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IR dymace The rapid growth of the Information Technology (IT) sector has significantly influenced
Funds, Risk- investment patterns in the Indian mutual fund industry, leading to increased investor interest in IT
Adjusted sector mutual funds. However, sectoral funds are often associated with higher volatility, making
Performance, risk-adjusted performance evaluation essential for informed investment decisions. This study aims
Portfolio to analyze the risk-adjusted performance of selected IT sector mutual funds in India over a ten-year
Performance, period. The study is based on secondary data collected from AMFI, official websites of asset
Sharpe’s Ratio, management companies and stock exchange databases. The statistical measures such as average
e e returns, standard deviation and beta are used to assess return and risk, while Sharpe Ratio, Treynor
Jensen’s Alpha, Ratio and Jensen’s Alpha are employed to evaluate risk-adjusted performance. The performance
Standard of selected IT mutual funds is compared with the benchmark IT index to determine their relative
Deviation, Beta, efficiency. The findings reveal that IT sector mutual funds offer attractive return potential their
Rl a performance varies significantly after adjusting for risk. The study provides valuable insights for
investors, fund managers, and researchers in understanding the performance dynamics of IT sector
mutual funds in India.

1. INTRODUCTION

The Indian mutual fund industry has witnessed substantial growth over the past two decades, driven by rising investor
awareness, digital penetration, regulatory reforms by SEBI and the expanding role of capital markets in economic
development. Among the various sectoral mutual fund schemes, Information Technology (IT) sector mutual funds have
gained significant prominence due to India’s global leadership in software services, digital transformation, cloud
computing, artificial intelligence, and outsourcing activities. The consistent contribution of the IT sector to India’s GDP,
exports and employment generation has made IT-focused investments attractive to both domestic and foreign investors.

IT sector mutual funds primarily invest in equities of companies engaged in software services, IT consulting, digital
solutions, and related technology-driven businesses. While these funds offer the potential for superior returns during
technology-led market expansions, they are also exposed to sector-specific risks such as global demand fluctuations,
currency volatility, regulatory changes and rapid technological disruptions.

The risk-adjusted performance evaluation becomes crucial. Risk-adjusted measures assess how efficiently a mutual fund
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generates returns relative to the risk undertaken. Measures such as the Sharpe Ratio, Treynor Ratio and Jensen’s Alpha
enable investors to compare fund performance after adjusting for total risk, systematic risk and market expectations,
respectively. These measures are widely used in empirical finance research to evaluate fund managers’ skill and portfolio
efficiency. Despite the growing significance of sectoral mutual funds, especially those focused on the IT sector, empirical
research examining their risk-adjusted performance within the Indian mutual fund industry remains limited. Prior studies
predominantly emphasize diversified equity and tax-saving mutual funds, thereby leaving a gap in sector-specific
performance evaluation. This study aims to bridge this gap by evaluating the risk-adjusted performance of selected IT
sector mutual funds in India, providing valuable insights for investors and fund managers

