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ABSTRACT

This research is aimed at studying the investment performance and ranking of unit
trust funds in Malaysia using different benchmarks as market portfolio to analyze how
sensitive the benchmarks affect the funds performance. Two different benchmarks used in
this study are KLSE Composite Index and KL.SE Emas. Other studies include : the
degree of risk diversification, the systematic risk of the funds, whether the funds adhere to
their stated objectives and whether fund manager have the ability to predict security
prices. Finally, the performance measurement tools are compared with Micropal ranking
systems which is independent fund analysis company responsible to rank Malaysia unit
trust performance since January, 1996.

The findings revealed that for the thirteen year period from January 1984 o
December 1996, most of the funds in the sample of thirty two private unit trust funds
performed worse than the market portfolio. More funds outperformed market portfolio
using Emas Index as benchmark compared to Composite Index. It was also shown that
the funds were not very well diversified portfolios but systematic risks were lower than
the market portfolio.

In summary, the funds did not adhere very well to their stated objectives and
hence could not be relied upon by investors as qualitative guide post for investment. The
research also showed that only few fund managers could forecast security prices and
manage to outperform the naive “buy and hold” strategy. But there are some fund
managers showing significantly poor forecasting ability because they underperform the

market risk-free rate.



ACKNOWLEDGEMENT

I am deeply indebted to Dr. Leong Kai Hin for his invaluable guidance,
advice and comments throughout this research. I am also grateful to Mr. Jacob
Thomas (Executive Director) of Federation of Malaysian Unit Trust Managers, Mr.
David O’Dwyer (General Manager) of Micropal Asia Limited, Mr. Teck Chye
Christopher See (Investment Analyst) of Asia Unit Trust Berhad, Ms. Julianna Lim
(Marketing Manager) of Arab Malaysia Unit Trusts Berhad, kn Tengku Ariff Tengku
Abdul Rahman (Assistant Finance and Operations Manager) of BBMB Unit Trust
Management Berhad, Mr. Goh Teck Eng (General Manager) of BHLB Pacific Trust
Management Berhad, Mr. Siew Yew Hong (Senior Manager) of DCB-RHB Unit
I'rust Management Berhad, Mr. Wong Boon Choy (General Manager) of Kuala
Lumpur Mutual Berhad, Ms Carcen Lim (Customer Service Manager) of MBF Unit
Trust Management Berhad, En. Nik Sulaiman (Marketing Manager) of Mayban
Management Berhad and Mr. Nathan Balakrishnan (General Manager) of SBB Unit
Trust Management Berhad for their cooperation and assistance in providing the
necessary rescarch data which made this research both possible and enjoyable
experience

My sincere gratitude goes to my parents and my life partner whose
understanding, love and support made this accomplishment possible. Many thanks
are also extended to my company for making available valuable time and resources

needed for completing the study.



