
Officer and Imposing Penalty) Regulations, 2002 place restrictions on mutual funds that engage
in unfair business practises.

Anticipations of Mutual Funds in India

In industrialised nations, mutual funds are a crucial part of the capital market, and they are
increasingly emerging as vibrant institutions in developing economies like India. The
management of small investors' money through mutual funds in India is expected to make them
significant players in the capital market in the upcoming years. When determining the industry's
long-term prospects, the regulatory environment, fund performance, and economic and financial
health of the nation are likely to be key factors. A clear regulatory framework for mutual funds
in India has undoubtedly been established by SEBI. The regulatory framework and supervisory
control are sufficiently robust and effective to protect investors' interests.

Some of these important changes include allowing an upper expense ratio, eliminating internal
expense ratio constraints, crediting exit loads to schemes, charging investors, allowing direct
selling, allowing cash investments in mutual funds, and regulating distributors. With these
actions, the penetration of mutual funds will undoubtedly increase, and the distribution network
will be strengthened in our nation. Since fewer business results in proportionately lower
expenditure ratios, distributors must exert themselves to generate more business. According to
the plan, mutual funds must reveal all the steps they have taken to increase their geographic reach
as well as the specifics of any recent branch openings, especially outside of the top 15 cities.
This action will extend the availability of mutual funds to smaller Indian cities and towns, which
will speed up the industry's growth in the ensuing years. Another phase that includes the
elimination of internal expense ratio constraints may represent a significant shift for AMCs.

Based on the information shown above, we anticipate a very promising future for India's mutual
fund sector. However, it is typically advised that the sector take the appropriate actions with
pertinent legislation including fund governance, punishment, education, distribution, fund
names, and investment policy disclosure provisions in order to become more competitive.
Additionally, in order to boost investors' bravery, their concerns and questions must be
immediately and appropriately addressed. Therefore, it is necessary to check operational costs.
Sound after-sale services are necessary. The goods sold by mutual funds need to be diverse as
well. To fully serve the demands of investors and the economy, various ETF kinds, college
savings plans, e-funds, green funds, socially responsible investment funds, funds of hedge funds,
advanced market funds, renewable energy, and global climate funds must be created. Investment
trust organisations must modernise their capabilities, tools, and methods for price control.
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Conclusion

The analysis of mutual fund issues shows that investor ignorance and rising expenses are the key
issues facing the sector. Retail participation has been quite low as a result. Potential clients in
small cities and rural areas are still untapped by the industry. The Indian mutual fund business is
extraordinarily slow to introduce innovative products compared to the US, UK, and Japan. The
mis selling by distributors essentially cast doubt on the skill, worth, and level of dedication of
fund distributors to investors. We identified confusing descriptions of risk variables and risk-
controlling mechanisms in the offer documents of certain investment firm plans offered by Birla
Sun Life, LIC Nomura, UTI, and Sahara, as well as an absence of portfolio turnover rates A few
of these include the lack of qualifications for trustees and fund managers, the lack of appropriate
laws for distributors, the lack of flexibility in the investing objectives of funds, and the unclear
names and definitions of the products. Other issues with mutual funds include an increase in
investor complaints, trade fraud, inadequate financial literacy, a single linguistic system, secrecy
in papers, and investor herding behaviour. The mutual fund sector in India has developed in a
number of ways, including the total assets added, the products supplied, the quantity of investor
accounts, the number of participants, or the degree of technological advancement. Due to
favourable economic and financial conditions, a supportive regulatory environment, and the fact
that the Indian class has demonstrated tremendous interest in recent years, it is projected that the
industry would expand quickly. The nation's growing saving rate and population of people who
are of retirement age could speed up mutual fund investing even further in the ensuing years.
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