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1 Introduction 

 

Mutual fund investments have several advantages compared to direct stock ownership. Stock 

funds make it easy for small-scale investors to achieve a desirable degree of diversification 

between regions as well as between industry sectors at a reasonable cost. Furthermore several 

countries have public pension plans linked to mutual funds. Large populations are therefore 

more or less automatically saving a fraction of their working income in funds. One additional 

reason for investing in mutual funds is that these are managed by professionals who are likely 

to possess stock selection and portfolio management skills superior to those of the average 

fund investor. The claim that mutual funds should be able to earn returns above a normal 

compensation for risk is however contradicting the semi-strong form of Fama’s (1976) market 

efficiency hypothesis. Unless one assumes that fund managers have access to inside 

information about the stocks they follow, there are no reasons to expect abnormal returns. 

 

Mutual funds and their performances have been thoroughly investigated by the academic 

community.  A general conclusion seems to be that actively managed stock funds as a group 

have been unable to outperform their benchmark indices. Gruber (1986) for instance reported 

that actively managed US stock funds returned 0.6% less on an annual basis than the 

benchmarks during the 1985-94 period. According to several authors (Grinblatt and Titman 

(1989 and 1993), Carhart (1997) and Wermers (2000)) the relatively weak performance by 

American funds can be explained by administrative costs and fees rather than a general lack 

of stock selection skills. Also the Nordic fund markets have gained some interest among 

researchers. Dahlqvist and Söderlind (1999) found some evidence of abnormal returns for 

Swedish domestic funds, while Liljeblom and Löflund (2000) came to the conclusion that 

Finnish mutual funds usually were unable to outperform their benchmark.  

 

Even if stock funds taken together do not perform better than the stock market as a whole, it is 

still possible that some funds or subgroups of funds are able to consistently outperform their 

benchmarks. If a particular fund regularly beats the market, this would suggest that it has been 

managed by a skillful manager. This in turn can be seen as an indication of strong future 

performance. Empirical evidence indicating that past performance works as a predictor of 

future performance has been presented in several studies (most of them on US data). The most 

common method to investigate the link between past and future performance has been to 

compare abnormal returns during two consecutive time periods (the evaluation and the test 
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period) of equal length. These comparisons are usually repeated according to a rolling scheme 

where the test period becomes the evaluation period in the next comparison. Grinblatt and 

Titman (1992) as well as Goetzmann and Ibbotson (1994) used this approach with 

standardized evaluation measures and concluded that the evaluation period performance of 

US stock funds to some extent could explain their performance during the test periods.  

 

Goetzmann and Ibbotson (1994) confirmed their results by applying a more indirect test 

method based on the funds’ rankings during the evaluation and test periods. In Brown and 

Goetzmann (1995) and Malkiel (1996) the same method was used on international stock funds 

as well. Both studies found that funds with high rankings during the evaluation periods to a 

reasonable degree were able to maintain their positions over the test periods. Elton et al. 

(1996), Carhart (1997) and Sandvall (2001) approach the issue by dividing funds into 

portfolios of winners and losers. The subsequent returns on these portfolios are then compared 

to each other. Also these studies give some support to the view that past performance may be 

a useful predictor of future performance. There is however also some evidence (see Shukla 

and Trzcinka (1994) and Carhart (1997)) indicating that the positive relationship between past 

and future performance originates from the worst performing funds only. Underperforming 

funds thus tend to underperform over several consecutive time periods. 

 

Although fund managers as individuals receive a lot of attention in popular media (especially 

in the US), the corporate environment could also prove to be an important predictor of 

management performance. Whether certain fund companies on a regular basis are able to 

outperform their competitors is an issue that has not received very much attention among 

academics. Shukla and Trcinka (1994) calculated average fund rankings for several fund 

companies for two four-year periods. The correlation between the rankings of the two periods 

was negative, thus indicating a lack of performance persistency. Sandvall (2001) on the other 

hand presented evidence of short term performance persistency at the fund company level on 

the Finnish market. Sandvall utilized six month evaluation and test periods. 

