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Abstract

Mutual funds have become attractive investment option over the last few years. A mutual fund invites the prospective
investors to join the fund by offering various schemes so as to suit to the requirements of categories of investors. The aim of
growth funds is to provide capital appreciation over the medium to long term. Such schemes normally invest a majority of
their corpus in equities. This study aims to analyze the average return and the risk involved in investing in the mutual
Sfunds. BETA value is calculated for all six companies to know whether investment in that company is risky or not. In this
study, risk adjusted methods of Sharpe, Treynor, and Jenson alpha measure have been used for the performance evaluation
of growth and dividend open-ended schemes of equity funds of mutual funds in the mutual fund industry. Yearly return
analysis performed on the sample of equity fund of mutual funds clearly showed that all sample funds earned positive returns
in the excess of the risk free rate of return over the study period. These funds are supposed to be the best investment vehicle for
small investors, but it has observed from the market and other reliable sources that mutual funds have not reached to their
expectations.
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Introduction

Mutual funds have become attractive investment option over the last few years. It is common
knowledge that investing in mutual funds is (or at least should be) better than simply letting your
cash waste away in a savings account, but, for most people, that's where the understanding of funds
ends. Originally mutual funds were meant to allow the common man to get a piece of the market
considering that the common man would be less knowledgeable about financial markets and would
have smaller investments to transact with.

A mutual fund invites the prospective investors to join the fund by offering various schemes so
as to suit to the requirements of categories of investors. The aim of growth funds is to provide
capital appreciation over the medium to long term. Such schemes normally invest a majority of
their corpus in equities. Growth schemes are ideal for investors who have a long-term outlook and
are seeking growth over a period of time. Growth Option: Dividend is not paid-out under a
Growth Option and the investor realizes only the capital appreciation on the investment (by an
increase in NAYV). Statement of the Problem

All investments involve certain element of risk and their risk profile varies according to the
changing degree of returns. The performance of fund of mutual funds has evoked a great deal of
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interest in the academic circle. The common belief in a segment of the academia is that fund of
mutual funds cannot beat the market with their active fund management in contrast to the efficient
market hypothesis. It is extremely critical for the investors to know whether fund of mutual funds
managers are able to deliver better returns there by justifying the management fees they charge. This
evaluation would explain performance of fund of mutual funds risk adjusted returns which are
growth-oriented.

Objectives of the Study

o To evaluate the comparative performance of growth oriented equity Funds of Selected Mutual
Funds Companies in India.

e To measure the risk and return equity oriented growth fund Selected Mutual Funds Companies
in India

Literature Review

Treynor (1965) attempted to suggest portfolio evaluation measure which considered the risk
involved in a portfolio. In his view, managed portfolios carry market risk, that is the aggregate value
of the portfolio is dependent on the market trends. He introduced the concept of ‘beta’ parameter.
According to him, the appropriate measure of portfolio performance is risk premium per unit
‘market risk’ generated by the portfolio. The portfolio performance of Treynor measure is a relative
measure that ranks the funds in terms of market risk and return. This was termed as reward to
volatility ratio. Sharpe (1966) propounded another measure of evaluation of portfolio performance.
He replaced the ‘market risk’ with the ‘total risk’ parameter, that is standard deviation. The portfolio
performance of Sharpe’s measure was ranked in terms of risk and returns. This ratio is also termed
as reward to variability ratio. Comparing the performance of 34 open-ended mutual funds from
1954 to 1963 with Dow-Jones industrial average in terms of the variability ratio, in his study,
Sharpe concluded that only 11 out of 34 funds had posted better performance than market portfolio.
Jensen (1986) another study that caught the attention of researchers over the period was conducted.
He examined 54 open-ended U.S. mutual funds performance for the period from 1945-1964 and
found that the returns of mutual funds before the load fees and after management fees and other
expense were on average of 1% per annum below the benchmark return. S&P 500 Index was used
as the benchmark. The proxy for the risk-free rate of return was taken to the yield on one year U.S.
Treasury Bills. Returns of mutual funds on more than half of the fund were below the benchmark.
McDonald (1974) examined the performance of 123 mutual funds in the USA from the period from
1960 to 1969 using NYSE Index as the market Index. In his study, he found that 54% of the mutual
funds had posted better performance then the market in terms of Treynor’s measure ; where as, only
32% of the funds performed superior to NYSE Index in terms of Sharpe’s measure. Mishra (2001)
examined the performance of mutual funds over the period from 1992 to 1996. The sample size was
24 public sector sponsored mutual funds. The performance was evaluated in terms of the rate of
return, Treynor, Sharpe, and Jensen measures of performance. The study found a dismal
performance of PSU mutual funds in India, in general, during the period from 1992 to 1996. Jagric,
Podobnik, Strasek (2007) analysed the risk adjusted returns, and the study found that Sharpe and
Treynor ratio provided similar ranking if funds were well diversified. The ranking results revealed
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that all analyzed funds outperformed the market SBI 20 on a risk-adjusted basis consisting of weekly
returns from January 1997 December 2003.

