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This research is carried out for those loan buyers who want to take risk and earn profit by investing in mutual fund after the

ABSTRACT

tenure of loan completion. Investment pattern of lap amount in mutual fund may be one time or by Systematic Investment
Plan (SIP). For this supposition based analysis, it has been assumed that lap interest rate remains 11.50 %. Rate
of return on mutual fund is considered at 11%, 12%, 13% and 14% which is at minimum risk level. These percentages are
assumed on the bases of past 15 years' record of top ten mutual funds return. 15 years tenure is considered for the study.
From the analysis, it has been concluded that the investment of lap amount in mutual fund remains profitable after the

tenure of loan completion. It has been found that one time investment in mutual funds remains more profitable than the SIP.
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1. Introduction

In present scenario, it is very easy to get a loan. There are
different types of loan like Auto Loans Personal Loans Home
Loans / Mortgages Commercial Vehicles Finance Retail Busi-
ness Banking Credit Cards Loans against Gold 2-Wheeler /
Consumer Durable Loans Construction Equipment Finance
Loans against Securities Agri and Tractor loans Education
Loans, loan against property (LAP) etc. But the person takes
a loan at the time of requirement. He/she never thinks to take
a loan to gain profit by investment. If the person takes a loan
and makes investment by a systematic calculation, he/she can
easily take the profit. One of the best options to invest the
money is to invest in mutual fund. It is the long term invest-
ment process. Loan amount should be invested in different
mutual funds by different pattern. One option is to invest
amount in different mutual fund scheme for one time. And
another option is to invest a surplus amount by Systematic In-
vestment Plan (SIP) in mutual funds. SIP works on the principle
of regular investments. It allows investing in a mutual fund by
making smaller periodic investments (monthly or quarterly) in
place of one-time.

2. Review of Literature

A salaried person prefers mutual funds to invest the savings.
Objective of the scheme, past performance of a research
team, services provided by the company etc. are the most im-
portant factors consider before investing in the mutual fund
(R Vijayalakshmi and R Jayasathya, 2009). Majority of the re-
spondents save money as bank deposits for the safety of an
unpredictable future (C. Sathiyamoorthy and K. Krishnamur-
thy, 2015). Most of the investors relied on past performance
of the mutual funds while making investment in that mutual
fund. Prospectus/newsletters are the most important source
used by the investors while making investment followed by
brokers and sub-brokers. Majority of investors have used abso-
lute return on the mutual fund scheme as the basis for evalu-
ating their performance (Rajesh Kumar and Nitin Goel, 2014).
Funds reputation, withdrawal facilities, brand name, sponsor’s
past performance in terms of risk and return varies among the
investor’s of different age group and investor’s different occu-
pation group (Avani Shah and Narayan Baser, 2012).

3. Problem Statement

A common man always considers any type of loan as a head-
ache because of a large amount as an instalment for a long
term. But, if the loan amount will be invested in mutual fund
for the long term, it will become profitable. A statement
under the study is to analyze how to make profit from LAP
amount by investment in mutual fund?

4. Significance of the Study

This research focuses on the investment of lap amount in mu-
tual fund. The results will be useful to loan buyer to make a
systematic plan. If loan buyer will take lap, the bank will get
more business. So it will be also significant for the bank.

5. Objective of the Study

1. To study how to get profit from by the investment of
loan against property amount in mutual fund.

2. To study more profitable investment pattern in mutual
fund.

6. Hypothesis
H, Investment of loan against property amount in mutual
fund is not profitable.

H, Investment of loan against property amount in mutual
fund is not profitable.

7. Limitations of the Study

1. This research is based on the assumption of minimum
11.00 % rate of return on mutual fund.

2. This research is based on the assumption 11.50 % inter-
est rate (As per nationalize and private banks as on Sep-
tember, 2015) on loan against property.

3.  The risk factor regarding rate of return on mutual fund
does not considered in this study.

4. Inflation rate is not considered.

8. Research Methodology

This study is based on the assumption. For the calculation, av-
erage 11%, 12%, 13% and 14 % rate of return is consid-
ered. These rates are assumed on the bases of general rate
of return of mutual funds for last 15 years. The actual rate of
return is greater than these rates but the researcher consid-
ers lower rate of return at minimum level of risk. As the max-
imum tenure for lap is 15 years, it is considered for the study.

9. Analysis

9.1 Scenario of Loan Amount

This research is based on the assumption. For the study, it is
assumed that the lap interest rate is 11.50 %. Require amount
of home loan is Rs. 10,00,000. Loan tenure is 15 years. In this
situation, the scenario after 15 years will be as follows;

Table No. 1.1 Surplus Amount of Required Home Loan

Particular Rs.
Total Principal Amount 10,00,000
Instalment per Month 11,682
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Total Interest Amount @ 11.50 % per year  |11,02,742

21,02,742

Total Payment Amount

Interpretation

From the table no. 1.2, it has been found that the interest for
twenty years remains Rs. 11,02,742 on principal amount Rs.
10,00,000 which is 110.27 %.

