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Primary aim of the paper:

Investigate the performance of general equity
mutual fund investment managers relative to
the South African market over different
economic periods

from this,

Investigate whether mutual fund investment
managers outperform the South African
market on average.
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Timeframe:

e Investigation from January 1994 to December
2012.

South African Economic Periods
e Splitinto 3 distinct periods:

> Economic downturn

» Stable or average economic growth
» Above-average economic growth
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Economic Period Split - Summary
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Hypothesis:

v" Null hypothesis: H,: The performance of the general equity
asset manager relative to the general equity market
benchmark is not significantly different from 0.

v' Alternate hypothesis: H;: The relative performance differs
significantly from O.

« For a particular month, the following were calculated:
— Jensen’s alpha (risk-adjusted for beta);
aij = Rij = [Rej + Bim(Ruj — Ry;)]
— Beta

_ Cov(Ry,Ry)
M Var(Ry)




Period 1: January 1994 to December 1996
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Period 2: January 1997 to August 1999  (Downturn)
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Results

Period 3: September 1999 to December 2003 (Stable growth)
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Period 4: January 2004 to November 2007 (Above-average growth)
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Period 5: December 2007 to August 2009 (Downturn)

Jensen's Alpha
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Period 6: September 2009 to December 2012 (Stable growth)
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Period | Economic Period | Average Alpha| Average Beta
(per annum)

1 Up 3.47% 0.77
2 Down -3.02% 0.91
3 Stable 0.74% 0.74
4 Up 4.25% 0.76
5 Down -3.03% 0.78
6 Stable -0.31% 0.76

Overall 0.99%
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Conclusion

Average growth Market No
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Average growth Market No

Above-average growth Outperformance Yes
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Average growth Market No
Above-average growth Outperformance Yes

Downturn Underperformance Yes
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Average growth Market No
Above-average growth Outperformance Yes
Downturn Underperformance Yes

Entire period Market No
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Thank you!

For more information contact:

Mark Hayes

Mark. Hayes@wits.ac.za

Dino Bertolis

Dino.Bertolis@gmail.com
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