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ABSTRACT

This study aims to examine the rate of return, risk, and ability in Portfolio management
of mutual funds to identify the best performers in terms of highest return, lowest risk, and highest
management efficiencies as a guideline for investors to decide on their choices of capital
investment.

Capital Asset Pricing Model (CAPM) with application of Sharpe Index, Trey nor Index,
and Jensen Index was used to gauge the management ability of mutual funds. Specifically,
covered in this study were 10 open equity funds that had dividend payment policy and operated
during the January 2003 — December 2006 period when the Thai economy expanded well at the
average rate of 5.7% per year. The findings revealed that TISCOEDF provided the highest returns
while ONE+1 gave the lowest returns.

However, TISCOEDF was also found to have the highest risks while THANA1 had the
lowest risks. The overall investigation results correspond to theory of High Risk — High Return of
individual security.

Eight out of the ten funds under study demonstrated statistically significant relationship

existed between the rate of securities returns and that of capital market returns. Among these, four



funds had beta > 1, indicating the rates of securities return proportionally larger than the
rate of market return, thus considered Aggressive Fund. The other four funds had beta < 1, thus
regarded as Defensive Fund, The study on risk-return compensation using the three indices —
Sharpe, Trey nor, and Jensen — revealed AYFSCAP to be the most efficient in Portfolio
management; while ONE+1 being the least efficient as well as the only fund failing to pass all
three indice’s criteria. However, investors have to observe capital market situations and take into
account other factors when making investment decision, the fund managers should assess their
operation performance constantly in order to revise the portfolio investment strategies in line with

the changing situations.



