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Abstract

Mutual funds are very popular among the investment avenues
these days. These are the choice of millions of people because mutual
funds provides steady return with low risk. A large number of schemes
and funds available in the market. This paper is an attempt to find
out the investor acceptability towards mutual funds with the help of
classification (decision tree model). In this paper several factors have
been identified through various reviews of literature. A structured
questionnaire is generated and sent to 500 investors. 428 questionnaires
were found complete and few decision tree model has been generated
on the basis of the data collected. The models were compared and
results have been discussed further. Model 3 based on C50 rule decision
tree with all the variables, shows the highest rating for the performance
measures and depicts that all the variables are important in the decision
of investor acceptability towards mutual funds. The present study
was confined to NCR region of India only.

I. Introduction :

MUTUAL FUNDS ARE among on the best investment avenues these
days .The growth of mutual fund industry is one of the significant growth
in Indian financial sector. Many people invest in the mutual funds. The
reason of investments comprises of many factors including low risk and
steady returns. Understanding investor acceptability towards mutual fund
is very necessary these days. This paper is an attempt to identify the factors
which affects investor acceptability towards mutual fund and to develop
decision tree model for the same.

II. Review of literature
In a study conducted by Sujit and Singh (1996) , it was concluded that
investors invest in mutual fund due to tax concessions. This survey was
done in the north east region of India to understand the behavioural
aspects of the investors.
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In order to interpret the results we have combine few measures in a form
of Tablel.

Table I
Summer of Model Results
Model No Accuracy
Model 1 73.13
Model 2 73.13
Model 3 77.54
Model 4 73.13

Source: Self Computed

As visible from the Table I that Model 1, Model 2 and Model 4 have the
same accuracy. Model 3 has more accuracy. Further we will compare the
precision recall, sensitivity and specificity of the models, we got that Model
3 is the best model.

4.2 Results and Conclusion

As clear from the above data that Model 3 is the best model for the
evaluation of investor acceptability towards mutual funds. When we
consider the rpart tree decision model, there is not much effect of the risk,
return and tax benefit on the acceptability, as visible from the results obtained
from Model 1 and Model 2 and Model 4. Model 3 based on C50 rule decision
tree with all the variables, shows the highest rating for the performance
measures and depicts that all the variables are important in the decision of
investor acceptability towards mutual funds except returns .If we don’t
include the second most variable (risk) of Model 3 in Model 4 (as it depends
on only two variables )then the importance of professional management
will increase. This is clear from the sensitivity and specificity also.

4.2 Limitations of the study

The present study was confined to NCR region of India only. only few
selected factors were included in the study. Personal bias of the respondent
may have some effect on the present study and sample size was 500, which
may not be true representation of the investors investing in mutual funds.
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