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Abstract

In the literature numerous studies report that return timing models have low explanatory
power for the performance of mutual funds. This paper evaluates the performance of equity
funds in Taiwan and investigates effectiveness of the ability to timing volatility by fund
managers. We predict the volatility of the daily equity fund returns during January of 1998
to December of 2002 by utilizing the EGARCH(1,1) specification and then examine
whether fund managers can time the stock market successfully. The analysis indicates that
the fund managers have the ability to hold volatility timing of the stock market. We find that
the growth funds outperform the aggressive growth funds since their fund managers have
conservative investment strategies and adjust market exposure sophisticatedly. Therefore,
investors should assess the ability to timing volatility by fund managers which can diminish
the systematic risk effectively and have led high risk-adjusted return before decide which
fund would be appropriate for them.
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