 

The present study is focusing on mutual funds sold on the Swedish market. The aim has been 

to investigate whether past performance on the fund as well as the fund company level can be 

used as predictors of future performance.  The research method utilized is based on regression 

analysis of the relationship between abnormal returns during evaluation and test periods of 

one, two and three years length. To determine whether the relationship between past and 
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future performance is related to the market the funds invest in, the sample has been divided 

into five geographical categories.  Furthermore a division based on the average size of the 

holdings is carried out. The study covers the time period 1992-2001. 

 

The results confirm the existence of a pronounced positive serial correlation in abnormal 

returns calculated over one-year periods. This relationship is present on the fund as well as the 

fund company level. The relationship is strongest for Asian, North American and global 

funds. When the period length is extended to two years the positive relationship vanishes for 

all geographical categories except the Asian category. For three year periods no significant 

positive relationship between past and future abnormal returns exists in any of the 

subcategories. The conclusion to be drawn would thus be that it pays to investigate past 

performance before one decides which funds to invest in, but that it is enough to look back 

one year in time when evaluating the candidates.  

 

The next section gives a detailed description of the data. Then follows a survey of the research 

approach. Empirical findings are presented in separate sections for results on the fund and the 

fund company levels. A summary with discussions concludes the paper.  

 

 

2 Data 

 

This study is based on international stock funds sold in Sweden by 45 fund companies1 during 

the 1992-2001 period. The total number of investigated funds is 290. Since most funds were 

introduced after 1992, the sample during the earlier years of the study is smaller than during 

the later years. The average number of funds per fund company also increased from 3.6 in 

1992 to 6.4 in 2001 (see Table 1). Unfortunately only surviving funds were available. The 

tests may thus be subject to the “survivorship bias” discussed by Brown et al. (1992, 1997) 

and Hendricks et al. (1997)2. All funds sort under one of the following five regional 

categories:  North America, Europe, Asia (Japan excluded), Japan and World. Other regions, 

such as Latin America and eastern Europe, are not included in the sample. Neither have 

                                                
1 The fund companies are presented in Appendix 1.  
2 Since it was very uncommon for fund companies on the Swedish market to wind up international funds during 
the 90’s, the effect should be negligible. Some funds were however merged in association with bank mergers. 
These fund mergers were typically not related to performance. 
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national funds, with the exception of US3 and Japanese funds, been investigated. Sector funds 

were also left out of the study. The reason for excluding these funds is that the sample within 

each category would be too small for statistically reliable conclusions. Although a large 

number of technology funds currently are available, most of them are too young to permit 

tests of long term performance persistency. 

 

Besides the regional grouping, the funds have also been divided into two groups based on the 

average size of the firms included in their portfolios. Funds focusing on small and mid caps 

according to Morningstar Sweden’s classification are thus separated from funds with large 

cap holdings. The distribution of the sample over the various categories is shown in Table 1. 

 

 

The data consists of monthly returns (with dividends included) on the investigated funds. The 

funds’ transaction fees have not been taken into account4. Table 2 presents descriptive 

statistics on annual returns within the categories. The North American funds offered the 

highest returns among small and mid cap funds as well as among large cap funds during the 

investigated period. The Japanese funds had the lowest returns. Small and mid cap funds 

returned more than large cap funds in all regional categories except in the Asian one. The 

most extreme one-year return can be found among Japanese small cap funds, where FF-

Fleming Japanese Smaller Companies Fund returned +379.1% in 1999 only to loose 61.8% in 

the next year.  

                                                
3 Pure US funds are included in the North American category. 
4 Initial charges can substantially reduce net returns for investors often switching between funds. 

Table 1 
Fund sample 
This table displays the distribution of funds across regional and 
firm-size categories for the first (1992) and the last (2001) year 
covered in the study. 

*Funds investing in small or midsize firms according to 
Morningstar Sweden’s classification. 
**Funds investing in large firms. 

