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Abstract
Investors are preferred to have liquid money rather than having physical money. It is
perceived that mutual funds are considered the most liquid method of holding their funds. There
are many research scholars who have tried to study the performance of mutual funds and also
have analyzed the attitude of investors investing in mutual fund. In this research, I have tried to
identify whether investors have chosen their funds based on liquidity rather than having chosen
them on the basis of the level of safety of mutual funds. Even though there have been various
researchers who have attempted about the study of mutual fund performance and individual
investors preference. Analytical tools such as ANOVA, chi-square, correlation, percentage
analysis have been used to describe the research.
Keywords: - Investors, Mutual Fund, Liquidity, Preference
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INVESTORS’ PREFERENCE TOWARDS MUTUAL FUNDS INVESTMENTS WITH
SPECIAL REFERENCE TO CHENNAI – AN EMPIRICAL STUDY
Abstract:
Investors are preferred to have liquid money rather than having physical money. It is
perceived that mutual funds are considered the most liquid method of holding their funds. There
are many research scholars who have tried to study the performance of mutual funds and also
have analyzed the attitude of investors investing in mutual fund. In this research, I have tried to
identify whether investors have chosen their funds based on liquidity rather than having chosen
them on the basis of the level of safety of mutual funds. Even though there have been various
researchers who have attempted about the study of mutual fund performance and individual
investors preference. Analytical tools such as ANOVA, chi-square, correlation, percentage
analysis have been used to describe the research.
Keywords: - Investors, Mutual Fund, Liquidity, Preference
Introduction:
Today’s Investors are highly concerned about having a highly liquid position. These days
investors, have various investment avenues to save their money.

The various investment

avenues available in these days scenario are namely Recurring Deposit, Fixed Deposit, Post
Office Savings Deposits, National Savings Certificate, Public Provident Fund, Mutual Fund,
Bonds, Government Securities, Insurance policies, etc., The highly liquid way of saving money
is through Mutual Fund where the investors can invest money at any time and can withdraw
money from the fund (Open Ended Fund) with higher return. Mutual Fund Organisations collect
money from individual investors and invest them in a diversified portfolio.
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Review of literature:
It is a matter of concern for the investing community that so far no active research has been
carried out on the evaluation of preference persistency of Indian mutual funds. The researcher
has made a pioneering attempt to evaluate the preference persistency of Indian mutual funds.
Bansal L K (1991) identified that mutual fund like other financial institutions is a potential
intermediary between the prospective investor and the capital market. Mutual fund, as an
investment agency was preferred since 1985-86 due to the benefits of liquidity, safety and
reasonable appreciation assured by the industry. The schemes with assured returns showed
tremendous progress. Majority of the funds floated by commercial banks gave an impression that
the responsibility of funds laid with the respective banks and their investment was secured.
Croson, R., &Gneezy, U. (2009) discussed a number of studies that demonstrated how strongly
and in what direction) social preferences manifest themselves in men and in women. They
included evidence on altruism and inequality aversion from ultimatum and dictator game studies.
They also included evidence on reciprocity from studies using trust and related games. Finally,
they briefly mentioned a large number of older studies using the Prisoners’ Dilemma game and
discussed in more detail various studies using social dilemmas and/or public goods provision
games.
Gangadhar V (1992) identified mutual funds as the prime vehicle for mobilization of household
sectors’ savings as it ensures the triple benefits of steady return, capital appreciation and low
risk. He identified that open-end funds were very popular in India due to its size, economies of