Research Methodology

This article analyzes the mutual funds open-ended funds and its growth and dividend funds in
India. This study aims to analyze the average return and the risk involved in investing in the mutual
funds. BETA value is calculated for all six companies to know whether investment in that company
is risky or not. In this study, risk adjusted methods of Sharpe, Treynor, and Jenson alpha measure
have been used for the performance evaluation of growth open-ended schemes of equity funds of
mutual funds in the mutual fund industry. The required data for the study is collected and compiled
from official website of selected Indian Mutual funds companies for the period from 2014-2015 To
2016-2017 which is a reliable and empowered corporate database.

Risk-Adjusted Theoretical Parameters
A. Sharpe Ratio:

William F.Sharpe developed a composite index of portfolio performance in 1966, which is
generally known as the reward to variability ratio (RVAR,). Sharpe measure returns relative to the
total risk of portfolio, where total risk is the standard deviation of the portfolio returns. Sharpe
presumed that small investors put their wealth completely in fund of mutual fund with the prior
expectation of holding premium for total risk. This measure of portfolio performance can be
computed by dividing portfolios average return(risk premium) by its total risk (standard deviation):

Sharpe ratio(SRp) = Average excess return/ total risk = Rp-R¢/,,

Where, SRy Corresponds to the Sharpe’s ratio, R, = Average return on portfolio, Ry = Average
return on risk free assets, , = standard deviation of portfolio returns.

B. Treynor Ratio:

Jack Treynor devised the measure of portfolio performance in 1965, with an objective to
evaluate the excess returns of risk premium per unit of systematic risk (8). This model is called the
reward to volatility ratio (RVOLp), in which the presumed that by holding diversified portfolio, one
can eliminate the unsystematic risk. Treynor ratio can be computed by dividing the average return
by its market risk.

Treynor ratio (TR,) = Average excess return / market return = R,— R¢/ B,

Where, TR, Corresponds to the Treynor ratio, R, = average return on portfolio, Ry = average
return on risk free asset, B, = beta coefficient for portfolio. The TR, for benchmark portfolio is,
TR,= Ry, — R¢/ B,, where (R, — R¢) is average excess market return and B, is beta coefficient for
market returns. If fund’s portfolio provides the highest returns per units of systematic risk — that
implies superior performance or vice-versa.

C. Jonson Model :

Jenson’s model proposes another risk adjusted performance measure. This measure was
developed by Michael Jenson and is sometimes referred to as the differential return method. This
measure involves evaluation of the returns that the fund has generated. The surplus between the two
returns is called alpha, which measure the performance of a fund compared with the actual returns
over the period. Required returns of a fund at a given level of risk can be calculated as:

Using the CAPM model, the expected returns of a portfolio can be calculated as follows:
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ER,) = R¢+ B, (R —R¢)

‘Where,

E R,) = Expected portfolio return,

R¢ = Risk free rate,

R, = Return on market risk,

B, = Systematic risk of the portfolio.
The differential returns are calculated as follows:

a =R,-ER))
Where,

a, = Differential return,

R, = Actual return earned on the portfolio,

ER,) = Expected return.

Thus, a , represents the difference between actual and expected returns. If a , has a positive
value, it indicates that superior return has been earned due to superior management skills. When
a , =0, it indicates natural performance. It means that the portfolio manager has done just as well as
an unmanaged randomly selected portfolio with a buy and hold strategy. A negative value of a ,,
indicates that the portfolio’s performance has been worse than that of the market.

In this study, risk adjusted methods of Sharpe , Treynor, and Jenson alpha measure have been
used for the performance evaluation of growth and dividend open-ended schemes of equity funds of
mutual funds in the mutual fund industry.

