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CHAPIER 31IV

INVESTMENT PAT (EAN OF UTI

4,1 : INVZSTIBLE FUNDS OF THE @I

The data regarding the growth of the Investible
funds of the Trust under all the Tnit Schemes, during the

period from July 1383 to the end of June 1988 ig shown in
the Table 4,1 ' ;

The data in the Table 4.1 shows that total investible
fands of the Trust under all the Unit Schemes rose from
Rs. 12.61 Crores at the end of June 1984 to Rs. 6,738,8
Orores at the end of June 1988, There was an increase in
total funds in every y=ar., &t the end of June 1982, total
invedible funds were Rs. 6,738,8 Crores which were increaged
by Rs. 2,175.1 Crores over the funds a% the end of previois
year 1986-87, It was the largestﬁincreése in total fundisg
during the whole period from 1983-84 tc 1987-£8 which was

due to the more net sale of units in dhat ye=r,

e
T

The nature of investible funds of the Ul during

the period of 1983-(<4 %c 1987-88 fig algce
Graph No.2

1ear from the

Graph No.2 shows that the hdgght of line showing
total investitbtle funds is inereasing every year from

1083-84 to 198€7-£8, In 1787-88 the line has the raximum



hight indicating the highest invesztible funds threoighout
the perilod.

Thus, from the above table and graph, it is clear

that trust's invegtible funds are increaging every year.

After considering the magnitude ¢f inve-tible

funds of the Trust, next is to examine the investment

of such funds.

Table 2 41 Investible ™unds cof the U.T.I

.

( 1283-84 to 1987-88 )

Rupees 1In Crores

— s e W S Gy Emn @ e WS s S e S D MR TR Seat e MEDE e AR AR SN WS W e e e

YEAR Inve-title Fundg * Increase cor Decreace
(4s on June Rupees over preyious ysar

30)

Rupees

1983-84 1,261,3 -
lo84-£5 2,209,6 ‘ 48,3
19&5-£6 3,21&.3 1,008.7
1986-87 4,563.7 . 1,245,4
1o87-88 64738.8 24275,1

W wmG @ wee G PR v @mm GmS R wee  Gme e e Aem e mmet et awmm W AR e e e WS et e e o G

* Include inve tible funds under Unit scheme 1906€,1971
19&1, 1883,1984 1985,1986,1087,

Source: Compiled from Annual Reports c¢f I,



INVESTIBLE FUNDS OF THE U.T.T.

GRAPH NO-2
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4,2 : EMPLCYMENT OF THE TRUST's FUNDS =

Total investible funds of the ™rust have been
invested mainly in two types of investments, viz securities
and other invegtments. The investments in 'securities'
consist of corporate securities,'bondé of public corporations
and government securities. The investment in * Other
investmentsi’consist of term loans, advance depcsits
agaihst investment comﬁitments, unsecured short-term
deposits, bridging finance, application mSney etc. The
extent to which the Trust has invested its funds in theses/
two t§pes of investments from 1983-84 to 1987-88 is

Yamined

from the data given in Table 4.2

The data in the Table 4.2 reveals that during the
period from 1983-84 to 1987-88 more than 57 percent
of the inve-tible funds at the end of each year were
invested in securities. The Trust's investments in 'other
investments! were in the range between 23 to 42 percent of £x
funds during the same period., At the end of June, 1988,
total investments in securities rose to Rs. 4,474.9 Crores

which was Rse 764.5 Crores at the end of June 1984,

At the end of June, 1988, out of total invectible
fuhds of Rs. 6,738.8 crores, Rs. 4,474,9 Crores were
invested in securities contributing 66.4 percent of the
total funds. s a percentage té& the total investments is

concerned, 1t marked the highest record during the period
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under review, The larger percentage of inve=tihle fundg
in " Other investments", particularly at the end 19&5
indicates that the Trust might havé not secured good
securities in the security market, or it might have found

other investments more profitable than those of secnrities.

Thus, from the above discussion; it can be
concluded that the Trust has used 1ts privilege 1f
investing the funds in securities or depositing in btanks
or with companies right from 1983 to the end of June,1988,
Trust'!s investments in securities during the period 'inder

review showed rather fluctuating trend.