9.2 About Investment Pattern for Surplus Amount of Re-
quired Home Loan

9.2.1 One Time Investment

If the LAP amount Rs. 10,00,000 will be invested for one time
in the different scheme of mutual fund with the assumption
of 11 %, 12 %, 13 % and 14 % rate of return after 15 years,
the scenario will be as follows;

Table No. 1.2 Return and Profit by one-time investment

Particular RS0 Rs. @ 12%| 52 Rs. @ 14%

Investment
Amount
Maturit
Amount
(AAssumptlon)

10,00,000 {10,00,000 {10,00,000 |10,00,000

51,67,989 (59,95,802 |69,55,368 [80,67,508

Total
Payment -B 21,02,742 (21,02,742 {21,02,742121,02,742

Rrofit/Loss = 130,65,247 |38,93,060 [48,52,626 [59,64,766

Interpretation

From the table no. 1.3, it has been found that the loan buy-
er will get Rs. 51,67,989 (516.80% on principal amount) at
11% on hand after 15 years whereas this amount will remain
Rs. 80,67,508 (806.75% on principal amount) at the rate of
14%. It remains Rs. 59,95,802 and 69,55,368 at 12% and
13% respectively. It has been found that at every level of rate
of return, the profit will obtain after 15 years. At 11% rate
of return, the profit will be Rs. 30,65,247 which is 306.52%
on principal amount. Whereas it remains Rs. 59,64,766 at
14% rate of return which is 596.485 on principal amount. It
means that lap amount which is invested for one time in mu-
tual fund will remain profitable after the tenure of home loan
completion.

9.2.2 Investment by Systematic Investment Plan (SIP)

If lap amount Rs. 10,00,00 will be invested by SIP of Rs.
5,500 around (Rs. 10,00,000 + 15 years + 12 months) for
15 years in the different scheme of mutual fund with the as-
sumption of 11 %, 12 %, 13 % and 14 % rate of return for
15 years, the situation will be different. Here, it is assumed
that whole amount (10,00,000) is kept in the savings account.
It is not invested elsewhere. SIP is made from the same ac-
count. The return of savings account is considered at 4% in-
terest rate per year. The scenario will be as follows;

Table No. 1.3 Return and Profit on Investment by System-
atic Investment Plan (SIP)

Rs. @ Rs. @
1% 12%

Particular Rs. @ 13% $Z°@

o

Investment
Amount
(2015)

Maturit
Amount
(AAssumptlon)

10,00,000 {10,00,000{10,00,000 |10,00,000

25,75,397 |28,35,128|31,25,802 |34,51,370

4% Interest
plus principal
Amount
from savings |4,26,524 |4,26,524 |4,26,524
Account after
15 years
(*Annexure)-B

4,26,524

Total Maturity
,BAmoCunt—A+ 30,01,921|32,61,652|35,52,326 |38,77,894

Total Payment
G015 VDM 21,02,742 (21,02,742(21,02,742 |21,02,742

Benefit = 199,179 |11,58,910(14,49,584 |17,75,152

Interpretation

From the table no. 1.6, it has been found that the lap buyer
will get Rs. 30,01,921 at 11% on hand after 15 years whereas
this amount will remain Rs. 38,77,894at the rate of 14%. It
has been found that at every level of rate of return, the profit
will obtain after 15 years. At 11% rate of return, the profit
will be Rs. 8,99,179 which is 89.92% on principal amount.
Whereas it remains Rs. 17,75,152 at 14% rate of return
which is 177.51% on principal amount. It means that LAP
amount which invested by SIP will also be profitable after the
tenure of time.

10. Conclusion and Suggestion

From the analysis of supposition data, it has been conclud-
ed that lap amount which is invested for one time in mutual
fund will remain more profitable than the investment by sip
after tenure of loan completion. It has been found that lap
buyer will get an unbelievable amount on hand worth Rs.
51,67,989, Rs. 59,95,802, Rs. 69,55,368and Rs. 80,67,508
at 1%, 12%, 13% and 14% rate of return respectively. The
reason behind this amount is that there is a reducing interest
rate on loan. On the other hand, the rate of return on mutu-
al fund is compounded. It implies that the loan amount will
be decreased year by year whereas the investment amount in
mutual fund will be increased year by year. The person who
wants to take risk should go for the lap. But the main condi-
tion is that he/she has to invest this amount in mutual and not
to spend.

* Annexure
Table No. 1.4 Calculation of 4% Interest plus principal
amount from savings account after 15 years

Year Sﬁgﬂi&g Imn\éﬁzi- Difference |Interest gélltl)as;]ncge
O il S R S
01 [1000000 (66000 |934000 (37360 971360
02 (971360 |66000 |905360 (36214 941574
03 (941574 |66000 |875574 (35023 910597
04 (910597 |66000 |844597 (33784 878381
05 |[878381 |[66000 (812381 32495 844877
06 [844877 |66000 |778877 (31155 810032
07 (810032 (66000 |744032 (29761 773793
08 [773793 |66000 |707793 (28312 736105
09 [736105 |[66000 |670105 (26804 696909
10 [696909 (66000 |630909 (25236 656145
11 [656145 (66000 |590145 (23606 613751
12 |613751 |66000 |547751 21910 569661
13 |569661 |66000 |503661 20146 523807
14 1523807 (66000 (457807 18312 476120
15 (476120 (66000 |410120 [16405 426524
*Rs. 5500 x 12 months
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