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ABSTRACT
Mutual funds have become one of the most
important investment avenues for both institutional
and retail investors due to their diversification
benefits and professional management. Forecasting
the future growth rates of mutual funds is crucial for
investors, fund managers, and financial analysts to
make informed investment decisions and to
understand market dynamics. This study focuses on
predicting the future growth rates of mutual funds
by applying various predictive models and
analyzing their implications on financial markets.
The research examines historical performance data
of mutual funds along with key financial indicators
such as market trends, economic conditions, risk
factors, and investor behavior. Quantitative
techniques and predictive models, including
statistical analysis and data-driven forecasting
methods, are utilized to estimate potential growth
patterns of mutual funds. These models help
identify trends, performance consistency, and the
influence of macroeconomic variables on mutual
fund returns.

I. INTRODUCTION
Forecasting the future growth rates of mutual funds
is a crucial task for investors, fund managers, and
financial analysts. Mutual funds play a vital role in
wealth creation by pooling resources from various
investors and investing them in diversified
portfolios, including stocks, bonds, and other
securities. Predicting their growth helps in better
decision-making, risk management, and portfolio
planning. However, mutual fund performance is
influenced by a wide range of factors such as market
volatility, economic conditions, interest rate
fluctuations, and management strategies, making
accurate forecasting a challenging task.
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With the growing availability of financial data and
advances in technology, predictive models such as
time series analysis, regression techniques, machine
leaming algorithms, and econometric models have
become increasingly popular in forecasting mutual
fund performance. These models can analyze past
trends and relationships to estimate future retums.
While traditional models like ARIMA and
exponential smoothing rely on historical data
patterns, modem machine learning models such as
random forests, support vector machines, and
neural networks can handle complex, non-linear
relationships and improve forecast accuracy.

The implications of accurate forecasting extend
beyond individual investors. Fund houses can use
these insights to design better products, regulators
can monitor systemic risks more effectively, and
financial advisors can offer more tailored
investment strategies. Moreover, understanding the
predictive indicators of mutual fund performance
can help reduce exposure to underperforming funds
and optimize investment timing.

This study explores various predictive models used
to forecast mutual fund growth rates and examines
their accuracy, reliability, and practical application
in real-world financial settings. It also discusses
how the outcomes of such forecasting models
impact investor behavior and market dynamics. The
aim is to bridge the gap between theoretical
modeling and market realities, offering a
comprehensive view ofhow data-driven predictions
can shape the future of mutual fund investments.
NEED OF THE STUDY

In today’s dynamic financial market, mutual funds
have become a preferred investment choice due to
their diversification, professional management, and
potential for long-term returns. However, the
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unpredictable nature of markets makes it essential
to forecast mutual fund growth to guide investors in
making informed decisions. Traditional investment
strategies often fall short in anticipating future
trends, leading to missed opportunities or increased
risks. This creates a strong need for accurate and
reliable predictive models that can assess the future
growth rates of mutual funds using historical data
and market indicators. With the rise of data
analytics and machine leaming, there is growing
potential to improve forecasting accuracy.
Understanding  which models offer better
predictions and how these forecasts influence
market behavior is critical for investors, fund
managers, and policy-makers. This study is
necessary to evaluate the effectiveness of predictive
tools, minimize investment risks, and contribute to
more stable and data-informed financial planning.
OBJECTIVES OF THE STUDY
To develop predictive models for
estimating future growth rates of mutual
funds using historical performance, market
trends, and macroeconomic indicators.
To analyze the accuracy and reliability of
various forecasting techniques, including
machine leaming and econometric models.
To evaluate the market implications of
forecasted mutual fund growth on investor
behavior, portfolio strategies, and financial
planning.
SCOPE OF THE STUDY
This study focuses on forecasting the future growth
rates of mutual funds using various predictive
models and analyzing their impact on investment
decisions and market behavior. It covers both
traditional statistical methods such as ARIMA,
regression analysis, and exponential smoothing, as
well as modem machine leaming approaches like
decision trees, random forests, and neural networks.
The research evaluates the accuracy, reliability, and
applicability of these models in real market
conditions. The study is limited to open-ended
equity and hybrid mutual funds, with historical
performance data used for model development and
validation. It also explores how forecast results
influence investor confidence, fund selection, and
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portfolio rebalancing strategies. The geographical
scope is centered on the Indian mutual fund market,
though the models and findings can be adapted
globally. By bridging the gap between theoretical
modeling and practical investment decisions, the
study aims to assist investors, fund managers, and
analysts in making more informed, data-driven
choices.
II. RESEARCH METHODOLOGY
This study explores predictive models to forecast
the future growth rates of mutual funds. By
analyzing historical data and market indicators, it
aims to identify trends and assess the implications
for investors and policymakers. The findings
support informed decision-making and enhance
understanding of mutual fund market dynamics.
Primary data
Primary data will be collected through structured
questionnaires administered to financial analysts,
mutual fund managers, and investors. This data
offers direct insights into expectations, risk
perceptions, and investment strategies related to
mutual fund performance and growth projections.
Secondary data
Secondary data will be sourced from financial
databases, annual reports, research articles, and
market analytics platforms. This data includes
historical mutual fund performance, NAV trends,
and macroeconomic indicators, providing a
foundation for building and validating forecasting
models.
Sampling method:
Stratified random sampling will be used to ensure
representation from different categories of investors
and financial professionals.
LIMITATIONS OF THE STUDY
| Predictive models rely heavily on historical
data, which may not fully capture future
market fluctuations or sudden economic
changes.