Data Analysis and Discussion
Table 1 Risk AND RETURN OF FOR APRIL 1, 2014 TO MARCH 31, 2015 ON GROWTH FUND BETA AND ALPHA

Scheme Name Beta Alpha
IDFC ALL Seasons Bond Fund- Regular Plan(G) 0.705 -0.310
IDFC ASSET Allocation fund of fund-Aggressive P-R (G) 6.89 30.523
Birla Sun Life Asset Allocator Multi Manager FOF Scheme-RP(G) 0.66 0.429
Birla Sun Life financial Planning Fund- Conservative Plan-RP(G) -0.14 0.391
Birla Sun life Financial Planning Fund- Prudent Plan-RP(G) 0.16 -0.267
Franklin India Dynamic PE Ratio FOF(G) 5.285 17.705
Franklin India life stage FOF-20s P(G) 8.805 70.528
Franklin India life stage FOF-30s P(G) 6.435 34.878
Franklin India life stage FOF-40s P(G) 4.985 19.192
Franklin India life stage FOF-50+s P(G) 2.885 5.308
ICICI Prudential Advisor Series Long Term Saving P(G) 5.745 32.115
ICICI Prudential Cautious (G) -5.05 -3.939
ICICI Prudential Moderate(G) 4.735 24.054
ICICI Prudential Very Aggressive(G) 2.97 19.543
IDFC Asset Allocation FOF Conservative PR-P(G) 3.025 5.173
Kotak Asset Allocator Fund(G) 7.52 64.221
Quntum Equity FOF - DP(G) 11.88 156.460

Source: AMFI India

Table II Sharpe, Treynor and Jenson Ratio of the Growth funds Schemes

Sharp Treynor .
Scheme Name Ratio Ratio Jenson Ratio
IDFC ALL Seasons Bond Fund- Regular Plan(G) -3.223 1.418 -12.218
IDFC ASSET Allocation fund of fund-Aggressive P-R (G) 0.597 2.647 -110.948
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Scheme Name ;l:gg Tlré}:il;)r Jenson Ratio
ggl(aG S)un Life Asset Allocator Multi Manager FOF Scheme- 4.662 3.030 -10.3750
Birla Sun Life financial Planning Fund- Conservative Plan-RP(G) -7.782 21.714 -0.4150
Birla Sun life Financial Planning Fund- Prudent Plan-RP(G) 4.940 -8.25 -4.3200
Franklin India Dynamic PE Ratio FOF(G) 0.787 2.639 -85.1438
Franklin India life stage FOF-20s P(G) 0.363 2.913 -139.444
Franklin India life stage FOF-30s P(G) 0.525 2.846 -102.336
Franklin India life stage FOF-40s P(G) 0.721 2.778 -79.6188
Franklin India life stage FOF-50+s P(G) 1.439 2.648 -46.4538
ICICI Prudential Advisor Series Long Term Saving P(G) 0.532 2.978 -90.6088
ICICI Prudential Cautious (G) 2.358 1.839 85.3975
ICICI Prudential Moderate(G) 0.606 3.079 -74.2013
ICICI Prudential Very Aggressive(G) 0.642 4.225 -43.1375
IDFC Asset Allocation FOF Conservative PR-P(G) 1.505 2.575 -48.9288
Kotak Asset Allocator Fund(G) 0.367 3.139 -117.390
Quntum Equity FOF - DP(G) 0.236 3.111 -185.790

Table 1 reveals the fund beta of the selected mutual funds schemes in India from 2014-2015.
The Quntum equity FOF (G) has the higher risk level on selected mutual funds schemes of 11.88
percent and ICICI prudential cautious (G) has the lower risk level of -5.05 percent. its indicating
systematic risk of market index on mutual funds schemes.

The Quntum equity FOF DP (G) has the highest alpha values of 156.40 percent and ICICI
prudential cautious (G) has the lowest alpha values of -3.939 percent. it is indicating the total risk of
the market index.

Table 2 shows that IDFC Asset Management Company: The Sharpe and Treynor ratio
measure IDFC Asset Allocation FOF Conservative PR-P (G) is more reliable fund and IDFC ALL
Seasons Bond Fund- Regular Plan (G) is less profit generated fund. The Jenson Alpha all the Fund
of funds are not giving expected returns. IDFC ALL Seasons Bond Fund- Regular Plan (G) is more
expected fund only.