Table 4.2 _Emplovment of the Trust's Funds *
( 1983-84 to 1987-88)

(&mounts in Crores of

Rupees)

YEAR Total Total Investment in Other Tnvestments

Ihvegtible Securities

funds Amount % of Total Amount 7 of Total funds
______________ SFUNds_ L e e e e -
1983-84 1261.3 764.5 80.6 496,8 39,4
1984-85 220906 1275:‘4 57 07 93402 42.3
1985-86 3218.3  1080,.8 6.6 1237.5 3.4
1986,87 4563.7 2766 .0 60,5 1797 .7 33 .4
198788 6738,.8 4474 ,9 66 .4 2263,4 33.6

:
SR GEE m e e S A WA S e et e et eSO e e s amet  ae ab e e wew eew e e e

* Covers funds of the Unit Scheme 1964, 1971,1981,1983,1284
1985,1986,1987,

ource: Compliled from Annual Reports of UTI,
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4,3: SECURITY~-WISE INVESTMENTS OF THE TRUST :

- —

It 1s observed that the Trust has invested 1its funds
in 'securities® and in ‘other investments'. The Trust's
investments in securities (Tatle 4.2) donot give an idea
about its investments in corporate securities and in Bonds
of Public Corporation and Government gecurities. Therefore,
the analysis of the Trust's investments in the securities
is given in the Table 4.3, to examine the extent to which

the Trust has invested its funds in esch of them durfhg
the o riod from 1983-84 to¢ 1987-88,

Table 4.3 reveals the following facts;

1) The Trust's investments %n corporate securities were
about 56,6 percent of the total investments =t the
end of 1983-84 which increasedjupto 58.4 percent
at the end of June 1988%,

1i) Total investments in corporate securities increased
from Rge 714.4 Crores at the end of June 1984 to
Rs. 3,937.9 Crores at the end of June 1988&,

11i1) The percentafe of investments in corporate securitieg

to the total investible funds of the Trust has been
increased to 56.6 percent in 1983-84 ané 58.4 percent

in 1987.88 But totally there aspears to ke fluctuation
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in the rercentage of investments in all the years.

Table 4,3 Secnrity-wise Pattern of Investments of the Trust;

Investment in Corporate gecurities & in Bonds cf

Pablic Corporation & Government securitieg

{(1983-84 to 1787.88)
(Rs. in Croreg)

D wmp s B MEE  @ee et WS ma  wmw eme  weee S R e GBS0 e e W e et e W e e e el G e s

YuAR  Total Total Invest % of Investm & of
Inve-tible Investments -ment in Inve=s -ents in~ total
Funds . in Corporate tible Bonds ST Inve
secarities gsecarities funds Public stivle
’ Lptpn & "unds
Secari-
-ties
Rupees Rupees Rupees Rupees
1983-84 1261.3 764,5 714.4 56.6 60,1 4,0
1984-85 2209.8 1275.4 1120,.3 50.7 155.1 7.0
1985-86 3218.3 1980.8 1695.7 52.7 285.1 8.9
19858=-87 4563.7 2766,0 2435,9 53.3 330.1 7.2
1387-3%8 6738.8 4474 ,2 3937.2 58.4 537.0 &40
S

ource: Compiled from Annual Reports of UTI

iv) Regarding investments in Government §ecuritias, the
same table shows that, the Trust had inves*ed a

Fairly substantial amount in these securities. Total
investments in these securizies iancreased from 50,1
crores at the end of June 198 to Rs. 837 Crores 2% *he
end of June 1988, The percentare of inves*ment in

Govarnment securities incresaged from 4 percent a%
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the end Bf June 1984 to 8.9 percent a% the end of
June 1986. But after that, there anpears to be

fluctnation in the percentage.

