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Challenges to Equity Fund Investing

►Difficult to add alpha. 

►Challenges from ETFs. 

►Lack of detailed information for fundamental analysis. 



Equity Fund Analysis (Part 1)

What should we do if we cannot perform   

fundamental analysis? 

► Screening

► Return Analysis

► Risk Analysis 

► News Analysis 



Screening: Morningstar Rating

► The peer group for each fund’s rating is its 
Morningstar 

Category
► Ratings are based on fund’s risk adjusted returns
► Morningstar Risk penalizes more on the downside 
risk 



Screening: Total Expense Ratio (TER)

►Cheap funds tend to perform well 



Return Analysis: Return Patterns

Which areas investors should pay attention  

to? 

► Calendar Year Performance 

► Upside/downside Capture Ratio 

► Tracking Error 



Return Analysis: Return Patterns

How did the fund perform in ups and 

downs? 

► Upside/downside Capture Ratio 

Downside Capture Ratio measures manager's performance 
in down markets. A down-market is defined as those 
periods (months or quarters) in which market return is less 
than 0. In essence, it tells you what percentage of the 
down-market was captured by the manager. For example, if 
the ratio is 110%, the manager has captured 110% of the 
down-market and therefore underperformed the market on 
the downside.



CASE STUDY

Return Analysis: Return Patterns



Return Analysis: Return Patterns

► Case 1



Return Analysis: Return Patterns

► Case 1



Return Analysis: Return Patterns

► Case 2



Return Analysis: Return Patterns

► Case 2



Performance Analysis: Return Patterns

► Case 3



Performance Analysis: Return Patterns

► Case 3



Risk Analysis: Backward Measures

How should investors measure risks? 

► Standard Deviation 

► Morningstar Risk  



Risk Analysis: Backward Measures

CASE STUDY



Risk Analysis: Backward Measures

►Case Study

► Fund: Asia Pacific ex-Japan Equity Fund  

► Benchmark 1: MSCI AC Asia Pacific ex-Japan 

► Benchmark 2: Category Average   

Name Morningstar Risk (5 
Yr)

Fund 5.13

Category 7.34



Risk Analysis: Backward Measures
► Case Study (con’t)



Risk Analysis: Backward Measures
► Case Study (con’t)

► The fund operates at a TER of 1.57%

Category

Top of 
lowes
t 20%

Bottom 
of most 

expensiv
e 20%

Overall 
Median 
Expens
e Ratio

# of 
share 
class

es
Asia/Pacific ex-Japan 
Equity 0.91 2.14 1.67 538



Risk Analysis: Portfolio Analysis

How should investors evaluate risks on a 

forward-looking basis?

► Portfolio Concentration 

► Sector Concentration 

► Country/Region Concentration



News Analysis 

How should investors react to different 

kind of fund news?

► Manager/Team Change  

► Merger 

► New Fund Launch 
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