4
www.ssijmar.in

operations and for its liquidity. Investors opted for mutual funds with the expectation of higher
return for a given risk, greater convenience and liquidity.
SahaAsish and Rama Murthy Y Sree (1993-94) identified that return, liquidity, safety and
capital appreciation played a predominant role in the preference of the schemes by investors. The
preference of the households towards shares and debentures was 7 percent by 1989-90. Mutual
funds being an alternative way for direct purchase of stocks should be managed effectively
adopting investment analysis, valuation models, and portfolio management techniques. The
study suggested that, fund managers could adopt portfolio selection techniques to make more
informed judgments rather than making investments on an intuition basis.
Singh, Jaspal and SubhashChander (2003) identified that past record and growth prospects
influenced the choice of scheme. Investors in mutual funds expected repurchase facility, prompt
service and adequate information. Return, portfolio selection and NAV were important criteria’s
for mutual fund appraisal. The ANOVA results indicated that, occupational status; age had
insignificant influence on the choice of scheme. Salaried and retired categories had priority for
past record and safety in their mutual fund investment decisions.
Research Methodology:
Research methodology and the researcher must go hand in hand as such it help the researcher in
arriving at the desirable results for the objectives taken in to account for any type of research. It
instructs the researcher to follow a step by step procedure in carrying out the research. The
research process of this study is to elaborate the research objectives, aim of the study, statistical
techniques, in-depth interview questionnaire technique, data analysis and interpreting, and to
state the findings and scope for further study.
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The Research Objectives For This Study Are As Follows:
 To explain theoretically about the concept of liquidity in mutual funds;
 To study and analyze the impact of various demographic factors on investors’ preference
towards liquidity in mutual fund.
Sample Design:
The survey was conducted during the three months among 150 respondents and convenience
sampling has been used for colleting the sample.
Data Collection Method:
The Primary data was collected by the researcher through Questionnaire. The secondary data was
from Journals, Books, Magazines and few other websites.
Statistical Tools Used:
For measuring various phenomena and analyzing the collected data effectively and efficiently to
draw sound conclusions, the Statistical Package for Social Sciences (SPSS) was used and the
following tools were administered in this study: (a) factor analysis, (b) correlation and (c)
reliability statistics.
Analysis & Results:Reliability Coefficients:
No. of Cases = 150;

Items = 12

Alpha

= 0.778
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Hence, the calculated value of the Cronbach Alpha co-efficient was obtained from SPSS
mentioned above. A commonly accepted rule of thumb for describing internal consistency using
Cronbach's alpha is 0.6. Thus Cronbach’s Alpha co-efficient indicates the results acceptable
(highly reliable and valid).

Testing of Hypothesis: The following hypotheses have been taken for the study of investors’
preference towards liquidity in mutual funds
Anova
Sum of

df

Mean Square

F

Sig.