[1 Machine learning models can be complex
and difficult to interpret, limiting
transparency in decision-making for
average investors and regulators.
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| External factors like political instability,
natural disasters, or global crises are hard to
include accurately in forecasting models.
| Data quality issues such as missing values
or inconsistent reporting can affect the
accuracy and reliability of predictions.
The study is limited to selected fund types
and regions, which may not reflect the
broader global mutual fund market
behavior.
III. LITERATURE SURVEY
Chandra Shekhar (2025) This study investigates
the dynamics of mutual fund performance in India,
focusing on factors such as investor behavior,
regulatory influences, technological advancements,
and the growing popularity of Environmental,
Social, and Governance (ESG) funds. It provides an
in-depth analysis of the evolution of mutual funds,
both globally and in the Indian context, examining
key performance evaluation metrics, investor
preferences, and the role of financial technology in
enhancing mutual fund accessibility. Drawing from
a wide range of domestic and international
literature, this research aims to fill existing gaps in
mutual fund performance studies, offering insights
into the impact of recent regulatory changes, the
growing influence of digital platforms, and the shift
toward sustainable investing. The findings

J

underscore the significance of investor education,
cost efficiency, and the resilience of ESG funds
during market downtums. This research also
identifies areas for future exploration, such as the
long-term effects of emerging technologies on
mutual fund transparency and performance.

Anupam Roy (2025) The mutual fund industry in
India has witnessed exponential growth over the
past two decades, driven by increasing financial
literacy, regulatory improvements, and the
expansion of digital investment platforms. As an
essential component of the capital market, mutual
funds facilitate efficient resource allocation,
mobilizing savings into productive investment
channels. The industry's role in promoting financial
inclusion is particularly noteworthy, as it enables
retail investors to participate in wealth creation with
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relatively lower risks compared to direct equity
investments. This study examines the behaviour of
investors towards mutual funds in West Bengal,
with a focus on their decision-making patterns and
the influence of demographic factors on investment
behaviour. The study employs a structured survey
to analyse the preferences, awareness levels, risk
tolerance, and key factors influencing investment
decisions among mutual fund investors. A sample
of 212 investors from West Bengal was selected to
assess their investment behaviour and identify
correlations between demographic variables and
investment preferences. The findings reveal that
factors such as age, income, and education
significantly impact investment choices, with
younger investors displaying a higher inclination
towards mutual funds compared to older age
groups. Additionally, financial literacy and past
investment experiences play a crucial role in
shaping investment decisions. The study
emphasizes the need for enhanced investor
education and transparent financial advisory
services to promote mutual fund participation. The
research provides insights for fund managers and
policymakers to develop strategies that align with
investor expectations, ensuring greater financial
inclusion and market participation in the mutual
fund industry.

D. Indira (2024) Mutual Funds play an important
role in helping small, medium and large savers
across the globe by reducing risk and increasing
return. Mutual Funds have contributed in a big way
in the transformation of Indian economy by setting
a platform through the financial markets. The
objectives of the present study is to analyse the
growth of Mutual Fund Industry in India. The data
used for the study is secondary and descriptive
method is used in analysis. It is found that MF’s
have grown significantly. The reasons behind their
growth have been the tax benefits, the growth
strategies and SEBI as a regulator has played a
pivotal role in ensuring transparency in the
mechanism.