2. LITERATURE REVIEW

The literature suggests many different ways to measure performance and reports varied empirical results. This can be seen
in studies by Sharpe (1966), Jensen (1968), Elton et al. (1987), Carhart (1997), Gupta (2002), Bhandari (2008) and Chopra
(2011). Overall, the main conclusion from extensive financial research is that most mutual funds have not been able to
outperform the benchmark indices they are compared with. Most performance measurement methods are based on the risk
return framework and rely on the capital asset pricing model (CAPM). These methods assume that a fund’s investment
behavior can be explained by a single market index. Along with the traditional performance measures developed by Sharpe
(1966), Treynor (1965) and Jensen (1968), many new performance measurement techniques have also been introduced
over time. Many funds that call themselves “value” funds do not actually invest in companies with high book-to-market
(BM) ratios, even though this is a key feature of value investing. Instead, many value funds hold a large number of growth
stocks (stocks with low BM ratios). Because of this, it becomes difficult to clearly separate value funds from growth funds
(Lettau, Ludvigson, & Manoel, 2018). Most mutual funds, regardless of their names, mainly invest in large-cap companies
(Lettau, Ludvigson, & Manoel, 2018). As a result, value funds and growth funds often look very similar in terms of their
characteristics. Research by Baroody (2017) shows that value funds do not always perform well. Some studies find that
value funds perform worse than passive benchmark indices. For several consecutive years, they produced negative
abnormal returns of around 2.7% (Davis, 2001). Even though research suggests that value and small-cap funds usually
perform better than growth and large-cap funds, value funds still fail to outperform top-performing growth and small-cap
funds (De Mingo-Lopez, Matallin-Saez & Soler-Dominguez, 2020). However, some funds are able to perform better in
certain markets by using strong quality and value indicators to select assets (Garcia, Gonzalez, & Santomil, 2021). Value
investing is known for its potential to generate high returns, but mutual funds do not always apply value investing strategies
properly. Many investors want to understand what this category actually represents and what fund managers aim to achieve
(Lettau, Ludvigson, & Manoel, 2018). In some situations, value and passive investment strategies have been profitable,
partly because they have lower costs (Endometriosis; Treatment, 2014) compared to active or growth strategies (Kileta &
Onsomu, 2021). Value -based mutual funds do not always follow the same rules as traditional value investing, which may
explain differences in their performance. Some studies show that value-based strategies can be successful, especially when
combined with strong value indicators. However, many value funds do not outperform passive benchmark indices, and
their portfolios are often structured similarly to growth funds. Therefore, investors should not rely only on a fund’s name.
They should carefully examine the fund’s holdings and investment strategy. Many studies have analyzed the performance
of value mutual funds across global markets, but existing research shows ongoing uncertainty about whether these funds
truly follow value investing principles and whether they perform better than other types of funds (Baumgart et al., 2015).
Equity-oriented Fund of Funds (FoFs) in India underperformed the BSE 100 index and the risk-free rate during 2007—-2014,
with consistently negative Sharpe, Treynor, and Jensen’s alpha values, mainly due to the double-layer fee structure, Gowri
and Deo (2016) however strong risk-adjusted performance for nearly 90% of Indian mutual fund schemes during 2013—
2016, particularly ELSS, small- and mid-cap equity funds, and short-term debt funds, while large-cap and diversified equity
funds performed relatively weaker, Agarwal and Mirza (2017) in addition strong consistency among Sharpe, Treynor, and
Jensen’s alpha in evaluating Indian value mutual funds, highlighting the importance of using multiple risk-adjusted
measures together, Majumder, Das, and Mallick (2025) Similarly, found that most Pakistani equity mutual funds failed to
outperform the market on a risk-adjusted basis, supporting the Efficient Market Hypothesis, Ali et al. (2021) while equity
mutual fund performance in India shows mixed results and is influenced by fund characteristics, market conditions, and
investment horizons, Safiuddin and Hasan (2022).

3. OBJECTIVES OF THE STUDY

To examine the return performance of selected IT sector mutual funds.

To measure the risk associated with IT sector mutual funds.

To evaluate the risk-adjusted performance of selected IT mutual funds.

To identify and rank the best-performing IT sector mutual funds based on risk-adjusted measures.

4. RESEARCH METHODOLOGY
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The current study is descriptive and analytical in nature and is based on empirical data. It aims to evaluate the performance
of selected IT sector mutual funds in India by applying various risk-adjusted performance measures.

Research Design

The study follows a descriptive and analytical research design. Descriptive research is used to describe the return and risk
of selected IT sector mutual funds. Analytical research is employed to evaluate and compare the risk-adjusted performance
of mutual fund schemes using established financial models such as Sharpe’s Ratio, Treynor’s Ratio and Jensen’s Alpha
for the period of ten years from April 2016 to March 2025.

