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Abstract 

Mutual funds in India are not new concepts and have a history of almost five decades. There are many avenues for capital 

preservation and appreciation in the market. It can be like gold, land, fixed deposits, LIC, bonds, etc. But nowadays it can be 

observed that investors are turning towards the mutual fund as it gives an opportunity for investors for better earning in a short 

period of time. Risk is associated with investment decisions. Hence this research paper studies the investor’s perception 

towards mutual funds, factors affecting the selection of mutual funds, and risk tolerance of investors to invest in mutual funds. 

It was a descriptive kind of research where data collection has been made majorly through the primary data as well as literature 

review was conducted on previous research papers and reports. Primary data were analyzed using descriptive statistics tools 

and hypothesis testing was done using the Chi-square test. A Chi-square test was used to identify the association between two 

factors to test the hypothesis. The result shows that a diversified portfolio in investment is the unique feature that attracts the 

respondents to invest in mutual funds. As well as the income of the respondents has a substantial impact on investment 

decisions in mutual funds. 

Key words: Risk tolerance, Diversified portfolio, Investors perception, Return on investment, Preferences, investment avenues 
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Introduction:  

A mutual fund is one of the popular investment avenues available for investors. According to the Association of Mutual funds 

of India, “A mutual fund is a pool of money managed by a professional Fund Manager.” It is a trust where several people or 

investors come together for a common interest and invests a particular amount. This investment is done in equities, bonds, or 

the money market. Profit earned through mutual funds shared among the investors in an equal proportion. Comparing to other 

investment avenues, mutual funds are relative to low costs. It explores that mutual fund is an affordable investment avenue, 

especially for the common man.  Mutual funds are managed by fund managers. While any individual invests in mutual funds 

that means they buy some portion of a mutual fund or they buy the units and therefore investors become a unitholder for that 

mutual fund. Mutual funds require very less trading cost. Fund managers diversify the fund in different stocks, bonds, or 

money market. It reduces the risks of investment and maximizes the profit. A convenience sampling method was used and a 

total of 240 respondents were involved in the survey. Data were analyzed using Microsoft Excel and SPSS. To find out the 

association between the variables mentioned in the hypothesis, the chi-square test was used. The result shows diversified 

portfolio has a greater influence on investment in a mutual fund. As well as risk tolerance of investors increases as the income 

strata increases. Therefore, higher the income higher the risk tolerance while investing in the mutual funds. 

Mutual funds have an old history in India. India’s first mutual fund was started by the Unit Trust of India.  It was initiated in 

the year 1964. Within 60 years mutual funds have grown tremendously. Throughout this journey today mutual fund becomes 

most preferred and safe investment avenue for all the type of customers. The current study is an attempt to understand the 

awareness of mutual funds, perception of the investors towards mutual funds as an alternative for investment, risk tolerance of 

the investors, and factors influencing the investors to invest in the mutual funds. 

Literature review: - 

1. According to Greg B Davies and Peter Brooks (2013)
i
“Risk tolerance is essentially the degree to which someone is 

prepared to trade the chance of failing to achieve some additional but less important goals, for the risk of not achieving some 

more-important ones.” 

2. Mamta & Satish Chandra Ojha (2017)
ii
The study compares the different mutual funds’ performance. The 

researcher studied the different ratios to assess the performance of mutual funds. Those ratios were like sharp ratios and 

Treynor ratios. This performance-based analysis will help the investors in taking rational decisions while doing actual 

investment. 

3. Dhani Shanker Chaubey (2015)
iii

The current paper focuses on the analysis of mutual fund performance over a 

period of one year. The researcher has taken 13 public and private mutual funds and compared them using different methods. 

The study concludes with the risk associated and return received with those mutual funds. The study made a concluding 

remark that in the long run only committed and faithful mutual funds will survive.     

4. Ms. Shalini Goyal (2013)
iv

The entire journey of mutual funds was elaborated by the researcher in the research paper. 