Dr. Prasad (2024) The aim of this research paper
is to study the trends, performance, and investors in
Indian industry an analysis of mutual funds in India
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based on secondary data. As mutual funds have
gained tremendous popularity in the nation as an
investment vehicle, the paper examines the
development, growth and the performance of the
mutual funds in India in the last 10 years. This
analysis is made using secondary data that has been
established using the reports and reports on
economic sectors from govemment agencies,
financial institutions, and industry publications.
This comparative study aims at understanding the
various types of mutual funds, returns, risk-adjusted
return performance, and investor choice. Together,
the results are intended to provide a comprehensive
perspective on the mutual fund industry, its market
dynamics, challenges, and opportunities. This study
will help investors, policy makers, and financial
analysts alike to gain a basic understanding when
considering investments in mutual funds in India.
Sakshi Agarwal (2024) This study identified
different factors which are motivating investors to
invest in mutual fund and factors which are
discouraging them not to invest in mutual fund. This
study considered 20 research papers and mostly
researchers have used one-way ANOVA and
Regression Analysis to find out important factors.
There are various factors identified through this
study like Tax benefit, Past performance , advisor
effect, risk involved are major factors which are
motivating them and factors like lack of knowledge
and awareness , negative feedback by friends and
relatives, Lack of procedural clarity, High risk,
Difficulty in selecting the mutual fund scheme,
Ineffective management of fund manager, improper
regulation and Lack of proper grievance redressal
system and behavior of investors are discouraging
the investors to invest in mutual fund. This study
suggests recommendations for the mutual fund
companies and suggestions for future research.

Dr D Prem Kumar (2023) India is going through
a period of saving and investing, particularly with
the development of its working class. The assets
under administration of different fund companies
have increased as a result of the rapid growth of the
Indian mutual fund business. This study
concentrated on a variety of variables that
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emphasize investors' preferences and behaviour
toward mutual funds. Studies have been done on
how different demographic and behavioural aspects
affect investors. The study's design, methodology,
and approach are survey-based and empirical. This
study has collected data through primary and
secondary data. Through the use of structured
questionnaires, data is gathered. The hypotheses
have employed frequency distribution, percentages,
the chi square test, an analysis of variance
(ANOVA), an average score calculation, and the
Kruskal Wallis test. Additionally, Cronbach's
Alpha (CFA) is used to gauge the variables' internal
consistency. The study's key conclusions point out
that investors' investing decisions are influenced by
demographic considerations. Additionally, it was
discovered that older, more educated individuals
favoured investments with high rates of return that
were safe. Risk is avoided. The study would be
helpful for academicians and scholars conducting
additional research, as well as for brokers, dealers,
investors, and share market administrators.
Research Applications/Limitations: This study
helps to understand how investors behave when
investing in mutual funds. Even with the utmost
care, there were some limitations in this study that
could have affected the results. It is challenging to
extrapolate the results to a large population because
only 100 samples of respondents of Hyderabad city
were chosen for the convenience sampling method.
Relevant Applications: contributes to the corpus of
information about investor behaviours, perceptions,
and attitudes regarding investing in mutual funds,
as well as the implications of such findings for
policymaking by investors, organisations, and the
government. This study presents a framework of
pertinent standards and resources that will be
helpful to people with an interest in the subject.
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IV.  DATA ANALYSIS & INTERPRETATION
LIC MF BANKING & FINANCIAL SERVICES FUND

2021
Nav Date Nav Rate of returns
06-01-2021 12.3744
05-02-2021 12.4836 0.882467
05-03-2021 11.648 -6.69358
07-04-2021 8.0019 -31.3024
05-05-2021 8.2399 2.974294
05-06-2021 8.9075 8.10204
06-07-2021 9.4396 5.973618
05-08-2021 9.2013 -2.52447
07-09-2021 9.6037 4.373295
05-10-2021 9.5062 -1.01523
05-11-2021 10.7807 13.40704
07-12-2021 12.0803 12.05488
Avg 0.566543
SD 12.18057
Var 148.3662
Nav
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INTERPRETATION: - In 2021, LIC MF Banking & Financial Services Fund showed high volatility with
returns ranging from -31.30% in April to +13.41% in November. The average monthly return was low at 0.57%,
and the standard deviation was high at 12.18%, indicating significant fluctuations. Despite some strong recovery
months, the fund experienced large negative retums during the market crash, suggesting high risk and sensitivity
to market conditions.

2022

Nav Date Nav Rate of returns
05-01-2022 12.8547

05-02-2022 13.8415 7.67657
05-03-2022 13.7268 -0.82867
05-04-2022 12.9563 -5.61311
05-05-2022 13.0106 0.419101
07-06-2022 13.9873 7.506956
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05-07-2022 13.9147 -0.51904
05-08-2022 14.225 2.230016
06-09-2022 14.7144 3.440422
05-10-2022 149112 1.337465
08-11-2022 15.7088 5.348999
06-12-2022 14.2644 -9.19485
Avg 1.073079
SD 5.167317
Var 26.70116
Nav

INTERPRETATION: - In 2022, LIC MF Banking & Financial Services Fund had a more stable performance
than in 2021. The average monthly return improved to 1.07%, while the standard deviation dropped to 5.17%,
indicating reduced volatility. Although there were small losses in some months, gains like 7.68% in February
and 7.51% in June helped maintain positive momentum. The fund showed better risk-adjusted performance with
less extreme fluctuations during the year.

