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ABSTRACT 

The primary purpose of investing in various financial instruments is to efficiently allocate savings into opportunities provided by the 

Indian financial system, with the aim of achieving attractive returns. Investing serves multiple goals, including preparing for future life 

milestones and protecting against the erosive effects of inflation over time. Wealth creation relies on making wise investment choices 

made today to ensure the successful attainment of tomorrow's life objectives. Among the various investment options available, equity 

mutual funds have been a key instrument that has been accessible in India since 1963. Despite their availability, they have not seen 

widespread participation from individual investors. Given that investing in equity mutual funds involves exposure to market risks, it is 

essential to address and mitigate these risks through a deep understanding of mutual fund investments. Furthermore, as interest rates 

on traditional savings instruments like fixed deposits, recurring deposits, and post office savings have gradually declined over the years, 

investing in equity mutual funds has transformed from being merely an option to becoming a necessity, often due to misconceptions 

and misunderstandings about how mutual funds work. 
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Introduction 

 Investing is a cornerstone of financial planning, serving as a pathway to grow savings, realize future life goals, and combat the 

insidious erosion of purchasing power caused by inflation. It is a strategic endeavor aimed at channeling savings into a diverse array of 

investment options provided by the Indian financial system, all with the overarching goal of achieving superior returns. Within this 

intricate landscape of financial instruments and investment choices, equity mutual funds stand out as a potent instrument for wealth 

creation. While they have been part of the Indian financial ecosystem since as far back as 1963, they have not seen the level of 

enthusiastic participation that their potential merits. This subdued engagement can be largely attributed to persistent misconceptions 

and misunderstandings surrounding mutual funds and their workings. Investing in equity mutual funds involves navigating the ever-

present market risks. Therefore, the key to unlocking their wealth creation potential lies in a deep understanding of the dynamics of 

mutual fund investments. As conventional instruments like fixed deposits, recurring deposits, and post office savings witness 

diminishing interest rates over time, the choice to embrace equity mutual funds has transcended preference; it has become a necessity 

for those looking to preserve and grow their wealth effectively. The critical question for potential investors is often the investment 

horizon – the duration an investor should commit to an equity mutual fund to maximize returns and minimize the probability of losses. 

This study seeks to unravel this essential aspect of mutual fund investing, providing clarity on the ideal investment horizon that can 

negate the possibility of losses and deliver superior returns compared to traditional investment avenues. In the pages that follow, we 

embark on a comprehensive journey through the realm of investment systems in equity mutual funds, aiming to shed light on the 

strategies and approaches that individuals and institutions can employ to harness the full potential of these funds for wealth creation. 

Through in-depth analysis and research, we aim to provide valuable insights that will empower investors, dispel misconceptions, and 

help pave the way for a broader and more informed participation in equity mutual funds as a means to build and preserve wealth. 

Review of the study 

 Sharaz Saleem, et al (2021), in their paper entitled “Determinants of Investment Behavior in Mutual Funds: Evidence 

from Pakistan” concluded that Investor awareness plays a significant role in driving investment decisions when it comes to mutual 
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funds. The level of awareness a potential investor possesses greatly influences their behavior in this context. When investors are well-

informed about mutual funds, a positive correlation can be observed between their awareness and investment behavior. Conversely, if 

investors have limited knowledge or awareness of mutual funds, this correlation tends to be negative. The relationship between Risk 

Perception (RP) and investment behavior is also contingent upon the investor's perception of risk during the investment process. The 

way investors perceive the potential return on their investment can impact their behavior in either a positive or negative manner. This 

outcome is determined by the investor's specific perception of the returns they expect to gain from their investment. 

 Vikrant Vala (2022), in his Synopsis titled “Study on Investors’ Preference for Investment in Equity Mutual Fund through 

Systematic Investment Plan (SIP) during various Equity Market Conditions” observed that Investing in mutual funds involves 

allocating funds between private and government sector instruments. Mutual fund companies should actively promote schemes that 

attract investors to both types of funds. This can be achieved by offering attractive features such as higher returns, a high level of 

transparency, efficient service, effective fund management, and leveraging the mutual fund's reputation when investors are making 

their fund selections. 

 Dr. J. Murthy, et al. (2022), in their paper entitled “Performance Evaluation of Mutual Funds: A Study on Selected Equity 

Mutual Funds in India” concluded that Investors with a moderate level of knowledge are advised to consider mutual fund investments. 

