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Abstract

The objective of this study is to compare the risk and returns between Equity Fund and
Long Term Equity Fund in Thailand using the secondary data from June 2004 to June 2007 which
covers 90 equity funds and 31 Long-Term Equity funds.

The study compares the risk, returns and efficiency by Sharpe index, Treynor index and
Jensen's Alpha.

Since the investment in Long-term equity fund will have a benefit by tax reduction,
therefore, the tax reduction will be considered as a return in this study.

From the study, returns of Equity fund are lower than Returns on investment in the Stock
Exchange of Thailand (SET) market return and lower than risk free rate of returns. The risk of the
Equity fund is lower than SET market.

From the efficiency analysis of Equity Fund using Sharpe index, Treynor index and
Jensen’s alpha indicate that the Equity Fund's efficiency is lower than efficiency of the market.

Returns of Long-term equity Fund are significantly higher than both Returns on SET
market's and Returns on Equity Fund's. The risk of Long-term equity fund also significantly
higher than risk of both SET market and Equity Fund. The higher return rate and risk of Long-
term Equity Fund come from the investor's behaviors that they usually purchase the Long-Term

Equity Fund at the end of the year. By removing the return rate during the end of each year, the



Long-term Equity Fund and Equity Fund's return rate are found to be correlated and the risk also
found to be comparable.

The Long-term equity fund’s efficiency indicates by Sharpe index, Treynor index and
Jensen’s alpha shows that Long-term Equity Fund’s efficiency is higher than SET market’s
efficiency.

The return rate of Long-term Equity Fund which combine the benefit of tax reduction is
higher by the level of investor's income. However, if the investors invest more than the limit, the
return rate will be reduced accordingly.

From this study, it can be concluded that investors who want to invest in Equity Fund
should invest in Long-term equity fund because of the tax reduction benefit, but they should not

invest more than the maximum tax benefit recovered from the Fund Regulation.