Source of Data Collection

The study is based on secondary data. Daily Net Asset Value (NAV) data of selected IT sector mutual fund schemes have
collected from the official website of Association of Mutual Funds in India (AMFI). The Benchmark index data has
obtained from the National Stock Exchange (NSE) and Bombay Stock Exchange (BSE). The risk-free rate has represented
by the RBI published 91-day Treasury Bill yield.

Sample Size

The sample consists of five IT sector mutual fund schemes selected for analysis. The schemes were chosen using the
purposive sampling method based on the criteria of continuous daily NAV availability and significant Assets Under
Management (AUM). The selected schemes include Aditya Birla Sun Life Digital India Fund, SBI Technology
Opportunities Fund, Franklin India Technology Fund, Tata Digital India Fund and ICICI Prudential Technology Fund.

Tools for Data Analysis

The data has analyzed using appropriate financial and statistical tools to evaluate risk and return using SPSS and risk-
adjusted performance of mutual fund schemes using Sharpe’s Ratio, Treynor’s Ratio and Jensen’s Alpha.

4.4.1 Statistical tools for risk and return evaluation

Return: Measures the average return generated by mutual fund schemes over the study period. Formula to calculate return
on mutual fund (Rp) = (Current NAV - Beginning NAV) / Beginning NAV * 100.

Standard Deviation: It measures the total risk of a mutual fund by capturing fluctuations in returns around the mean. A
higher standard deviation indicates greater volatility and higher risk. Formula to calculate Standard Deviation (o) =

VERp— R p/n
Beta (P): It measures systematic risk relative to the benchmark index. A beta greater than one indicates higher volatility
than the market, while a beta less than one indicates lower market risk. Formula to calculate Beta() = Cov

(Rp,Rm)/Var (Ry)
4.4.2. Risk-Adjusted Performance Measures

Sharpe’s Ratio: It evaluates a mutual fund’s excess return per unit of total risk. A higher Sharpe Ratio indicates superior
risk-adjusted performance. Formula to calculate Sharpe’s ratio = (Portfolio Return - Risk-Free Rate) / Standard Deviation
(Rp=Rp)

Op

Sharpe’s Ratio =

Treynor’s Ratio: It measures excess return per unit of systematic risk and assumes that the portfolio is well diversified.
Treynor Ratio = (Portfolio Return - Risk-Free Rate) / Beta of Portfolio.

(By=Rp)
Bp
Jensen’s Alpha: It measures the abnormal return generated by a mutual fund over the return predicted by the Capital
Asset Pricing Model (CAPM).
Jensen’s Alpha = R, — [Rf + B, (R — Ry)]

A positive alpha indicates superior fund manager performance, while a negative alpha suggests underperformance
relative to the benchmark.

Treynor’s Ratio =

Data Analysis and Results
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Table 1: Annualized return of selected IT mutual funds (in percentage)

Average
Name of Funds 2020-21| 2021-22 | 2022-23 | 2023-24| 2024- 25 Return
ABSL Digital India Fund 85.913 | 38.250 -15.904 | 30.095 | 5.289 28.729
Franklin India Technology Fund 75.799 | 20.962 -12.313 45.675 7.490 27.523
ICICI Prudential Technology Fund 93.234 | 42.805 -20.091 28.369 11.375 31.139
SBI Technology Opportunity Fund 73.340 | 39.510 -10.543 25.471 14.395 28.435
Tata Digital India Fund 82.682 | 42.498 -18.781 | 32586 | 9.343 29.666
BSE Teck TRI 71.633 | 31.039 -21.861 | 25.693 | 6.834 22.667

From the above table 1, the annualized returns of the selected IT mutual funds show significant fluctuations during the
period from 2020-21 to 2024-25. During 2020-21, all funds recorded exceptionally high returns due to strong post-
pandemic recovery and increased demand for digital and technology services. In 2021-22, returns moderated but remained
positive, indicating continued growth with some market correction. However, in 2022-23, all funds and the BSE Teck
TRI reported negative returns, indicating a sector-wide decline due to global economic uncertainty, inflation and weak
performance of technology stocks. Performance improved again during 2023-24, while returns in 2024-25 moderated,
indicating stabilization in the IT sector. Based on the average return, the ICICI Prudential Technology Fund emerged as
the best performer (31.14%), followed by the Tata Digital India Fund (29.67%) and the ABSL Digital India Fund (28.73%).
The BSE Teck TRI recorded the lowest average return (22.67%), indicating that most actively managed IT mutual funds
outperformed their benchmark during the study period.