Hence, it becomes essential for both current investors and potential ones to take into account key parameters such as the Sharpe ratio, 

Treynor ratio, beta, and standard deviation. These metrics provide a more comprehensive performance assessment from various angles, 

rather than solely relying on Net Asset Value (NAV) and total return. This approach ensures a more stable and informed evaluation of 

mutual fund performance in the context of India. 

Objectives of the Study 

1. To study on Investment Systems in Equity Mutual Funds in India 

2. To examine the Investment Systems in Equity Mutual Funds as an Instrument for Wealth Creation. 

Methodology 

 The data for study will be collected from various sources like books, journals, magazines, internet sources, etc. In this study we 

collected through journals, magazines, sites etc. 

Investment Systems in Equity Mutual Funds in India 

 Investment systems in equity mutual funds in India encompass various strategies and approaches used by 

investors to participate in the Indian stock market through mutual funds. These investment systems are designed to 

achieve different financial goals, risk tolerance levels, and time horizons. Here are some common investment systems in 

equity mutual funds in India: 

1. SYSTEMATIC INVESTMENT PLAN (SIP): 

Objective: Long-term wealth creation through disciplined investing. 

Approach: Regularly invest a fixed amount at predetermined intervals (e.g., monthly) regardless of market conditions. 

Benefit: Averaging out market volatility and benefiting from the power of compounding over time. 

2. SYSTEMATIC TRANSFER PLAN (STP): 

Objective: Manage risk and market timing while investing in equity funds. 

Approach: Invest a lump sum amount in a debt fund and transfer a fixed sum periodically into an equity fund. 

Benefit: Allows investors to gradually enter the equity market, reducing the impact of market volatility. 

3. LUMP SUM INVESTMENT: 

Objective: Capitalize on investment opportunities by investing a significant amount at once. 

Approach: Invest a lump sum amount in an equity mutual fund in one go. 
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Benefit: Potential for immediate returns, but exposed to market volatility. 

4. TAX-SAVING EQUITY FUNDS (ELSS): 

Objective: Save taxes under Section 80C of the Income Tax Act while investing in equities. 

Approach: Invest in ELSS funds with a lock-in period of three years. 

Benefit: Tax benefits and potential for wealth creation in the long term. 

5. DIVIDEND PAYOUT: 

Objective: Generate regular income from investments. 

Approach: Invest in dividend-paying equity mutual funds, which distribute profits as dividends. 

Benefit: Provides a source of income, but may lead to lower capital appreciation compared to growth options. 

6. GROWTH OPTION: 

Objective: Maximize capital appreciation over the long term. 

Approach: Invest in growth-oriented equity mutual funds where gains are reinvested. 

Benefit: Potential for higher wealth creation through compounding. 

7. SECTOR-SPECIFIC FUNDS: 

Objective: Invest in specific sectors or industries. 

Approach: Target sectors or industries expected to perform well. 

Benefit: May provide concentrated exposure to high-performing sectors but comes with sector-specific risks. 

8. INDEX FUNDS AND ETFS: 

Objective: Mirror the performance of a specific stock market index. 

Approach: Invest in funds that replicate the composition of benchmark indices like the Nifty or Sensex. 

Benefit: Low-cost, passive investment option that tracks market performance. 

9. THEMATIC FUNDS: 

Objective: Invest in themes or trends, such as technology or consumption. 

Approach: Target specific themes or trends expected to grow. 

Benefit: Offers exposure to potentially high-growth areas but carries theme-related risks. 

10. ARBITRAGE FUNDS: 

Objective: Generate risk-free returns by exploiting price differences between cash and derivatives markets. 

Approach: Use arbitrage strategies to profit from market inefficiencies. 

Benefit: Lower risk compared to pure equity funds, as it aims for low volatility returns. 

 Investors in India can choose from these investment systems based on their financial goals, risk tolerance, and investment 

horizon. It's important to consult with a financial advisor and conduct thorough research before selecting the most suitable equity 

mutual fund investment system. Additionally, regular monitoring and adjustments may be necessary to align with changing financial 

objectives and market conditions. 
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The Investment Systems in Equity Mutual Funds as an Instrument for Wealth Creation 

 Investment systems in equity mutual funds serve as powerful instruments for wealth creation when individuals or institutions 

strategically allocate their funds in these vehicles. Here are some investment systems commonly employed to harness the potential of 

equity mutual funds for wealth creation: 

1. SYSTEMATIC INVESTMENT PLAN (SIP): 

Objective: Consistent and disciplined wealth accumulation over time. 