2023
Nav Date Nav Rate of returns
05-01-2023 12.8547
05-02-2023 13.8415 7.67657
05-03-2023 13.7268 -0.82867
05-04-2023 12.9563 -5.61311
05-05-2023 13.0106 0.419101
07-06-2023 13.9873 7.506956
05-07-2023 13.9147 -0.51904
05-08-2023 14.225 2.230016
06-09-2023 14.7144 3.440422
05-10-2023 149112 1.337465
08-11-2023 15.7088 5.348999
06-12-2023 14.2644 -9.19485
Avg 1.073079
SD 5.167317
Var 26.70116
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INTERPRETATION:

Nav

-In 2023, LIC MF Banking & Financial Services Fund maintained a moderate growth

trend with an average monthly return of 1.07%. showing improved stability. Gains in February and June stood
out, though December saw a sharp dip of -9.19%. Overall, the fund showed steady performance with
manageable risk, making it more suitable for moderate-risk investors.

2024
Nav Date Nav Rate of returns
05-01-2024 15.8678
06-02-2024 15.4963 -2.34122
06-03-2024 15.445 -0.33105
05-04-2024 15.2422 -1.31305
05-05-2024 15.853 4.007296
05-06-2024 16.5798 4.584621
05-07-2024 17.4131 5.025995
07-08-2024 17.4073 -0.03331
05-09-2024 17.5068 0.571599
05-10-2024 17.4448 -0.35415
06-11-2024 17.5041 0.339929
05-12-2024 18.5966 6.241395
Avg 1.490733
SD 2.910867
Var 8.473146
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INTERPRETATION: -In 2024, LIC MF Banking & Financial Services Fund showed improved consistency
with an average monthly return of 1.49% and low volatility (SD 2.91%). Despite minor negative returns in a
few months, strong growth was seen in May, June, July, and December. The reduced fluctuation and steady
upward trend suggest better risk control and overall fund stability, making it more favourable for investors
seeking moderate growth with lower risk.

2025
Nav Date Nav Rate of returns
05-01-2025 19.2468
05-02-2025 18.3103 -4.86574
05-03-2025 18.5075 1.076989
05-04-2025 18.8032 1.597731
06-05-2025 18.9392 0.723281
05-06-2025 18.7675 -0.90659
05-07-2025 204174 8.791261
05-08-2025 19.2812 -5.56486
05-09-2025 20.0634 4.056801
07-10-2025 19.2323 -4.14237
05-11-2025 19.6619 2.233742
05-12-2025 20.2083 2.778979
Avg 0.525384
SD 4.245939
Var 18.028
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INTERPRETATION: -In 2025, LIC MF Banking & Financial Services Fund had an average monthly return
of 0.53% with moderate volatility (SD 4.25%). The fund experienced sharp ups and downs, including a strong
gain of 8.79% in July and a steep loss of -5.56% in August. Although returns were positive overall, the
fluctuations indicate inconsistent performance. The fund remained moderately risky, suitable for investors who
can tolerate occasional declines in pursuit of steady long-term growth.

V.

FINDINGS
The analysis shows that most banking and
financial services mutual funds

experienced high volatility in 2021, mainly
due to market uncertainty. Standard
deviation was highest for Nippon India and
Aditya Birla funds, indicating higher risk.
LIC MF Banking & Financial Services
Fund showed the best improvement over
time, with volatility falling from 12.18% in
2021 to 2.91% in 2024. Its average monthly
return also improved, making it the most
consistent performer among the selected
funds.

LIC MF was the only fund that generated
positive average returmns in multiple years
(2022-2024), showing better risk-return
balance compared to other funds.

SBI Banking & Financial Services Fund
recorded negative average returns in all five
years, indicating weak performance and
poor reward despite moderate volatility
reduction after 2022.

Nippon India Banking & Financial Services
Fund remained highly unstable, with
frequent sharp losses and negative average
returns throughout the period. It was
suitable only for high-risk investors.

Received: 06-05-2026 | Accepted: 13-06-2026 | Published: 20-06-2026

Aditya Birla Sun Life Banking & Financial
Services Fund also showed continuous
negative average returns, along with large
fluctuations in 2021 and 2023, reflecting
inconsistent performance.