Table 2: Annualized Standard Deviation (risk) of selected IT mutual funds

Name of Funds 2020-21| 2021-22 | 2022-23 | 2023-24 | 2024-25 A"gg"ge
ABSL Digital India Fund 20.464 | 17.711 19335 | 14957 | 16825 | 17.858
Franklin India Technology Fund 19.234 | 15.092 17.448 13.523 15.208 16.101
ICICI Prudential Technology Fund 22.616 | 17.481 18009 | 14.910 | 16456 | 18.074
SBI Technology Opportunity Fund 20.778 | 15.741 18725 | 13.869 | 15162 | 16.855
Tata Digital India Fund 23.406 | 17.923 19420 | 15315 | 18.088 | 18.831
BSE Teck TRI 24103 | 17.776 19.856 | 16167 | 17.301 | 19.040

From the above table 2, the annualized standard deviation indicates the level of risk or volatility associated with the
selected IT mutual funds during the period from 2020-21 to 2024-25. Overall, the results indicate that IT sector funds faced
relatively high risk but that risk has gradually moderated over time. The Franklin India Technology Fund shows the
lowest average risk (16.10%), suggesting comparatively more stable returns over the study period. SBI Technology
Opportunity Fund and ABSL Digital India Fund also display moderate risk levels with average standard deviations of
16.86% and 17.86% respectively. In contrast, Tata Digital India Fund (18.83%) and ICICI Prudential Technology Fund
(18.07%) exhibit higher volatility, indicating high fluctuations in returns. The BSE Teck TRI has the highest average
standard deviation (19.04%), represents overall market-level risk in the IT sector.
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Table 3: Risk-adjusted performance of selected I'T mutual funds using Sharpe’s ratio

Return Risk-free rate | Standard Sharpe's Ranking of
Name of Funds %) (%) Deviation Ratio Sharpe’s
° (%) Ratio
ABSL Digital India Fund 28.729 6.510 17.858 1.244 4
Franklin  India Technology Fund 27.523 6.510 16.101 1.305 2
ICICI Prudential Technology Fund 31.139 6.510 18.074 1.363 1
SBI Technology Opportunity Fund 28.435 6.510 16.855 1.301 3
Tata Digital India Fund 29.666 6.510 18.831 1.230 5

From the above table 3, the risk-adjusted performance of the selected IT mutual funds has been evaluated using Sharpe’s
Ratio, which measures the return earned per unit of risk taken above the risk-free rate. The analysis shows that all the
selected IT mutual funds delivered positive risk-adjusted returns during the period from 2020-21 to 2024-25. The ICICI
Prudential Technology Fund ranked first with the highest Sharpe’s ratio (1.363), indicating superior returns for each unit
of risk taken. This was followed by Franklin India Technology Fund (1.305) and SBI Technology Opportunity Fund
(1.301), reflecting efficient risk management and stable performance. ABSL Digital India Fund (1.244) and Tata Digital
India Fund (1.230) recorded comparatively lower Sharpe’s ratios, suggesting relatively less efficient risk-adjusted
performance despite good returns. Overall, the results indicate that the ICICI Prudential Technology Fund performed
best on a risk-adjusted basis, while all funds demonstrated acceptable performance above the risk-free rate.

