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Abstract: - In this paper we studied about Mutual Funds and its 

types & advantages of mutual funds to the Investors. A mutual 

fund is a professionally-managed investment scheme, usually run 

by an asset management company that brings together a group 

of people and invests their money in stocks, bonds and other 

securities. As an investor, you can buy mutual fund 'units', which 

basically represent your share of holdings in a particular scheme. 

These units can be purchased or redeemed as needed at the 

fund's current net asset value (NAV). These NAVs keep 

fluctuating, according to the fund's holdings. So, each investor 

participates proportionally in the gain or loss of the fund. 

All the mutual funds are registered with SEBI. They function 

within the provisions of strict regulation created to protect the 

interests of the investor. 

The biggest advantage of investing through a mutual fund is that 

it gives small investors access to professionally-managed, 

diversified portfolios of equities, bonds and other securities, 

which would be quite difficult to create with a small amount of 

capital. 
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I. INTRODUCTION 

he first introduction of a mutual fund in India occurred in 

1963, when the Government of India launched Unit Trust 

of India (UTI).UTI enjoyed a monopoly in the Indian mutual 

fund market until 1987, when a host of other government-

controlled Indian financial companies established their own 

funds, including State Bank of India, Canara Bank, and 

Punjab National Bank. This market was made open to private 

players in 1993, as a result of the historic constitutional 

amendments brought forward by the then Congress-led 

government under the existing regime of Liberalization, 

Privatization and Globalization (LPG). The first private sector 

fund to operate in India was Kothari Pioneer, which later 

merged with Franklin Templeton. In 1996, SEBI, the regulator 

of mutual funds in India, formulated the Mutual Fund 

Regulation which is a comprehensive regulatory framework 

II. TYPES OF MUTUAL FUNDS 

There are two key kinds of mutual funds on the basis of the 

constitution of the fund. 

A. Open-ended funds: Open-end mutual fund shares are 

bought and sold on demand at their net asset value, or NAV, 

which is based on the value of the fund's underlying securities 

and is generally calculated at the close of every trading day. 

Investors buy shares directly from a fund. A fund operated by 

an investment company which raises money from 

shareholders and invests in a group of assets, in accordance 

with a stated set of objectives. Open-end funds offer choice, 

liquidity, and convenience, but charge fees and often require a 

minimum investment. also called mutual fund. Open-end 

funds are predominately structured with no specific term to 

the fund’s life. Whereas closed-end funds typically specify a 

life to the fund, which may be extended at the discretion of the 

general partner or with the limited partners’ consent. 

B. Closed end funds: These schemes have fixed maturity 

periods. Investors can buy into these funds during the period 

when these funds are open in the initial issue. Once that 

window closes, such schemes cannot issue new units except in 

case of bonus or rights issues. 

Open-ended schemes can issue and redeem units any time 

during the life of the scheme while close-ended schemes 

cannot issue new units except in case of bonus or rights issue. 

Equity Fund: 

An equity fund is a mutual fund that invests principally in 

stocks. It can be actively or passively (index fund) managed. 

Equity funds are also known as stock funds. Stock mutual 

funds are principally categorized according to company size, 

the investment style of the holdings in the portfolio and 

geography. The size of an equity fund is determined by a 

market capitalization, while the investment style, reflected in 

the fund's stock holdings, is also used to categorize equity 

mutual funds. Equity funds are also categorized by whether 

they are domestic (U.S.) or international. These can be broad 

market, regional or single-country funds. Some specialty 

equity funds target business sectors, such as health care, 

commodities and real estate. 

The attributes that make equity funds most suitable for small 

individual investors are the reduction of risk resulting from a 

fund's portfolio diversification and the relatively small amount 

of capital required to acquire shares of an equity fund. A large 

amount of investment capital would be required for an 

individual investor to achieve a similar degree of risk 

reduction through diversification of a portfolio of direct stock 

holdings. Pooling small investors' capital allows an equity 

fund to diversify effectively without burdening each investor 

with large capital requirements. 

Diversified Funds 

These funds provide you the benefit of diversification by 

investing in companies spread across sectors and market 

capitalisation. They are generally meant for investors who 
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seek exposure across the market and do not want to be 

restricted to any particular sector. 

Sector Funds 

These funds invest primarily in equity shares of companies in 

a particular business sector or industry. While these funds 

may give higher returns, they are riskier as compared to 

diversified funds. Investors need to keep a watch on the 

performance of those sectors/industries and must exit at an 

appropriate time. 

Gilt Funds: 

These schemes primarily invest in government securities. 

Government debt is usually credit-risk free. Hence, the 

investor usually does not have to worry about credit risk. 

Tax Saving Funds 

Tax saving is important, especially when investors can save 

up to Rs. 53,303 in taxes! Section 80C of the Income Tax Act, 

1961 provides options to save tax by reducing the taxable 

income by up to Rs. 1.50 Lakh. But, wealth creation is also 

important. Isn't it? That's why these solutions are ideal for 

investors who would like to create wealth along with tax 

saving. 

 

Money market funds 

A money market fund (also called a money market mutual 

fund) is an open-ended mutual fund that invests in short-term 

debt securities such as US Treasury bills and commercial 

paper.[1] Money market funds are widely (though not 

necessarily accurately) regarded as being as safe as bank 

deposits yet providing a higher yield. Regulated in the United 

States under the Investment Company Act of 1940, money 

market funds are important providers of liquidity to financial 

intermediaries. 

III. CONCLUSION 

In this paper we studied about Mutual Funds and its types & 

advantages of mutual funds to the Investors. The primary 

advantage to a mutual fund is that your investment is pooled 

with those of other investors, and together your investments 

can purchase a diversified set of stocks or bonds. 
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