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CHAPTER 4

RESEARCH RESULTS

4.1  Summary Statistics

Based on Table 4.1, the mean returns for all the equity funds from year 2005 to
2009 are 10.46%. Total 46 equity funds have been selected in the calculation. It
consist of 44 Domestic Equity Funds and only 2 International Equity Funds.
Based on the same period, the Domestic Equity Funds will have 10.67% while
the mean returns for International Equity Funds are 5.55%. Due to the small
number of funds that invest globally, its mean returns do not affect much on the

total mean returns for all the equity funds. In general, Domestic Equity Funds

Table 4.1: Summary of Fund Returns

No. Description No. of Fund | Total Returns
1) |Year 2005 - 2009

All 46 0.1046
Domestic Equity Funds 44 0.1067
International Equity Funds 2 0.0555

2) |Year 2007 - 2009

All 75 0.0926
Domestic Equity Funds 53 0.1065
International Equity Funds 23 0.0613

* Means are reported
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mean is higher than the International Equity Funds. Its mean returns are almost

two times higher than the returns from International Equity Funds.

However, the mean returns for year 2007 to 2009 have dropped to 9.26%. The
drop was due to increase in number of International Equity Funds. The
International Equity Funds have increased exponentially from 2 to 23 within two
years time. The mean returns also increase to 6.13% from 5.55%. However, it is
still lower than the Domestic Equity Funds. Not much changes for the mean
returns of the Domestic Equity Funds. Its mean returns for year 2007 to 2009

are 10.65%.

In term of movement of the fund returns and the market returns, the pairwise
correlation matrix shown there is a different between the Domestic Equity Funds
and International Equity Funds as per Table 4.2 and 4.3. The correlation matrix
figure of 0.987 is showing the returns of the Domestic Equity Funds found more
related to Bursa Malaysia than Morgan Stanley Indexes. It is normal as the
Domestic Equity Funds is mainly invests in Bursa Malaysia. As for the
International Equity Funds, the returns are less correlated with the Market Index.
The correlation matrix show the returns of the International Equity Funds is more
related to the Morgan Stanley Indexes than Bursa Malaysia. However, it can be
explained as the funds are investing more in other country than domestic stock
market. In overall, the correlation matrix also shows that the returns of the Bursa

Malaysia can be related to the returns of the Morgan Stanley Indexes.
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4.2  Analyses of Statistical Results

The alphas and betas were gathered by regress the fund returns on the equity
market returns. The results are presented in Table 4.4 and a summary is
presented in Table 4.5. The discussion below will be structured around the study

research questions.

The first research question examine whether Domestic Equity Funds provide
excess returns when compare with the equity market indexes. Refer to the result
based on the five years returns from 2005 to 2009 as shown in the Table 4.4,
most of the individual funds show a significant betas when regress the funds
returns on the Bursa Malaysia. There are only two funds which called OSK-UOB
Small Cap Opportunity and OSK-UOB Emerging Opportunity are insignificant.
Besides, more than half of the funds are showing a significant betas when
regress on the Morgan Stanley World Index and Morgan Stanley Asia Pacific ex-
Japan. However, there are only 20 funds out of 44 funds that give a significant
betas when regress on the Morgan Stanley Europe, Australia and Far East Index.
Therefore, it shows that the Domestic Equity Funds can be more related to the

Bursa Malaysia than other equity market indexes.

However there are only few funds are providing significant alphas when regress

on the equity market returns. There are four significant alphas which showing

negative figure while only two significant alphas showing positive figure. All three
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significant alphas on Bursa Malaysia are negative. Besides, the fund that has
significant alpha on Morgan Stanley Asia Pacific ex-dapan is also showing a
negative alpha. The negative alphas means the funds are providing less returns
when compare with the market returns. However, there are two positive alphas
which shown in the Morgan Stanley World Index and Europe, Australia and Far
East Index. It mean that these funds are providing excess returns when compare

with this indexes.

