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Abstract

The objective of this study is to study mutual funds’ risk and return in Thailand that
are managed by 14 asset management companies. This study collected secondary data from June
1997 to December 2001 of 282 funds that compose of 11 Balance Fund, 120 Equity Fund, 1 Fund
of Fund, 39 Flexible Portfolio Fund, and 111 General Fixed Income Fund. Analyzing is based on
Markowitz theory to find mutual fund return rate, mutual fund risk, and find efficiency by Sharpe
Index.

From this study we Cal;l conclude that return rate of mutual fund is lower than The
Stock Exchange of Thailand (SET) market return rate and risk free rate. The study was conducted
at the time of the Thai economic crisis. Relationships of mutual fund return rate and market retumn
rate are almost identical. But mutual fund has § < 1 which means mutual funds has less
movement than SET market.

Mutual funds risk are lower than SET market risk, because mutual funds compose of
constant return fund such as General Fixed Income Fund. Mutual funds are low risk diversifying.
Risk of mutual funds composes of systematic risk 42% and unsystematic risk 58%. Espccially
Fund of Fund and General Fixed Income Fund has lowest average beta.

Open-End Fund and Closed-End Fund retum rate are indentical but Closed-End Fund
has a higher risk. When verifing mutual fund by objective, Fund of Fund has a higher return ratc

than SET market return rate and risk free rate.



Form efficiency analysis is based on Sharpe Index indicates that mutual funds have
Sharpe Index lower than market’s Sharpe Index, that means per unit of risk, mutual fund’s
efficiency is slower than market’s efficiency. Open-End Fund and Closed-End Fund have
identical Sharpe Index. When examining mutual fund’s objective, Fund of Fund and Flexible
Porttolio Fund has a higher Sharpe Index than SET market, that mean they are more efficient than
SET market.

A mutual fund Investor must consider the circumstances and then select type and
objective that is appropriate to their financial status. When capital marker is experiencing growth,
Equity Fund may give a satisfying return. When capital market is in chaos, investor must consider
the risk, from this study Fund of Fund and Flexible Portfolio Fund give§ the higher return than
SET market.