1992 2001
Total number of funds 72 290
Number of fund companies 20 45
Average number of funds/company 3.6 6.4
North American funds 16 55
European funds 16 98
Asian funds (Japan excluded) 14 35
Japanese funds 11 42
Global funds 15 60
Small cap funds* 12 60
Large cap funds** 60 230
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The funds’ abnormal returns have been estimated by regressing fund returns against the 

relevant index from Morgan Stanley (MSCI World Index, MSCI North America, MSCI 

Europe, MSCI Asia Pacific ex. Japan or MSCI Japan). The three month rate on Swedish 

treasury bills has been used as proxy for the risk-free rate. 

 

 

 

 

 

3 Method 

 

The most common way to test for performance persistency is to compare abnormal returns 

during two consecutive time periods of equal length. The length of the periods (the evaluation 

and the test period) usually varies between six months and four years. Since most fund 

managers have relatively  long investment horizons for their holdings, it is difficult to 

evaluate their performance over time periods shorter than six months. If, on the other hand, 

the evaluation and holding periods extend to several year, their usefulness may be limited by 

changes in personnel or investment policy. The information extracted from the evaluation 

periods are in such cases likely be of limited value for forecasting purposes. In this study one-

, two- and three-year periods have been utilized. By investigating periods of different length, 

we obtain valuable information for investors who look at past performance when choosing 

funds, but are uncertain on how far back they should look.   

 

Table 2 
Statistics on funds’ annual returns 
This table reports descriptive statistics on annual returns from 1992 to 2001 by fund type. The average 
values across all funds are observation-weighted averages. 

*1992 and 1993 are excluded since no Japanese small cap funds were available during these years.  

N. Amer. Europe Asia Japan Global All
Large caps Average 19.9% 18.2% 18.0% 8.4% 16.1% 16.0%

Minimum -43.9% -33.8% -41.7% -47.2% -24.7% -47.2%
Maximum 96.1% 67.6% 133.0% 217.6% 83.7% 217.6%
St. dev. 20.0% 21.9% 48.3% 38.5% 20.2% 23.6%

Small caps Average 25.8% 19.6% 17.0% 13.3%* 17.9% 20.8%
Minimum -19.2% -43.6% -48.1% -61.8%* -23.4% -61.8%
Maximum 129.3% 147.7% 194.5% 379.1%* 140.6% 379.1%
St. dev. 24.4% 24.7% 50.5% 74.8%* 27.0% 32.0%

All Average 21.6% 18.5% 17.7% 7.4% 16.3% 16.9%
St. dev. 20.2% 22.1% 48.9% 42.1% 20.5% 25.0%
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In the first step of the test procedure the return series are divided into one-, two- or three-year 

subperiods5. Abnormal returns are then estimated separately for each fund and subperiod with 

regressions based on Jensen’s model (Jensen, 1968): 

 

(1) ( ) titftmiitfti RRRR ,,,,, εβα +−+=−  

 

where Ri,t stands for the return on fund i during month t, Rf,t for the rate on the relevant three 

month  treasury bill and Rm,t for the return on the benchmark during the same month. The 

intercept αi is the fund’s abnormal return during the test period (a significantly positive value 

on αi  would imply that the manager has outperformed the market), the slope βi the fund’s 

sensitivity to the return of the benchmark and εi,t the error term. 

 

One global and four regional stock indices have been used as benchmarks. Although small 

and mid cap indices are available, they have not been used in this study. The reason is that 

several funds have shifted their focus between smaller and larger firms during the investigated 

period. Many funds have an outspoken focus on small caps, but other funds have also from 

time to time been heavily invested in smaller firms. For practical reasons all funds within a 

certain regional category have been benchmarked against the same index in the study. 