Thug, from the above trends, it ¥s clear that the
Trust has beenx méking efforts for extending a major
portion of its funds tc the corporate sector throngh 1=
-vestments in securities, But, the overall growth of
investmentg by the trugt 1g somewhat fluctuaing. is 2
financial institution, it gives an impressive appearance
during 1983-84, but the trust failed to malntain even 1its
normal level of investments during the sudsequent years,
Investments in Government gsecurities recelived lesxz

importancé, particularly after 1385-¢86,

4,4 THE TRUST's INVE-THMENT IN CCRPORATE SECTRITIES -

It is observed from the Table 4.4 that the major
,portion of the Trust'!s 1nvestidle funds is invested in corp-

-orate securities. The investment philosophy that the

Trust has followed in inves*ing its funds in various

corporate securitiss during the period from 1983-84 to

1987-88 can be examined from the data given in Table 4.4

The data in Table 4.4 shows the fcllowings:
1) Among investments in corporate securities, investmentg
in ordinary shares rose from RS°‘214°8 croves{ 17 percent
of total investible funds or 30.1 percent of total

investments in corporate securities) at the end .of

.Jine 1984 tgvﬂs. 113¢.9 Crores{ 13.9 parcents of total
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investible funds~ or 2£.9 percent of total inves*rents in

coryorate gsecurities) at the end of Juna 1982,

11) Investment in ordinary shares as a percentage of
total investivble fands-and as a percentage of jnvestments
in corporate securities incréased to 17 per cent and 30,1
percentage. Thereafter the percentagegin both sgarted
declining every year which reached 16.9 percent and 28,9
percent at the end of June 1388,

114) The invae<tment in preferenge shares as percentage

of total investible funds and as é percentage of teotal
invectments in corporate securities increased to‘?,Q
percent and 1,7 percent at the end of June 1984. Thereafé&er,
the percentage in both started declining eV@ry/year which

reached 0,2 percent and 0.3 percent at the ﬁé of June

|
1988,

iv) Debentures have also claimed t?e lionts share in

the Trust's investments during the period of 1985-26 and
1987-88 During these two years the percentage ofk total
invesiible funds in debentures were increased to 40,9
'percent and 41:3 percent respectigely. But during the period
of 1983-84, 1984-85 and 1986-87, there appeared to be
fluctuations in the percentage, inve<tment in debent ireg

as percentage of total corporate securities of the Trust

has heen contineously rising up to 1985~£8 when it

touched almost 77.5 percent. Therzalier, there was decline

in percentage in every year» which reached 74,1 percent

and 70.8 percent at the and of June 19387~ and 1988,
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v) During the gsame period., an increasing prcportion

of investible funds was invested in securities yielding

a fixed return(preference shares and dehentures) as

compared to ordinary shares of joint stock companies, Taking
togather prefsrence shares and debentures, the proportion
increased from 33.5 percent at the end of June 1982 to 41,5
percent at the end of June 1988, while that the ordinary shares

declined from 17 percent to 18.9 percent diring the period

under study.
vi) Investmant in ordinary shares as percentage of to%al
corporate securities started declining from 80,) vercent in
1883-84 to 28,9 percent at the end of 1987-88 Inves'ment in
fixed income bearing securitles{Debentures and preferences
shares togathar)as thé percentage of corporate securities
started raising from 70 percent at the end of June 1984

and reached 78 percent at the end of 1986, Thereafter, 1t
started declining from 74,5 percent at the erdd of June 1987

to 70.8 percent at the end of June 1288,

The data relating to Trust's investments in
preference shares, Uebemtures and Ordinary shares is

also representated on Graghm No.3 It

elps us to study

the trends in Trust's investments ¥h varlous coroorate

securities, easily and in simple/ manner.
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In the year 1983-84, there is an upward trend with
regard to the investment in preference shares but thereafter
there i1s a continuous doward trend upto 1988. As far as
investment in debentures gmum 1s concerned there iz an upward
trend upto 1984 Then there ig a downward trend upto 1985 and
further there is upward trend ipto 1986 ahd :fig/ég;in

there i1s a downward trend upto 1987 and furthe€r there is

upwa~d trend upto 1988, ’

With regard to ordinary shares, there 1s downward
trend from 1985 to 1986 but from 1986-87, there 13 a conti-

nuousg upward trend till the end of the study period.