Table 4: Risk-adjusted performance of selected IT mutual funds using Treynor’s ratio

Name of Funds Return Risk-free Beta Treyn_or's Ranking’of
(9%6) Rate (%0) (Bp) Ratio Treynor’s
Ratio

ABSL Digital India Fund 28.729 6.510 0.810 27.430 4
Franklin India Technology Fund 27.523 6.510 0.700 30.018 3
ICICI Prudential Technology Fund 31.139 6.510 0.810 30.406 2
SBI Technology Opportunity Fund 28.435 6.510 0.720 30.451 1
Tata Digital India Fund 29.666 6.510 0.850 27.242 5

From the above table 4, the risk-adjusted performance of the selected IT mutual funds has been evaluated using
Treynor’s Ratio, which measures returns earned in excess of the risk-free rate per unit of systematic risk (beta). The
SBI Technology Opportunity Fund ranked first with the highest Treynor’s Ratio of 30.451, indicating that it provided
the highest return per unit of market risk, followed by ICICI Prudential Technology Fund (30.406) and Franklin India
Technology Fund (30.018), ranking second and third respectively. On the other hand, Tata Digital India Fund and ABSL
Digital India Fund recorded lower Treynor’s Ratios of 27.242 and 27.430. These results shows that all funds generated
positive returns above the risk-free rate, SBI Technology Opportunity Fund was the most efficient in converting market
risk into excess returns, whereas Tata Digital India Fund and ABSL Digital India Fund were relatively less efficient on
a risk-adjusted basis.
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Table 5: Risk-adjusted performance of selected IT mutual funds using Jensen’s Alpha

Return Risk- Beta Market Jensen's Ranking of
Name of Funds (%) free (Bp) Return Alpha | yensen’s
Rate (%) (Rm) Alpha
(%)
ABSL Digital India Fund 28.729 6.510 0.810 22.667 9.132 5
Franklin India Technology Fund 27.523 6.510 0.700 22.667 9.703 3
ICICI Prudential Technology Fund 31.139 6.510 0.810 22.667 11.541 1
SBI Technology Opportunity Fund 28.435 6.510 0.720 22.667 10.291 2
Tata Digital India Fund 29.666 6.510 0.850 22.667 9.422 4

From the above table 5, the risk-adjusted performance of the selected IT mutual funds has been evaluated using Jensen’s
Alpha, which shows how much return a fund generates over its expected return based on its total risk (beta). The ICICI
Prudential Technology Fund ranked first with the highest Jensen’s Alpha of 11.541, indicating it provided the highest
excess return relative to its total risk. It is followed by SBI Technology Opportunity Fund with an alpha of 10.291, and
Franklin India Technology Fund with 9.703, showing strong risk-adjusted performance. Tata Digital India Fund and
ABSL Digital India Fund had lower alphas of 9.422 and 9.132. Overall, all the selected funds generated positive Jensen’s
Alpha, meaning they outperformed their expected returns after adjusting for market risk.

5. CONCLUSION

The present study on risk-adjusted performance analysis of selected IT sector mutual funds has shown better performance
in terms of returns, risk and risk-adjusted measures. The returns of all the funds are substantially higher than the risk- free
rate indicating better performance during the study. In terms of risk, beta values of all schemes are less than 1 are showing
that these funds are less volatile than the market while standard deviation (risk) reflects moderate variability in returns.
ICICI Prudential Technology Fund offered the highest return and had moderately high beta, it also recorded the highest
Jensen’s Alpha indicating superior risk-adjusted performance. SBI Technology Opportunity Fund and Franklin India
Technology Fund also demonstrated strong risk-adjusted returns, balancing moderate market risk with attractive excess
returns. Tata Digital India Fund and ABSL Digital India Fund are delivering competitive returns, had slightly higher risk
relative to their performance and reflected in lower Sharpe’s ratio, Treynor’s ratio, and Jensen’s Alpha values. Fund
managers should aim to achieve high returns while managing risk by maintaining an optimal portfolio beta and positive
Jensen’s Alpha. They should regularly review market trends and adjust holdings to enhance returns without taking
excessive risk. Investors should look at both actual returns and risk-adjusted measures, choose funds with consistently
positive Jensen’s Alpha, and diversify across multiple funds to reduce risk and improve overall risk-adjusted performance.
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