 

The relationship between abnormal returns during the evaluation and test periods has been 

investigated with the model 

 

(2) 
kikiki ePPa ,,,1,,2 ++= αα
 

 

where α2,i,k is the alpha for fund i during test period k, PP the performance persistency 

measure, α1,i,k the alpha for fund i during evaluation period k and ei,k the error term. A 

significantly positive value on PP means that managers that have been successful during one 

time period, are likely to beat their less successful peers in the subsequent period also. A 

negative value would on the other hand indicate that good results tend to be followed by 

inferior performance and vice versa. Both cases would imply that fund returns (the abnormal 

part) can be forecasted.  

                                                
5 Since overlapping time periods are not allowed, the first year (1992) included in the study was left out when 
three year periods were investigated. 
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Equation (2) is estimated according to a rolling scheme where a certain test period becomes 

the evaluation period in the next period pair. For each fund that was traded during the whole 

1992-2001 period we thus get nine one-year, four two-year and two three-year period pairs. 

Tests for performance persistency on the fund level have been carried out on the fund sample 

as a whole as well as on the regional and the firm-size categories separately.  

 

In order to investigate whether some fund companies possess management qualities that 

persist over time, Equation (2) has also been estimated on the fund company level. In the 

same manner as in Shukla and Trzcinka (1994), average Equation (1)-type abnormal returns 

have been calculated for each fund company. The “fund alphas” in Equation (2) have then 

been replaced by the new   “fund company alphas”. The tests on the fund company level have 

been done with one-, two- and three-year test and evaluation periods and separately for the 

two firm-size categories. Separate tests for the regional groups have not been carried out since 

the sample in each category would have been too small for any statistically reliable 

conclusions.  

 

 

4 Results for individual funds 

 

Table 3 displays the number of observations as well as adjusted R2-values, average parameter 

estimates and t-values obtained from estimations of Equation (1). The parameter values in the 

table are averages for funds and period-pairs within the various regional and size-based 

categories. Results for the different period lengths are displayed in separate panels. The alphas 

(the intercepts of the model) are measures of the funds’ abnormal returns or, in other words, 

the part of the return that is above a normal compensation for a fund’s risk position. The beta-

values, which mirror the funds’ sensitivities to market movements, are in most cases close to 

one, which means that the funds have a market risk close to the average of all stocks. 

 

According to Table 3, the average alpha-values are relatively close to zero, which indicates 

that the investigated funds have performed approximately in line with their benchmark 

indices. While the Asian (Japan excluded) and the Japanese funds show slightly positive 

alpha-values, the funds in the other categories performed somewhat worse than their 

benchmarks. When small and mid cap funds were separated from large cap funds, evidence 
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indicating that the former group performed better than the latter one was found. This result 

was especially evident among the North American and the Japanese funds. Only in the Asian 

category (Japan excluded) small and mid cap funds had somewhat lower returns then funds 

with larger firms. One possible explanation for the superior performance of small and mid cap 

funds is that smaller firms are not as widely followed as larger enterprises and that it therefore 

is easier for skilled fund managers to identify underpriced stocks among small caps. Banz 

(1981) presented evidence indicating that small caps regularly return more than large caps 

after proper risk adjustments were made, but subsequent research has not unanimously 

supported his findings.6  

 

 

Equation (2) investigates whether the abnormal returns obtained from Equation (1) persist 

over time. The number of observations, R2-values, slopes and t-values from regressions on the 

various sub-sampels are all presented in Table 4. As is often the case with financial data, 

                                                
6 Fama and French (1996) argue that the size effect can be explained by the fact that smaller firms are exposed to 
risk factors not captured by the traditional risk measure Beta. 

Table 3 
Parameter estimates from regressions calculating abnormal fund returns 
The table presents average parameter estimates and t-values according to Equation (1) by regions and time 
horizons. The values are averages across funds as well as time periods (ten calendar years (1992 to 2001) in 
Panel A, five two-year periods (1992-93 to 2000-01) in Panel B and three three-year periods (1993-95 to 
1999-2001) in Panel C). Separate benchmarks are used for each regional category. The benchmarks are 
Morgan and Stanley’s Stock Indices (MSCI) for the regions in question plus the MSCI World Index for the 
global category. Average t-values are in parentheses. 

