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ABSTRACT

This independent study aimed to evaluate the performance of long term equity funds
regarding market timing by applying Treynor and Mazuy model. This study use the concept of
this model to evaluate the performance by using the return of long term equity funds and return of
market to plot the characteristic line under the assumption that if the fund manager perform well
regarding the market timing, the coefficient of the exponential term will be positive resulting the
cure of the line to be convex.

This study was applied to measure the market timing ability of fifty fund managers based
on the weekly data of net asset values and weekly data of return Stock Market, collected during
the year 2008 to 2009. With this model, the characteristic line for each mutual fund was obtained
and, the performance could be evaluated based on the values of the coefficient on the exponential
term. According to this model, the positive value of coefficient represents convexity of the
characteristic line. Convexity indicates successful market timing ability of the fund managers.

Our results showed that thirty-one long term equity fund have positive coefficient values,
meaning that the analyzing fund managers had the timing ability. In contrast, the values of

coefficients on the exponential term for nineteen other long term equity funds were found to be



negative. In conclusion, based on the Treynor and Mazuy model, thirty-one out of fifty long term
equity fund managers had the timing ability while nineteen long term equity fund managers

lacked this ability.