Birla Sun Life Asset Management Company: The Sharpe and Treynor ratio measure Birla Sun
life Financial Planning Fund- Prudent Plan-RP (G) is more reliable fund and Birla Sun Life
financial Planning Fund- Conservative Plan-RP (G) is less profit generated fund. The Jenson Alpha
all the Fund of funds are not giving expected returns. Birla Sun Life Asset Allocator Multi Manager
FOF Scheme-RP (G) is more unexpected fund.

Franklin Templeton Mutual Fund: The Sharpe ratio measure Franklin India life stage fof-40s P
(G) is more reliable fund The Jenson Alpha all the Fund of funds are not giving expected returns.
Franklin India life stage fof-20s P (G) is more unexpected fund.

ICICI Prudential Asset Management: The Sharpe ratio measure ICICI Prudential Cautious
(G) is more reliable fund. The Treynor measure ICICI Prudential Very Aggressive(G) is more
reliable fund The Jenson Alpha all the Fund of funds are not giving expected returns. ICICI
Prudential Cautious (G) is expected fund.

Kotak Mahindra Mutual Fund: The Sharpe ratio measure Kotak Asset Allocation fund (G) is
more reliable fund. The Treynor measure Kotak Asset Allocation fund (G) on 2014-15 is more
reliable fund and is Kotak Asset Allocation fund (G) less profit making fund. The Jenson Alpha all
the Fund of funds are not giving expected returns.
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Quantum mutual fund: The Sharpe ratio measure Quntum Equity FOF is more reliable fund
and Quntum Equity FOF- DP is less profit generated fund.The Treynor measure

Quntum Equity FOF- DP (G) is more. The Jenson Alpha all the Fund of funds are not giving
expected returns during the study period.

Conclusion

The study evaluated the performance of growth and dividend oriented equity fund of mutual
funds on the basis of risk adjusted methods. The performance of the fund of funds was compared
with the risk-free returns that the investor would gain if invested in a risk-free asset. Yearly return
analysis performed on the sample of equity fund of mutual funds clearly showed that all sample
funds earned positive returns in the excess of the risk free rate of return over the study period .these
funds are supposed to be the best investment vehicle for small investors, but it has observed from the
market and other reliable sources that mutual funds have not reached to their expectations.
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Abstract

Attention to the design and management of organizations is overarching in contemporary writing about business, given
the many organizational governance issues that have arisen in the last few years. Many companies and individuals get into
trouble with the simplified view that choices are governed by either law or free choice. It leads people to mistakenly assume
WKDW LI LW:-V QRW LOOHJDO LW PXVW EH HWKLFDO DV LI Wkt#itdH ZH
and accept moral values as a powerful force for good that can regulate behaviors both inside and outside organizations. As
principles of ethics and social responsibility are more widely recognized companies can use codes of ethics and their corporate
cultures to govern behavior, thereby eliminating the need for additional laws and avoiding the problems of unfettered choice,
The paper deals with the Managerial Ethics and Employees Perception of Private Sector Companies at Vaniyambadi and
Ambur Towns in Vellore District.
Keywords: Management, Ethics, Perceptions, Employees, Private Sector Company.

Introduction of Ethics

Ethics is a philosophical term derived from the Greek word “ethos” meaning character or
custom. Ethics are the principles that will tell us the right thing to do, or what things are worth
doing. Ethics refers to a set of standards governing behavior; it refers to broader-based, value driven
rules.

Ethics — the code of moral principles and values that govern the behaviors of a person or group
with respect to what is right or wrong. Ethics is difficult to define in a precise way. In a general
sense, ethics is the code of moral principles and values that governs the behavior of a person or
group with respect to what is right or wrong. Ethics set standards as to what is good or bad in
conduct and decision making. Ethics deal with internal values that are a part of corporate culture
and shapes decisions concerning social responsibility with respect to the external environment.

Perception

In a highly competitive era of globalization, companies need high performance. According to
Kinlaw (1988), employees "perception is very important, but rarely considered. It is often seen that a
performance appraisal is considered as just a formality and is very boring. This is because the results
of performance appraisal are not often followed by any feedback.

In behavioral studies, there are many experts who define the meaning of the perception.
Perception according to Kotler (1997) is the process through which people in choosing, organizing
and interpreting information in order to form a meaningful picture of the world. According to
Gibson (1996) is the process of person perception in understanding the environment that involves
organizing and interpretation as stimuli in a psychological experience.
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