From the above trends in the investmentg of varilous
corgorate securities, it is clear that during the period
from 1983-84 to 1987-&8 the Triuct gave ‘more importance
to the investmen® in fixed intérest bearing securities
{preference shares plus debentures) and rather less
emphasise to the investments in ordina}y sahree., Thic
shows that during this period the Trust tried tc maintain
a balanced pootfolio conslsting of o;dinary share about
20 percent of the funds and fixed interest bea*ing{
securities about 40 percents The relqﬁive predominance
of fixed income ykelding securitlies in the Trust's portfolio
Indicates that the Trust following a very cautious invesh-

-ment policy during this period.
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4,5: INDUSTRY WISE INVESTMENT IN COROPORATE SECURITIES -

The investment policy of the UI'I aimg at diversi-
~fication in gsecuritieg of various industries. The Trust

is making its efforts to invegt its investible funds in

corporate securities of varioiasg industries. Al¥Y the

industries in which the investmeﬁts are made are grouped

under 16 heads 32

Al 1nminium, Bank & Investment Companies, Cewment,
Chemicals & Phammaceuticals, Elecwricity Generation and snu
~-pply, Engineering,Glass & Potteries, Iron and Steel
Paper and Paer products, Plantation, Ritbher & Rubber
Manufacturers, shipping, éugar, Textiles, Transport
Eguipments and Miscellaneous, The industry-wise distribution
of corporate gecurities of the Trust duroine the period
fromIO83-84 to 1987-E8 is given in Table 4.5 and Table 4.5
a to examine the extent of its investnmeats in various
industries and to see the changes, if any, in the relative

position of different iAduetsies in the Trust's invesztments

frcm time to time.

Table 4.5 and Table 4.5a show the following:

1) The Trust's iavestments in ghares and debentures

of industrial concerns upto June 1288, accounted feop Rs.
3,93%.95 Crores or about 58.4 pércent!of the total

investments in corporate securitiesg. .



Table 4,5 Industry-wice ]nvestment‘of the J.T.1.
Invegstment 1n Corporate securities

{ 1983-84 to 1287-8R)

Kupecs in Crog

G s W e A wat eee el e eea A ey R W W e e S el et evr e e e wev s i v wen s e e eme -

sr. Induetry End of Ju
No.

1983-84 1984-65 10RE-86 1¢87-t5 1087-£8

- et e aE mma MR MR MY e e e was e e e e

1. Aluminium(Basic 14.78 24,00 37,79 47,27 £n, 64
& Foundries)
2. Banks & Invest- 5.66 £.17 12.72 20.,1¢ 34,06
-ment Companies
3., Cement 24 ,54 54,73 74,19 114,80 129,07
4, Chemicals &
Pharmaceuticals 96,09 172.60 323,31 467,69 669 .25
5. Electricity 42,567 43,59 58.21 92.25 413,47
Generaticn &
Supply
6. Engineering 136.82 190,71 245,66 467,41 629,48
7. Glass & Potteriss 1.98 2.52 4,52 6.27 6.13
€. Jron & steel 48,94 £3.50 60.52 bH.Be 1¢% .43

(Basic &Foundries)

9 FPaper & #apers 32..8A PRI ¢ el .76 70T §0.77
Products

10,Plantationg(Tea

506 13 3.2l 54,76 1,46

Coffee & Rubber)

11l.Rutrer & Rubber 16.94 21.59 28,41 40,863 7557
Manufacturers

12.ghipping 3.98 5,66

13. sugar 2.57 4,€7

14. Textilesg 168,681 283,08

15. Trangport £2.21 £7.20
Eauipmenvs

16.Migeellanecus 58.26 10z.25

T T T Total” T T T T T9T474% 110448 T1EGE.So

* gncludes—investments—in Banky FiMe® HATIthFITedd™ — — —— — — — -

sourcer Corniled from Annual Reports of UTI



Table 4.54 Industry-wise Invegtments cf the T.T.I.

{(Percentage to Total Investment in sharés & Debentures)
(1983~824 to 1987-£8)

O e m . b EE aet eEr N G A G WY AN eEr G G aE SEP Gum  MAs e e e e

gr. Industry
No.

mE G A Er Se @r Ee G W W T G W e SEr R P WYY el e St R e e e e emm G e e mee e e e e

1. AMMurinium(Basic
& Foundries)

2. Banks & Investment
Companies

3. Cement

4, Chemicalg & Phar
-racenticals

5, Electricity
Generatien &
supply

6. Bngineering
7e« Glases & Potterieg
€e Iron & steel
{Bagic & TFound
-riesgy
9. Paper & Paper
Products

10.Plantaticns{Tea
Coffee & Rubter)