 

N. Amer. Europe Asia Japan Global

Panel A: One-year periods
Number 308 502 254 243 354
Adjusted R2 0.2536 0.4501 0.5553 0.1911 0.2283
Intercept -0.0160 -0.0054 0.0350 0.0270 -0.0110

(-0.2331) (-0.2251) (2.1337) (1.3356) (-0.2460)
Slope 0.8547 0.9654 0.7823 1.0250 0.8865

(3.5682) (4.5964) (1.5908) (4.0500) (1.9560)

Panel B: Two-year periods
Number 158 185 116 123 148
Adjusted R2 0.2755 0.4850 0.6000 0.2041 0.2987
Intercept -0.0255 -0.0166 0.0278 0.0310 -0.0477

(-0.1858) (-0.0321) (1.6522) (0.9546) (-0.2780)
Slope 0.8462 0.9256 0.7804 1.0045 0.8452

(2.689) (3.204) (1.6822) (3.6852) (1.4598)

Panel C: Three-year periods
Number 79 92 60 65 75
Adjusted R2 0.2863 0.5577 0.6244 0.2268 0.3302
Intercept -0.0335 -0.0202 0.0310 0.0480 -0.0550

(-0.0956) (-0.0251) (1.5866) (1.4890) (-0.3671)
Slope 0.7851 0.8379 0.8265 0.9452 0.8666

(1.9852) (1.459) (1.205) (2.9949) (1.2382)



 9

goodness of fit levels are low in most cases. In this case the low R2-values imply that past 

performance only to a low degree can explain future performance.    

 

The slope coefficients are significantly positive for the one-year period case when aggregated 

over regional and size categories. According to this result, investors should be looking for 

funds that have outperformed their benchmarks over the last year. Since the test periods, just 

like the evaluation periods, cover only one year, investors should also reevaluate their funds 

once a year to make sure that they live up to the expectations. When the periods are extended 

to two years, the positive relationship between abnormal returns of the evaluation and test 

periods is replaced by a negative one. This negative relationship accentuates even further for 

three year evaluation and test periods. 

 

 The positive relationship for the shortest period length is in line with previous research on 

short-term persistency of fund management performance (the so-called “hot-hands”-

phenomenon). For instance Hendricks et al. (1993), Brown and Goetzmann (1995) and 

Carhart (1997) have documented positive short-term performance persistency. Positive 

persistency has however also been documented for the longer term by Elton et al. (1996) and 

Gruber (1996) among others. Phelps and Detzel (1997) and Daniel et al. (1997) on the other 

hand find no relationship between fund performance during subsequent time periods.  

 

Some interesting findings can be made when the geographical categories are investigated 

separately. The general conclusion that one-year management performance tend to be 

replicated the following year is true for all categories, although the relation is weaker for 

European and Japanese funds than for funds covering the other markets. An interesting result 

for the Asian category is that performance persistency is positive and significant not only for 

one-year periods, but for two-year periods as well. One possible explanation for this finding is 

that some of the Asian stock markets are relatively young and therefore not as thoroughly 

analyzed as more mature markets. Skillful fund managers might as a result be able to hold on 

to their competitive advantages for a relatively long time.  

 

The negative relationship between evaluation and test period performance for three year 

periods seems to be a North American and European phenomenon. The other categories show 

neither significantly positive nor significantly negative performance persistency for these 

longer time periods.         
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The results for small and mid cap funds are similar to those of large cap funds for all period 

lengths when aggregated over regional categories. The data samples are too small (especially 

in some of the categories) to permit comparisons of performance persistency between large 

and small/mid cap funds within the regions.  

        

 

5 Results for fund companies 

 

Whether some fund companies, and not only managers of individual funds, are able to beat 

their peers on a regular basis, is an issue that has raised little attention among researchers. 

Shukla and Trzcinka (1994) tested fund company performance with rather long (four year) 

evaluation and test periods. They documented a negative relationship between relative 

performance during consecutive periods. Sandvall (2001) investigated Finnish fund 

companies with shorter (six month) periods and found evidence suggesting that successful 

fund companies are able to keep up their superior performance over consecutive periods. 