Approach: Invest a fixed amount regularly (e.g., monthly) into an equity mutual fund, regardless of market conditions. 

Benefit: Averages out market volatility, capitalizes on rupee cost averaging, and benefits from compounding over the long term. 

2. LUMP SUM INVESTMENT: 

Objective: Capitalize on investment opportunities or deploy a significant amount at once. 

Approach: Invest a lump sum amount in an equity mutual fund in a single installment. 

Benefit: Potential for immediate returns, especially when timing aligns with market conditions. 

3. DIVIDEND REINVESTMENT PLAN (DRIP): 

Objective: Reinvest dividends to compound wealth. 

Approach: Choose the dividend option in an equity mutual fund, and dividends received are automatically reinvested. 

Benefit: Compounds returns through reinvestment, enhancing long-term wealth creation potential. 

4. GROWTH OPTION: 

Objective: Maximize capital appreciation and wealth creation. 

Approach: Invest in the growth option of equity mutual funds where returns are reinvested. 

Benefit: Achieves compounding of returns, potentially leading to higher wealth accumulation. 

5. BALANCED OR HYBRID FUNDS: 

Objective: Balance risk and return while pursuing wealth creation. 

Approach: Invest in funds that allocate to both equities and fixed-income securities. 

Benefit: Offers diversification and risk management, suitable for conservative investors aiming for stable wealth creation. 

6. ASSET ALLOCATION FUNDS: 

Objective: Optimize asset allocation for long-term wealth growth. 

Approach: Invest in funds that dynamically adjust asset allocation between equities and fixed income based on market conditions. 

Benefit: Adapts to market fluctuations to enhance wealth creation prospects. 

7. SECTORAL AND THEMATIC FUNDS: 

Objective: Target high-growth sectors or themes. 

Approach: Invest in funds focusing on specific sectors or trends expected to perform well. 

Benefit: Provides concentrated exposure to areas with growth potential, though it comes with sector-specific risks. 

8. INDEX FUNDS AND ETFS: 

Objective: Track market performance at a low cost. 



 

5  
 
 

Available at: www.mijcft.com     

 

Article Maayan International Journal of Commerce and Foreign Trade (MIJCFT)  VOL-01 ISS-02 NOV 2023 

Approach: Invest in passive funds that mimic a market index like the Nifty or Sensex. 

Benefit: Low expense ratios, simplicity, and market tracking. 

9. GOAL-BASED INVESTING: 

Objective: Align investments with specific financial goals. 

Approach: Allocate funds differently for short-term and long-term goals, adjusting risk and asset allocation accordingly. 

Benefit: Ensures investments are tailored to achieve desired wealth creation goals. 

10. TAX-SAVING EQUITY FUNDS (ELSS): 

Objective: Save taxes while generating wealth. 

Approach: Invest in ELSS funds with a lock-in period and tax benefits under Section 80C. 

Benefit: Combines wealth creation with tax planning. 

11. REGULAR REVIEW AND REBALANCING: 

Objective: Optimize portfolio performance over time. 

Approach: Periodically review and rebalance the equity mutual fund portfolio based on changing market conditions and financial goals. 

Benefit: Maintains alignment with evolving wealth creation objectives. 

 Choosing the right investment system within equity mutual funds depends on individual financial objectives, risk tolerance, 

and time horizon. Diversification, regular monitoring, and consistent contributions are key elements in leveraging these systems for 

wealth creation. Consulting with a financial advisor can also help tailor strategies to specific wealth creation goals.  

