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ABSTRACT

The objective of this independent study was to analyse the relationship between
macroeconomic factors and open-ended mutual fund returns. The data were weekly mutual fund
returns from January 2005 to December 2010. The data also included changes of 6
macroeconomic factors: manufacturing production index (MPI), consumer price index (CPI),
interest rates on loans (INT), Dubai raw gas prices (OIL), money supply (M2) and exchange rate
between Baht and US Dollar (EXE). The result of the study were shown below.

The result of the study found that the variation of macroeconomic factors were able to
explain the behavior of 131 mutual fund returns significantly. The changes in the gas price and
the changes in the exchange rate were the most significant influences of mutual fund returns.

For the result from factor analysis, KMO and Bartlett’s test on the mutual fund returns
was at 0.997 revealing that factor analysis was applicable. From factor analysis, there were 13
factors significantly explaining the variation of mutual fund returns with 84.86%. Factor 1 was
the strongest influence toward mutual fund returns with 65.94%. When applying all 13 factors to
estimate risk premiums, the regression model had the R-squared of 69.9% and only 4 factors were
statistically significant. While factor 1 and factor 5 affected mutual fund returns positively, factor

9 and factor 13 affected mutual fund returns negatively.



Investing in mutual fund could eradicate unsystematic risk but not systematic one.
Therefore, 13 factors were highly possibly the systematic risk or macroeconomic influence. The
result of this study, therefore, could confirm that macroeconomic factors presenting systematic

risk obviously affected mutual fund returns.