Sandvall used fixed income and blended funds as well as pure stock funds in his research.  

 

Results obtained when estimating Equation (2) on fund companies’ average alphas according 

to Equation (1) are presented in Table 5. The slope coefficient (PP) for one-year periods is 

close to the corresponding coefficient on the individual fund level (0.074 vs. 0.083), although 

the significance level is lower for the smaller fund company sample. The negative relationship 

for two-year periods on the fund level does not exist on the aggregated fund company level. 

For three-year periods the relationship is however negative in both cases. The results thus 

support Sandvall’s conclusion about positive short term performance persistency as well as 

Shukla and Trzcinka’s evidence of negative persistency in the longer run.  
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One reason why fund companies (as well as individual funds) have a hard time repeating 

superior performance over longer time periods is that successful management leads to a strong 

inflow of new capital (see i.e. Gruber (1996)). It is difficult for funds with very large amounts 

of capital to buy or sell shares in a swift manner without disrupting the market. Their 

flexibility is thus reduced. Another disadvantage with large funds is that the managers may be 

forced to invest in other than the most attractive stocks since good investment opportunities 

are rear. Finally, it may be hard for fund companies to keep their most successful managers 

within the firm, since these managers are very attractive on the labor market.  

 

One interesting result displayed in Table 5 is the positive relationship between relative 

performance of subsequent two-year periods for small/mid caps. As evident from Table 4, the 

corresponding figure was negative when individual funds rather than fund companies were 

tested. It thus seems as if the corporate environment that managers work within has an 

additional positive effect on successful managers of small/mid cap funds. But since pure 

statistical effects, such as the presence of an aggregation bias, may play a role, one should be 

Table 5 
Performance persistency estimates for fund companies 
The table presents parameter estimates and t-values according to Equation (2) by regions and time 
horizons. The data used in the regressions are pairs of fund company average abnormal returns 
(intercepts obtained from estimations of Equation (1)) over two subsequent time periods (the evaluation 
and the test period). Each observation is the average abnormal return (alpha) across a fund company’s 
funds for the firm-size category in question. If a fund company has only one fund in the category, then 
the abnormal return on this fund is used directly. The alpha-pairs are rolled over so that one test period 
alpha becomes the evaluation period alpha in the next observation pair. Since several fund companies 
are included in each sample, the regressions are combined time series and cross sectional regressions. 
The slopes (PPs) are measures on performance persistency between periods. A positive slope coefficient 
indicates performance persistency while a negative coefficient indicates a reversal of performance. 

aFunds investing in small or midsize firms according to Morningstar Sweden’s classification. 
bFunds investing in large firms. 
** indicates statistical significance at the 1% level. 
 
 

Number Adjusted R2 Slope t-values

Panel A: One-year periods
All funds 284 0.0014 0.0741 (1.1807)
Small capsa 132 -0.0044 0.0668 (0.6482)
Large capsb 265 -0.0020 0.0439 (0.6851)

Panel B: Two-year periods
All funds 110 -0.0083 0.0364 (0.3239)
Small capsa 49 0.0187 0.2290 (1.3834)
Large capsb 100 -0.0081 -0.0603 (-0.4545)

Panel C: Three-year periods
All funds 50 0.1888 -0.7458 (-3.5218)**
Small capsa 22 0.2969 -0.8338 (-3.1415)**
Large capsb 47 -0.0222 -0.0019 (-0.0108)



 12 

careful drawing any strong conclusions from this finding. When evaluation and test periods 

are extended to three years, the positive relation is replaced by a negative one. For large cap 

funds there is no significant relationship between evaluation period and test period 

performance for any of the period lengths.  