Conclusion 

 In conclusion, the study on "Investment Systems in Equity Mutual Funds as an Instrument for Wealth Creation" has provided 

valuable insights into the strategies and approaches individuals and institutions can employ to harness the potential of equity mutual 

funds for wealth creation. The key findings and conclusions drawn from this study can be summarized as follows: Diverse Investment 

Systems: The study has highlighted a range of investment systems available within the equity mutual fund landscape, each catering to 

different financial goals, risk profiles, and investment horizons. These systems include SIPs, lump sum investments, dividend 

reinvestment plans, growth options, and more. Discipline and Consistency: Systematic investment plans, such as SIPs, have been shown 

to be effective in promoting discipline and consistency in wealth creation efforts. By regularly contributing to mutual funds, investors 

can benefit from rupee cost averaging and the compounding effect over time. Risk Mitigation: The study has emphasized the 

importance of risk management in wealth creation. Different investment systems offer varying levels of risk exposure, and investors can 

tailor their approach to align with their risk tolerance and financial objectives. Diversification: Diversification through hybrid funds, asset 

allocation funds, and sectoral/thematic funds has been highlighted as a strategy for spreading risk and optimizing returns. A well-

diversified portfolio can enhance wealth creation potential. Tax Efficiency: The study has recognized the significance of tax-efficient 

strategies, such as ELSS funds, in combining wealth creation with tax planning. Tax-saving equity funds can help investors optimize their 

tax liability while accumulating wealth. Long-Term Focus: Investment systems that encourage a long-term perspective, such as growth 

options and goal-based investing, have been found to be particularly effective for wealth creation. These approaches enable investors 

to benefit from the power of compounding. Regular Review and Adaptation: The study underscores the importance of regular portfolio 

review and rebalancing to ensure that investments remain aligned with evolving financial goals and market conditions. Customization: 

Wealth creation is not one-size-fits-all, and the study emphasizes the need for investors to customize their investment systems based 

on their unique circumstances and objectives. Professional Guidance: Consulting with a financial advisor or expert can be instrumental 

in selecting the most suitable investment system and ensuring that investment decisions align with long-term wealth creation goals. In 

conclusion, the study affirms that equity mutual funds offer a versatile and effective tool for wealth creation, with various investment 

systems catering to a wide range of investor preferences and needs. The key to successful wealth creation lies in a thoughtful and 

disciplined approach, tailored to individual circumstances, and a long-term perspective that capitalizes on the benefits of compounding. 

 

 



 

6  
 
 

Available at: www.mijcft.com     

 

Article Maayan International Journal of Commerce and Foreign Trade (MIJCFT)  VOL-01 ISS-02 NOV 2023 

References 

[1]. Sharaz Saleem., Faiq Mahmood., Muhammad Usman., Mohsin Bashir., and Rizwan Shabbir. (2021). Determinants of Investment 

Behavior in Mutual Funds: Evidence from Pakistan. Front Psychol. 12: 666007, doi: 10.3389/fpsyg.2021.666007 

[2]. Murthy, J,. Anjaneyulu, M. S. R,. Himresha Bhatt, Dadi Srimanth Kumar. (2022). Performance Evaluation of Mutual Funds: A 

Study On Selected Equity Mutual Funds In India. Journal of Positive School Psychology, 6(9), 1124-1132. 

[3]. S, Nirmal Kumar et al,. (2021). A Study on Role Inclusive Leader in Drioving Performance in Global Organsation (MNCs) in India. 

ComFin Research, 10(3), 1-7. 

[4]. Nedumaran, G, et al,. (2020). Students Awareness of Industrial Linkages among the Universities. Our Heritage, 68. 

[5]. Kanagavalli, G, et al,. (2021). Assessment on the Market Prospective of Freight Forwarding Business with Special Reference to 

Tamilnadu. ComFin Research, 10(2), 24-29. 

[6]. Vikrant Vala. (2022). A Study on Investors’ Preference for Investment in Equity Mutual Fund through Systematic Investment 

Plan (SIP) during various Equity Market Conditions. Synopsis, Gujarat Technological University, Ahmedabad, Gujarat. 

[7]. Arumugam, U, et al,. (2020). Covid-19: Transformation of Edtech in India from Real to Virtual: An Analysis of Issues and 

Challenges by University Students in Tamilnadu. ComFin Research, 10(1), 80-91. 

 

  

 

 

  

 

How to cite this article:   Fejila, Feroze., & Aruna, K. (2023). A study on Investment Systems in Equity Mutual Funds as an Instrument for 

Wealth Creation. Maayan International Journal of Commerce and Foreign Trade, 1(2), 01-06. Retrieved from 

https://mijcf.com/index.php/mijcft/article/view/8 

 

Copyright © 2023 by Maayan International Journal of Commerce and Foreign Trade. This is an Open Access article 

distributed under the terms of the Creative Commons Attribution License (CC BY 4.0) 

(http://creativecommons.org/licenses/by/4.0)     