The major finding of the study was those fund managers have the skills that make them able to time the investments whereas 

brokers operated funds are not found in this position. Researchers have suggested that investors should adopt two skills i.e., 

sense of timings and maintaining discipline while investing. 

5. R. Udhayasankar & K. Maran (2018)
v
The perception of the mutual funds investors was the key area studied in the 

research paper. Rate of return, brokerage, and risk in investing were found as the important factors influencing the investors in 
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mutual funds investment. The researcher advised the mutual fund organizations to understand the requirements of the investors 

so that it will help them to sustain in the competition in the long run.     

6. Arathy B, Aswathy A Nair, Anju Sai P*,Pravitha N R (2015)
vi

Mutual fund investors' perceptions and preferences 

were studied through this paper. Samples from two different cities were taken and studied. Analyzing the factors investing was 

another objective considered in the study. The study found that tax benefits, high return, appreciation were the most 

influencing factors for investors. The analysis depicts that expert advice for retail investors has more importance. The research 

found that retail investors gather information about mutual funds from various mediums like brokers, websites, financial 

institutes, etc.  

7. Prof Gauri Prabhu & Dr N.M. Vechalekar
vii

According to the study MIP i.e. monthly income plans give the returns 

monthly as well as it invests majorly in debt instruments hence found more popular among retail investors. The study reveals 

that there is less awareness among investors about the benefits of mutual funds. The demographic analysis found that the age 

group representing young investors like 19 to 35 was found more compare to other age groups. Diversification of portfolios 

and tax benefits were observed as the key factors that attract the investors.  

8. Mamta & Satish Chandra Ojha (2017)
viii

The objective of the study was to study the diversified mutual funds and 

the risk associated with the mutual funds affecting returns. The researcher has used the techniques to assess the performance 

like average ration, sharp ratio, S.D., Beta, and coefficient of determination, etc. The study suggested that investors should not 

consider only returns as a parameter to evaluate the performance of the mutual fund. Fluctuations in the returns incline the 

higher risk in mutual funds. 

Research Gap:- After conducting extensive research, few gaps have been identified. The research gap indicates that there are 

many research papers conducted on mutual funds and their potential to give returns, but the mutual funds were hardly studied 

with its risk tolerance. As well as a diversified portfolio which is a strength of mutual fund is been given little importance in 

many research papers. Therefore, hypothesis was developed based on this unique feature.     

Objectives of current study: - 

Current study was conducted with following objectives. 

1. To understand the different mutual funds and their benefits to retail investors. 

2. To find out the awareness of mutual funds among the retail investors. 

3. To identify the different factors influencing the investors for making investment decision in mutual funds. 

4. To study risk tolerance of the retail investors while investing in mutual funds. 

Hypothesis of current study: - 

H0:- “There is no difference between diversified portfolio and its effect on mutual fund investment” 

H1:- “Diversified portfolio influences to invest in mutual funds.”  

H0:- “There is no difference between Income of the investor and risk tolerance” 

H2:- “Higher the income higher the risk tolerance in mutual fund investment.” 

 

Research Plan:  

Descriptive research design was chosen for conducting the research and obtaining information. Survey approach was utilised 

to collect the data.  

Data collection was done using both the type of data. Primary data was collected through a questionnaire and secondary data 

was collected through different research papers, websites and online reports. 

A structured questionnaire was the instrument for approaching and collecting the information. Convenience sampling was 

used to approach the respondents for data collection. An attempt has been made so sample size will represent the Maharashtra 

state. Total 240 respondents were participated in the research. 

Current study was conducted from May 2019 to January 2020. 