 

 

6 Conclusions 

 

When a person invests his savings in a mutual fund, he relies on experts and their judgments 

instead of trying to analyze market conditions and individual securities by himself. For such 

an investor it is of great importance to spend at least some time and effort searching for the 

fund managers that have the best chances of achieving good results. Historical performance is 

the natural starting point when judging fund managers’ capacities. Ratings provided by 

research institutes, such as Morningstar, can serve as a guidance when comparing funds to 

each other. These ratings usually take past returns as well as risk levels into account and are 

therefore suitable for risk management purposes as well.  

 

For these ratings to be of any significance, one must assume that history has a tendency to 

repeat itself. The findings on stock funds presented in this paper give support to the 

assumption provided that only the last year is taken into account. Funds that have performed 

well a given calendar year are more likely to succeed the following year than more poorly 

performing funds. This conclusion is true not only for the sample as a whole, but also for all 

the individual geographical and firm-size categories. One should however keep in mind that 

the study covers a relatively short time period (ten years) and that some researchers (such as 

Phelps and Detzel (1997) and Daniel et al. (1997)) have questioned whether past fund returns 

can be used for finding future winners.  

 

The ratings presented by rating institutes are normally based on returns and risk measures 

calculated over three-year or longer periods. Estimates based on shorter time series are often 

viewed to be of less importance since short-term variations in stock prices make it difficult to 

form an opinion about a fund manager’s skills. The results presented in this study however 

suggest a different approach. The relationship between excess fund returns over consecutive 

three-year periods turned out to be negative rather than positive. If this finding has 

applicability beyond the investigated period and sample, it would mean that fund ratings 
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based on three-year historical performance are doing more harm than good. Since the study 

includes only three three-year periods one should of course be careful not to draw any too far-

reaching conclusions. To not only look at published ratings but also at the funds short-term 

performances, is however a well-founded recommendation. 

 

Since short-term performance plays an important role, it is well worth while for investors to 

evaluate their fund portfolios on a regular basis (i.e. once a year). Before an investor decides 

to switch from one fund to another, he should however also take transaction fees into account. 

Only if the expected gain from the exchange exceeds the costs, the transactions should be 

carried out. Since the transaction fee is certain while any expected gain is based on uncertain 

estimates, he should also demand a large enough margin before switching funds. Several on-

line brokerages are however offering a wide range of funds without transaction fees. If such a 

fund has shown superior performance during the last year and also meets all other criteria put 

up by the investor, then there are good reasons to carry out a switch.  

 

This study has not taken into account changes in management of the investigated funds. It is 

fair to assume that past performance of a fund with a recently appointed manager has limited 

value as predictor of future performance. The effects of management changes on fund 

performance might therefore be a fruitful area for future research. 
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Appendix 1 

 

 
 

Table A1 
Fund companies 
The table lists the fund companies included in the study, as well as the number of funds for 
each company, during the first (1992) and the last (2001) year covered in the study.  

 

Number of funds Number of funds
1992 2001 1992 2001

Alfred Berg 0 8 HSBC 0 9
Alterum 1 4 IKANO Banken 0 1
AMF Pension 0 2 Invesco GT 3 17
Aragon 0 2 JP Morgan 0 2
Banco 5 8 Julius Baer 3 8
Baring 0 6 KPA 0 1
BNP Paribas 3 6 Länsförsäkringar 0 8
Carlson 0 11 LCF Rotschild 0 1
Carnegie 0 2 Merrill Lynch 0 10
Catella 0 1 MFS 0 5
CB 0 1 Morgan Stanley 0 11
CDC 0 2 Nordea 1 17
Chase Fleming 8 11 Performa 1 1
Credit Agricole 2 7 Pictet 4 7
Evli 0 3 Robur 5 8
Fidelity 6 10 SalusAnsvar Öhman 1 7
Firstnordic 0 1 Schroder 1 10
Folksam 0 7 SEB 9 21
Franklin Templeton 4 9 Seligson & Co 0 2
Gartmore 5 10 Skandia 3 6
Handelsbanken 6 13 SPP 0 5
Haussmann 0 2 Storebrand 0 5
HQ.SE 1 2 Total 72 290