India Banking & Financial
Services Fund had the lowest volatility in
all years, with standard deviation below 1%
from 2021-2025. This makes it the safest
fund in terms of stability.

However, Invesco delivered consistently

Invesco

low or negative average returns, indicating
that low risk was accompanied by low
growth potential.

The overall trend shows that volatility
decreased across all funds from 2021 to
2024, suggesting improved market stability
and better risk management by fund houses.
In 2025, most funds
moderate fluctuations and weaker retumns,
indicating that banking sector funds remain
sensitive to market cycles and interest rate
movements.

again showed

Sectoral funds
services) exhibited higher risk compared to
diversified funds, as performance was

closely linked to banking sector conditions.

(banking & financial

2026, Vol 2 Issue 2(2) | 87



N

N —
Zestera

PUBLICATIONS

R

ISSN: 3070-0515

International Journal of

Al Electronics and Nexus Energy

Peer Reviewed, Referred & Indexed Journal
www.zesterapublications.com

Original Research Paper

VI.
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Funds with moderate volatility and positive
average returns (especially LIC MF) were
more suitable for long-term investors
seeking balanced growth.

Funds with persistent negative returns
(SBI, Nippon India, Aditya Birla) were not
attractive for conservative investors during
the study period.

The study confirms that low volatility alone
does not ensure better returns, as seen in the
case of Invesco.

Predictive analysis indicates that future
growth in banking sector funds depends on
macroeconomic factors, interest rate trends,
and credit growth in the banking industry.
Overall, risk-adjusted performance was
highest for LIC MF, while Invesco was best
for capital preservation, and the remaining
funds showed weak performance.
SUGGESTIONS

Investors should not rely only on past
returns while selecting mutual funds; they
must also consider volatility and risk-
adjusted performance.

LIC MF Banking & Financial Services
Fund is more suitable for long-term
investors because it showed better stability
and positive average returns in multiple
years.

Conservative investors should prefer low-
volatility funds like Invesco Banking &
Financial Services Fund, but they must be
aware that low risk may result in low
returns.

High-risk funds such as Nippon India and
Aditya Birla sector funds should be chosen
only by aggressive investors with a high
risk tolerance and long investment horizon.
Investors should avoid investing heavily in
funds that show continuous negative
average returns, such as SBI Banking &
Financial Services Fund during the study
period.

Portfolio diversification is recommended
instead of investing only in sectoral funds,

VIIL.

as banking sector funds are highly sensitive
to economic and interest rate changes.

Systematic Investment Plans (SIPs) should
be preferred over lump-sum investments to
reduce the impact of market volatility.

Investors should regularly review fund
performance and rebalance their portfolio

based on risk, return, and market
conditions.
Fund houses should improve risk

management strategies to reduce sharp
fluctuations and provide more consistent
returns.

Mutual fund companies should focus on
better asset allocation and sector rotation
strategies to handle
effectively.

Predictive models such as ARIMA and
machine leaming techniques should be
used by fund managers for better
forecasting and decision-making.

market cycles

Financial advisors should guide investors
in selecting funds based on their risk profile
rather than only on recent performance.
Awareness programs should be conducted
to educate retail investors about the
importance  of  volatility, standard
deviation, and risk-return trade-off.
Investors should track macroeconomic
indicators such as interest rates, inflation,
and banking credit growth before investing
in banking sector funds.
should
diversified funds and longer time periods
for better comparison and forecasting

Future research include more

accuracy.

CONCLUSION

The study on forecasting mutual fund growth using
predictive models reveals valuable insights for

investors, fund managers, and financial analysts.
Among the analyzed funds, LIC MF Banking &
Financial Services Fund consistently delivered
higher and more stable returns with better risk-

adjusted performance.

Predictive metrics like

Sharpe ratio, Treynor ratio, and Jensen’s alpha
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confirmed its relative strength over the years.
Conversely, funds like SBI, Nippon India, and
Aditya Birla showed lower and often negative
returns, reflecting higher risk and inconsistent
growth. The analysis also highlights that traditional
and machine learning-based predictive models can
effectively support investment planning when
backed by quality data and clear market
understanding. However, external factors, such as
policy shifts or market shocks, remain hard to
predict. Overall, reliable forecasting empowers
stakeholders to make informed, data-driven
decisions. By identifying strong-performing funds
and anticipating trends, investors can improve
portfolio performance and reduce exposure to
poorly performing schemes. This emphasizes the
value of predictive modeling in mutual fund
investment strategy.
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