Data analysis:- 

Factors influencing to invest in Mutual funds 

Influencing Factors 

Responses 

Total 
Highly 

Influenced 

Influenced 

enough 

Moderately 

influenced Not influenced 

Not 

influenced at 

all 

High Return 120 14 52 42 12 240 

Diversified Portfolio 160 24 15 27 14 240 

Saving for future 98 34 34 52 22 240 

Tax return 103 22 32 62 21 240 

Regular Income 64 32 52 41 51 240 

Less risk 104 32 20 44 40 240 

 

Above table clearly shows that most influencing factors to invest in mutual funds are Diversified Portfolio (160+24), High 

Return (120+14), Less risk (104+32) and Tax return (103+22). 

Hypothesis I 

H0:- “There is no difference between diversified portfolio and its effect on mutual fund investment” 
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H1:- “Diversified portfolio influences to invest in mutual funds.”  

  Chi-Square Tests 

Diversified 

Portfolio  

  Value 
Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 2.776
a
 .029 

Likelihood Ratio 2.656 .034 

N of Valid Cases 240   

Above statistics shows the chi-square result. Frequency distribution table clearly explores that diversified portfolio was the 

main influencing factor. To test the association between them chi-square test was run. 95% of confidence level and 5% of 

significance was set and results were obtained. From the result it can be inferred that p-value for this association is less than 

0.05 significance level. It does not support the null hypothesis hence alternative hypothesis is accepted. 

Hypothesis 2 

H0:- “There is no difference between Income of the investor and risk tolerance” 

H2:- “Higher the income higher the risk tolerance in mutual fund investment.” 

Mutual fund types and investment preferences 

Income 

Types of Mutual Fund 

Total Equity 

Fund 

Debt 

Funds 
Money Market Funds Balanced or Hybrid funds 

Up to 5 Lakhs 13 14 14 34 75 

5 to 10 Lakhs 42 23 34 27 126 

10 to 15 Lakhs 13 7 9 7 36 

More than 15 Lakhs 3 0 0 0 3 

  71 44 57 68 240 

 

Chi-square test 

Pearson Chi-Square Asymp. Sig. (2-sided) Result 

16.524 0.00375 p≤0.05, Null hypothesis is rejected 

 

Above table explores the information on frequencies of respondent’s preferences for investments. Four types of mutual funds 

are mentioned in the above table. Equity and money market funds are risky and volatile. Looking towards the frequency 

distribution it has been observed that respondents above the income level 5 lakhs tend to invest more in equity and money 

market mutual funds as compare to the income of up to 5 lakhs respondents. Chi-square test was run and association between 

income and risk tolerance was checked. It has been observed from the result that p value (0.00375) is less than significance 

level (0.05). Therefore, null hypothesis is rejected, and alternative hypothesis is accepted. 

 

Findings and Suggestion:- 

From the study following findings and inferences were drawn. 

Respondents are aware about the mutual funds, but they are not having in-depth knowledge about the types of mutual funds. 

Efforts from companies as well as government are necessary to acquaint the people regarding mutual funds. 

There are various influencing factors that influence investors to invest in mutual funds. Tax savings, high return, less risk, 

diversification, saving etc. are the major influencing factors. But as mutual fund allows the investors to diversify their 

investments hence it has been observed that diversify portfolio is one of the main influencing factors. 

Demographic factors like age, gender, occupation and income have the impact onselection of mutual fund. Mutual funds are 

categorised as high return with high risk, moderate returns with moderate risk and less risk with less profit. Study explores that 

income had the major effect on choice of mutual funds for investments. It can be concluded that higher the income, more will 

be the risk tolerance of investors. 

Hereby mutual funds companies are suggested to develop the plan of mutual fund by considering the demographic profile of 

the people. It includes the age, marital status, no. of dependent members in the family. 

 

Conclusion:  

The study concludes that though there is an awareness of mutual funds still there are miles to go in the mutual funds market in 

India. More efforts are suggested to companies to approach the common man. Several factors were determined like age, 

marital status, social status, psychological traits, etc. that effects on investors decision in mutual funds investment. 

Diversification of portfolio and Income are the influencing factors that influence the investors to invest in different types of 

mutual funds. 
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