11 .,Rubber & Rubbter
Manufacturers

12.5hipping
13.8ugar

14 ,Textiles

3443
18.45

5,97

19.15

0.27
6.85

4.€0

0.55
0,3&
23.60

18.Ttransport Equipment7.31

16 . Miscellaneous

g.,30

17,02
0.23
4,77

1.74

1.93

0.51

0.42
25.27
7.78

T )

1 .92

- s et G M e W G arr SE e e N e Gd ER G G e e D EE W v e G At e e e

Source: Compiled from Annual Reports of UsT.JTo

100,00

—t G e e E G W e AW S GNP Sy A et e e e R e e G e et cma ewm mee mem o

100,00

100.170
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i) The maximum amount of invectments at the end of June
1984 was in textile induectry sharing about Rs., 168,81 crores
or nearly 23.60 percent of the total investmen's in corporate
securitieg. It increaszed upto Ra, 654,24 Crorss or 15,61
percent of the total investmant at the snd of June 1988,

This shows that during the 5 years period (1983-£8) the
mrsut!s investments have been the largest in textile industry
varyling between 16 to 25 nercent and in Engineering varyilng

between 18 to 20 percent of the total investments.

iii) Investments in Chemirals & Pharmaceutical industries
increaged from 13,45 percent at the end o¢f June 1984 to

19.20 percent at the end of 1987 and 16.99 percent at the

end of June 1288, similarly dJuring the five years period,

the Trugt has increased its investments in Cement, Electricity
generation & miscellaneous, but in Transport Eqiipment
pdrcentage has declined over thg years.from 7.31 percent

to about 5.01 percent and 4.50 percent at the £nd of June
1988,

iv) At the end of June 1988 abcui 50 percent of the
Trust's investments in gharves and debentures in each of
the years, were in four industries; Textile, EBngireering

Chemicals & Pharmaceaticals & Miscellaneous.

v) Textiles, Engineering, Chemicals, and Misce'lane-us
received first importance in the ™rust's invectments ag
on 30th June 198& and next importance was glven tr Elsckricity

Generation & Supply,Transport,iron & Steel,Gement Al'tmininum

industries,
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vi) The bulk of the Trust's funds has been invested in

financial utili<y and manufacturing enterprises.

Thus from the above discussion it can be conclucded
that in order to spread the risk inherent in industrial
securities,the Trust has diversifled its investments over
a large nuamber of companies. The Annual Report of TTI
1988 states that the investment portfolio of the Triust at
the end of June 1988 included holdings in 850 comnanies
conpared with £€2.4 companies at the end of June 19¢7. But
from the Table it appears that éhe actual investments of
the Trust has been 2onfined mostly to large and established
inde tries., Participast in xenfimedxr new industrial

ventures appears te be rather limited,

4,6 OTHER INVESTMEN™TS OF "MTIs

e — s S

It 1s cbserved that from the Table 4.6 the total
investible funds of the UTI has been invested in securities
and gome other investments. It is alsn clear tha* a gsmall
portion of inestible funds is invested in other invectments.
The study cf other investments of the Truct i1s important
because amount invested in other investments afZects the
investments in seéurities. Therefore, a study of Trustfs

other investments is made in relation to the followings:

a) Composition

b) Analysise of cthér investmebts.
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a) Conpogition :

The components of ‘other investments' ir which the

Trust's funds are invested frorm time tc time are grruped

into;
1, Term lcan g
2. Advance Deposits against Investment Commitments.
3, "hsecured sgort-term Deposits
4. Briége Finance- In this, the Trust providecs
Terporary accorodtion to corporate borrowers
by way of depcsits with them against the lcans
sanctioned to them by the term lending
ingtitution,
5. Application Money.
6., Advacnce call Deposits
7. Deposits and other investments with scheduled
Banks.
E.9pecial Depoeits.
A break up of these investments is shcwn in Table
4,6

b) Analysis of other investmen:s =

Regarding the Trust's inves'rents In aboee investments,
it is to be noted that while inveating in any conoenents of
*other investments' the Trust gives importance tc¢ the
yield factor and accordingly it makes the gelecticn of
investment i;(:em° The nature and the extent to whiech *he

Trust has Invested In investitle funds in each of the

Xxm



Table 4.6 Otheér Investments of UTI
composition & Relationship with Total Investments