Squares
Between
3.986

3

1.329

Within Groups

30.761

146

.433

Total

34.747

149

3.341

3

1.114

Within Groups

46.179

146

.650

Total

49.520

149

5.338

3

1.779

39.809

146

.561

3.067

.033

1.712

.172

3.173

.029

Groups
Test - 1

Between
Groups
Test - 2

Between
Test - 3

Groups
Within Groups
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Total

45.147

149

7.246

3

2.415

Within Groups

68.034

146

.958

Total

75.280

149

4.101

3

1.367

Within Groups

61.445

146

.865

Total

65.547

149

4.965

3

1.655

Within Groups

22.822

146

.321

Total

27.787

149

Between
2.521

.065

1.580

.202

5.149

.003

Groups
Test - 4

Between
Groups
Test - 5

Between
Groups
Test - 6

F0.05 = 2.68
Test – 1: Income and Liquidity is Good in the Mutual Fund Investment.
H0 = There is no significant difference between income and Liquidity is good in the mutual
funds investment.
H1 = There is significant difference between income and Liquidity is good in the mutual funds
investment.
Result: The above table shows that correlation between two variables i.e., dependent variables
and independent variable. The calculated “F” value is more than the tabulated value at 5% level
of significance for v1 = 3, and V2 = 149 degrees of freedom. Hence, the null hypothesis is
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rejected and alternative hypothesis is accepted. It reveals that there is a relation between the
income and Liquidity is good in the mutual funds investment.
Test – 2: Income and Liquidity Holding in Mutual Funds is More Popular than Direct
Investments.
H0 = There is no significant difference between income and Liquidity holding in mutual funds is
more popular than direct investments.
H1 = There is significant difference between income and Liquidity holding in mutual funds is
more popular than direct investments.
Result: The above table communicates the result with regarding to the calculated value of “F”
test. The calculated “F” value is less than the tabulated value at 5% level of significance for v 1 =
3, and V2 = 149 degrees of freedom. Hence, the null hypothesis is accepted and alternative
hypothesis is rejected.
Test – 3: Income and Liquidity is Possible for the Securities through Mutual Funds.
H0 = There is no significant difference between income and Liquidity is possible for the
securities through mutual funds.
H1 = There is significant difference between income and Liquidity is possible for the securities
through mutual funds.
Result: The above table reflects the result with regarding to the calculated value of “F” test. The
calculated “F” value is less than the tabulated value at 5% level of significance for v 1 = 3, and V2
= 149 degrees of freedom. Hence, the null hypothesis is rejected and alternative hypothesis is
accepted, there is a significant between the income and liquidity is possible for the security
through mutual funds.
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Test – 4: Income and a Particular Portfolio Can be Liquid in Mutual Funds.
H0 = There is no significant difference between income and a particular portfolio can be liquidity
in the mutual funds.
H1 = There is significant difference between income and a particular portfolio can be liquidity in
the mutual funds.
Result: The above table communicates the result with regarding to the calculated value of “F”
test. The calculated “F” value is less than the tabulated value at 5% level of significance for v 1 =
3, and V2 = 149 degrees of freedom. Hence, the null hypothesis is accepted and alternative
hypothesis is rejected.

Test – 5: Income and Security can be Sold if the Investors are not Interested In Mutual
Fund Investment.
H0 = There is no significant difference between income and Security can be sold if the investors
are not interested in mutual fund investment.
H1 = There is significant difference between income and Security can be sold if the investors are
not interested in mutual fund investment.
Result: The above table reflects the result with regarding to the calculated value of “F” test. The
calculated “F” value is less than the tabulated value at 5% level of significance for v1 = 3, and V2
= 149 degrees of freedom. Hence, the null hypothesis is accepted and alternative hypothesis is
rejected, there is a no significant between the income and Security can be sold if the investors are
not interested in mutual fund investment.
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Test – 6: Income and Open Ended Funds Offer More Liquidity.
H0 = There is no significant difference between income and open ended funds offer more
liquidity.
H1 = There is significant difference between income and open ended funds offer more liquidity.
Result: The above table shows the result with regarding to the calculated value of “F” test. The
calculated “F” value is less than the tabulated value at 5% level of significance for v1 = 3, and V2
= 149 degrees of freedom. Hence, the null hypothesis is rejected and alternative hypothesis is
accepted, there is a significant between the income and open ended funds offer more liquidity.

Chi Square Analysis:
Age

Good

Liquidity Securities Portfolio

Sold

Open Ended

Liquidity

Holding

22.547

65.853b

28.200b

39.507b

27.733c

54.267c

84.413b

3

4

4

4

4

4

4

Asymp. Sig.

.000

.000

.000

.000

.000

.000

.000

T.Val @ 5%

7.81

9.49

T.Val @ 1%

11.3

13.3

Chi-Square
df

Fund
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Inference:
The chi-square test says that the null hypothesis is rejected and hence the alternate hypothesis is
accepted. Age of the respondents has a significant impact on the factors affecting liquidity.
Respondents feel that open ended funds highly affect the investors’ preference towards liquidity.
Whereas, respondents prefer their investment being liquid, they agree that they can sell their
securities when they need funds.
Conclusion:
The research says that both the dependant and independent variables taken to analyse the
investors’ preference on investment in mutual funds correlate with each other. The ANOVA
says that there is certainly no significant association between the two variables namely Income
and Good Liquidity in Investment, Holding in liquidity investment, particular portfolio can be
liquid, Sale of security.

But there is significant association between Income level of the

respondents and investors’ preference over liquidity is possible through mutual funds and open
ended funds offering more liquidity.
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