For the analysis period of 2007 to 2009, the number of significant betas has
reduced sharply. There are only 20 funds out of 52 Domestic Equity Funds
provide significant betas. As for the all the three Morgan Stanley Indexes, there
are less than ten significant betas for each Morgan Stanley Index respectively. It
shows that the fund returns is less in tandem with the returns of the equity market
over a shorter assessment period. However, it also show that the fund returns is
still follow more on movement of the Bursa Malaysia rather than other indexes

which in the comparison such as Morgan Stanley Indexes.
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In term of alphas, the Domestic Equity Funds is having more total significant of
alphas in the assessment period of 2007 to 2009 compare to 2005 to 2009.
There are total four significant positive alphas and four significant negative
alphas. All the negative alphas are derived when compare the funds returns with
the Morgan Stanley Asia Pacific ex-Japan Index. However, it is interesting that
there are three Domestic Equity Funds provide positive alphas when regress on
the Morgan Stanley Europe, Australia and Far East Index. Besides, there are

only one fund provide a positive alphas when compare the Bursa Malaysia.

Based on the summary of the regression analysis in Table 4.5, most of the
Domestic Equity Funds did not provide excess returns when compare with the
equity market indexes. There are only few significant alphas but not all the
alphas are positive. It applies to the study result for both five years (2005 — 2009)

and three years (2007 - 2009) assessment periods.

The second research question examine whether International Equity Funds
provide excess returns when compare with the equity market indexes. In the
assessment period from 2005 to 2009, there are only 2 funds available in the
markets namely HwangDBS Select Opportunities Fund and HwangDBS Asia
Quantum Funds. Only HwangDBS Select Opportunities is found to move in
tandem with the returns of Bursa Malaysia and Morgan Stanley Asia Pacific ex-

Japan as there is a significant beta. As for the alphas, none of these two funds
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found to provide significant alphas when regress with all the equity market

indexes.

As for the assessment from year 2007 to 2009, it is interesting to note that the
number of International Equity Funds available in the market have increased to
23 in year 2007 from 2 in year 2005. However, the most of the fund returns are
having insignificant betas which mean that it is not moving in tandem with the
returns of the equity market. There are total 11 significant betas when regress on
the equity market indexes. Regression on Bursa Malaysia provided one
significant beta while Morgan Stanley World Index provided two significant
alphas. However, the regression result on Morgan Stanley Asia Pacific ex-Japan
Index and Europe Australia, and Far East Index provide four significant betas

each.

There are only two International Equity Funds provided significant alphas. The
Pacific Focus18 Fund provide a negative alphas when compare with the returns
of Bursa Malaysia while TA South East Asia Equity Funds provided a positive
alphas when regress on the Morgan Stanley Europe, Australia and Far East
Index. As summarised in the Table 4.5, the International Equity Funds does not
provide excess returns when compare with the equity market indexes. Most of
the funds did not outperform the equity market. There are only one fund found

provided the excess returns when compare the equity market.
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The third research question examine whether International Equity Funds provide
higher excess returns than Domestic Equity Funds when compare with the equity
market indexes. The results have been summarised as shown in Table 4.6. The
assessment was done only for analysis from 2007 to 2009. The Domestic or
International dummy variable was omitted from the 2005 to 2009 analysis since
there are only two funds are International Equity Funds. The result from Table
4.6 show that the International Equity Funds did not provide higher excess
returns than Domestic Equity Funds when compare with all the four equity
market returns. The figure of the dummy variable show in all equity market is

insignificant.

4.3 Summary of Research Results

This study show that returns of the Domestic Equity Funds is more related to
domestic equity market which is the Bursa Malaysia. As for the International
Equity Funds, it can be more related to the market returns of the index from Asia
Pacific or Far East countries. As for the excess returns which measured by the
alpha, most of the unit trust funds did not provide superior returns when compare
to the equity market indexes. Regardless of equity fund that invest in domestic or
international market, only few out of total 75 unit trust funds in this study manage
to provide excess returns. It is also interesting to note that there are also few

funds underperforms when compare with the returns of the equity market.
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Besides, the study also shows no different in excess returns between Domestic

Equity Funds and International Equity Funds.

Table 4.6: Excess Return for Domestic and International Equity Funds

No.

Year 2007 - 2009

Dummy

Equity Market Index 5
Alpha Variable Beta R
1) KLCI -0.0180 -0.0399 0.7949 ** 0.7564
2) MXWO 01371 ™ -0.0500 1.0839 ** 0.7437
3) MXAPJ -0.0008 -0.0453 0.6183 ** 0.7468
4) MXEA 0.1368 ** -0.0513 1.0267 ** 0.7507

** Significant at 5% confidence level
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