(1983-84 to 1987-88) .
(Rupees in Cpores)

W Gwe g Eme Ema e R EEE L A GNP I SIE W e S e wms W W GBS e el SR SRt QIS B W W Gwe s e R e e

sr. Type of End of June
No. Investment

1083-84 1084-85 1985-86 1986-87 1387-ob
(0.9) (5.7)
2. Advance Deposits 117,81 247.086 328.12 207 .14 43,80

against Invest (9.4) (11.2) (10.2) (4.5) (0.6)
-ment comritments

3.7Insecured sheort 133,53 170,72 257 .04 236 ,HE 158.09
Term Deposits (10.6) (7.7) (8.0) (5.2) (2.4)
4, Bridge Finance 5,84 10.44 3.76 5,62 27 .37
(0.5) (0.5) (0.1) (0.2) (0.4)

5. Application woney 16.7¢6 34,47 18,49 5.1% 3,97
‘ (1,3) (1,69  (.0.5) (0.1)  (n.4)

6. Adwahce Call 0,10 0,10 0,10 0.05 0.06
Deposits ( ¥*) (¥>) (**) (=) {(&x)

7. Depogits & 221.75 471.46 832,91 1166.,37 1296,27

other investments (17.68) (21.3) (19.6) (25.5) (19.2)
with gcheduled
Bahks

8 .Special Deposits - - - 131.66 348,66
(2.9) (5.2)

W e Gme SRR e e R D waa WMR e GRS GMD M IR mas NS s WA SR tma e e e e s e SR e e e W e

** Less than 0.05 percent

Figures in the bracket-shown the percentage of $nv€stible funds

Scurce: Compiled from Annual Reportg of J.T.I,
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components of 'other investments' fron 1383-8&4 tc 1987-tf ts
examined from the brekkup of these investments chown in

Table 4,€

i) During the period from 1983~84 to 1987~f8 the Trust
has invested its funds in various cth=r categerles cf
investments of which advance deposits againet inves“ment
commitments, unsecured short-term deposits, depciits and
other investments with Scheduled banks were predorinant

over the years.

i1) The investment as a percentare of investible funds
under each item from 1983-84 to 19&7-88 indicates fluctuating
trend, investment in item No 2,5, & 7 at the end of 1984

was Rgo 117.81 crores, s, 16,78 Crores and Re.R221,75
.Crores or about 9.4 percent, 1.3 percent, 17.6 percent

of total investible funds respectively rose pto

Rso 247.05 Crores, and Rg, 471,46 Crorus or about 11.2
percent, 1.6 percent, and 21,2 percent respectively at

the end of June 1985, But immediately declined to Rs.42.90

Crores,R§ 3.27 grores and Rs. 19.2 crores or abodt 0.6

percent, 0.1 percent & 12.2 percent at the er

lo988.

nf Jiune

111)  In the initial years(1983-88) the funds of the Trust
in other investments were confined to item No. 2,3,5 and 7
but gradually they were invested under different types as
and when the Trust found epportunities. For Iinstance

employing the funds in term-lcan and special depogits were

started during 1985-:7,
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iv) At the end of the study pericd (1987-£8) 1t is

found that the major portion of the funds in cther inve-
-stments were invested in Item No.l amounting to Rs.2384.,60
Crcres (5.7 percent of total investitle funds), Item No.Z2

Rs. 159.09 Crores, about 2.4 percent of total investible fund,

item No. 7 Rs., 1,296.,27 Crores, about 19.2 percent cof

total investible funds and item No. 8 Re. 34E.RE CretTés,

about 5.2 percent of total investible funds,

From the above trends if appears that it is not
the policy of the Trust to invest scme portion of its
funds .regularly in each item cf other investwenis, As a
matter of pelicy, the Trust tites to inveet almost all of itg
funds in securities. s5c, the increaged proportion cf
invectible fund in most of the items under ‘'cther
investments' shews that the Trust might have not seciured
gecod serips on the stock market or it might have fourd the %
investment in 'other invectments' more profitable ne

compared to investment in securities.It can alsc

oncluded
that from the point of view of inccme, the "kt might
have invested in these items as c.condary Aine of
defence.,
n AEXCY]
au, SALABANED EHARDERAR LIBRA?
2, B TpRba 1ish=
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