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The persistence of Taiwan’s Stock Fund

performance and it’s major determinants
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Abstract

Mutual funds have been popular investment tools in recent years because it can
avoid the trouble of having to select individual stocks, and has the advantages of
diversification for reduced risk. However, picking among hundreds of funds is
difficult and so a good performance measure for mutual fund selections is a common

need by the investors.

This study analyses three traditional portfolio performance measures, with data
sampled from the years 2002 to 2011 for a total of 106 domestic mutual funds in
Taiwan. It investigates how fund ages, fund turnover ratios, and lagged performance
measures affect the present fund performances. For further comparision and analysis,
the funds are divided into three sub-categories: domestic stocks, foreign stocks and

hybrid home-foreign stock investments.

The major results include: (1) For domestic stock investments, the Treynor ratio,
Sharpe ratio are good performance measures since they can be significantly accounted
for by even the three- and four-period autoregressive lags of the performance
measures. (2) Across the three fund categories, the Sharpe ratio is a good measure
because it is significantly explainable by the fund age, turnover ratio, as well as the

past Sharpe ratios.

Keywords: Mutual Funds, Fund Turnover Ratios, Traditional Performance Measures
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— ~ Sharpe ratio £2 % S8 2_ M %
#* BT se%k #A) o Sharperatio £2 & FHcF 2 B hdoT £ 41> H 53t

l‘é"%’%’iﬁ; ’ K,/fr K Si,t—él-:’l\ ’ —,ﬂ%%ﬁ:?—,@”ﬁ ﬁ;%§€E S

#4-1 H 7 3c% i) :Sharp ratios? 2 S HcRF 2_ B 20 47 4

Sit =a; +p1Agei + LoTurn; e + Sieoq1 + Sip—2 + Sie—3 + Sit-a +

Eit

P EF % Tl i (TR Prob
# & # #(Age) -0.002 0.000 -15.33 0.0000***
# & %@ 5 (Turn)  -0.000 6.001 -3.88 0.0001***

Sit-1 -0.458 0.044 -10.40 0.0000%**

Sit—2 -0.430 0.046 -9.25 0.0000%**

Sit-3 0.209 0.047 4.42 0.0000%**

Sit_a 0.075 0.057 1.31 0.1883

kL or i F|1% B E KA
** i D|5% EFKE

* omiED|10% AE KR

A 45
Wyp44-1> Apv gl & 2802 Sharperatio T R f 4pb > ¥ 25
BMEM > 27 AL E8AREL > Frog AARARL l$ > BR- 7 22 o
AsFgxaSharperatiof T f AP > 2 L5 BFN > AT R ERT
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F* B ek $07) 0 Treynor ratio 27 & B8R 2 B (40T £ 425 H 53t
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% 4-2 B 7%k ) Treynor ratio 22 2 S8 2 B (2 47 &
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PR ¥ S L tiE Prob
A £ & #(Age) 0.000 0.001 0.47 0.6361
A& x(Turn)  -0.001 0.001 -1.14 0.2519
Tit—1 -0.131 0.021 -6.06 0.0000***
Ti,t—z -0.026 0.018 -1.40 0.1600
Tit—3 0.199 0.019 10.21 0.0000***
Ti -4 -0.038 0.016 -2.29 0.0219*

AT D1% REKE
*>* L idF|5% A E kM

* A7 EF110% A EOKE

| AT
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= ~Jensenratio ¥2 % g8 2 B %
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Jie =a; + .31A.gei,t + ,BZTurni,t +Jit-1tSit—2 tJit—3 +Jit—a t+

it
BEE 8 'S B L t @ Prob
4 = 8 (Age) -3.460 0.000 -0.09 0.9269
# £ @3 (Turn)  -0.000 0.000 -4.01 0.0001%**
Jit-1 0.060 0.028 213 0.0335*
Jit—2 0.083 0.027 3.02 0.0026%*
Jit—3 -0.010 0.026 -0.39 0.6907
Jit-a 0.020 0.027 0.73 0.4611
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LR TR RS TR

4-4 A ESHFEREE L RETLEFL

2’ Sharpe Treynor Jensen
R T P y
M 1% P& B (% P& B % P&
k& E B 0.0000*** I 0.6361 g 0.9269
A EFHE ¥ g 10.0001*%** | £ |0.2519 £ 0.0001***

AR(1) B 0.0000*** g 0.0000*** s 0.0335*
AR(2) g | 0.0000%** | { |0.1600 | 0.0026**
AR (3) It 0.0000*** I 0.0000*** g 0.6907
AR(4) I+ 10.1883 £ |0.0219 I+ 04611
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T SEEERPRTOREAAEY = AR LR EE M FE e

%45 P HFREA e AA S R iFE gty L R BT LM

2 3&“ 7] Sharpe Treynor Jensen

B % P i B % P& B % P i

A § 0.8210 it 0.7876 it 0.2052

&R B 0.6718 i 0.9045 B 0.0528

AR(1) f 0.0000*** | ¢ 0.0000%** | ¢ 0.2943

AR(2) B 0.0000*** B 0.0000*** | i+ 0.0819
AR(3) g 0.0001*** | § 0.0000%** | ¢ 0.0021**

AR(4) B 0.0052** | 1 0.0103* g 0.0716
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AR B 0.0005*** | 0.3391 B 0.0006***
AR(D) i 0.0144* i 0.9500 i 0.0039**
AR(2) i 0.0641 i 0.9770 i 0.4886
AR(3) i 0.0809 B 0.0015** | = 0.8135
AR(4) i 0.2791 i 0.6621 it 0.9923
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& E A 8 0.0914 I 0.9610 8 0.4350

AEFHT | 0.3479 8 0.5772 i 0.2381

AR(1) i 0.0835 i 0.0023** | § 0.6277
AR(2) i 0.0009*** | ¢ 0.0032** | £ 0.0015**

AR(3) g 0.8753 i 0.4540 it 0.3653

AR(4) g 0.2578 i 0.9515 i 0.8347
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