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Abstract: The paper aims at estimating overall mutual fund performance which is 
focused on fund’s managers’ skills for the stock selection. It may be possible that fund 
managers can mitigate greater benefits by assuming that stock selection techniques by 
timing the market correctly. The fund manager’s ability to identify the superior 
performance by using stock selection and market timing method. An attempt has been 
made to evaluate performance of selected mutual funds on the basis of selectivity of 
mutual funds and also market timing ability of mutual fund managers. The analysis in this 
section of the Jensen Alpha Measure and Treynor and Mazuy model. The study found that 
MultiCap funds have positive stock selection attained by the managers with aligning the 
market forecasting. But other selected Cap funds, mostly predicted negative selection of 
stock with opposite direction to the market forecasting ability. In view of market timing 
skills prediction (gamma) under Treynor-Mazuy model, Franklin India fund have aligning 
to the marketing timing skills almost all the selected cap funds. 

Key words: Stock Selectivity, Market Timing, Jensen Measure, Treynor-Mazuy 
Model, Mutual Fund Performance.  

1. Introduction 
Managers can also generate superior performance by timing the market correctly, if he 

assesses the direction of market correctly, either the market is bull or bear, and 
positioning the fund accordingly. In a declining market, manager can adjust a portfolio 
properly by increasing the cash percentage of the fund or by decreasing the beta of the 
equity portion of the portfolio. Conversely, in rising market fund managers could reduce 
in the cash position or increase in the beta of the equity portion of the portfolio, and then 
they would be generating superior returns. Market Timing skills: Assessing the correct 
directions of the market whether volatile situation and positing their portfolio choices 
accordingly.  Stock Selection Ability: It involves forecasting of price movements of 
individual stocks accordingly adjusting their portfolio that are under valued or over value 
relative equity position in general.  

2. Review of Literature 
Murhadi, (2010) an empirical assessment of the performance of mutual fund managers 

in terms of “market timing” and “selectivity”, within the framework suggested by Treynor 
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and Mazuy (1966) and Henriksson and Merton (1981). The relevant data set is a balanced 
panel of fifty-five mutual funds, over a seventeen-month period beginning on February 
2008 until June 2009. The result showed that only four among selected mutual fund have 
a good performance in market timing and also, four mutual funds have a good 
performance in terms of stock selection. Both methods have a good indicator to reflect 
mutual fund performance. 

Kale & Panchapagesan, (2012) presented an overview of the mutual fund industry in 
India and the reasons for its poor penetration, which includes lack of objective research. It 
benchmarks the industry globally, and raises key issues regarding the ownership and 
performance of mutual funds, the sensitivity of fund flows to performance, and the 
importance of regulation to its growth, all of which have been largely under researched in 
India. It then captures the views of leading practitioners on these and other issues, 
including the challenges posed by poor financial literacy, the equity culture in the country, 
and the weakly supportive regulatory environment. 

Zabiulla, (2014) observed that the Indian context by using a sample of 220 equity 
funds. The study used the Treynor and Mazuy model and the Henriksson and Merton 
model in their unconditional and conditional versions. The impact of asset size and 
market capitalization was also studied. The empirical results indicate that a majority of 
the fund managers did not exhibit superior performance. The managers are motivated to 
decide stock selection rather than market timing. In line with the Indian and global 
studies, this study suggested that the fund managers were unable to provide market 
premium to the investors. Perverse market-timing strategies resulted in poor performance. 
The study predicted that exert negative association found between stock selection and 
market timing skills.  The selectivity performance declined and perverse market- timing 
ability increased on inclusion of macro-economic variables. The fund managers failed to 
capitalize on their professional management expertise. The fund characteristics analysis 
showed that the large cap funds and large size funds posted better results than their mid-
cap and mid-size counterparts whereas small cap funds portrays poor performance. 

Ünal & Tan, (2015) empirically evaluating selectivity skills and market timing ability 
of Polish fund managers during the period from January 2009 to November 2014. After 
the global financial crisis of 2008, in this period of quantitative easing (QE), thanks to an 
increase in the money supply, a capital flow from developed countries to developing 
countries was observed. The study analyzed that although the financial market in Poland 
made an incredible progress, whether fund managers show better or worse performance 
than the market. In order to evaluate fund manager performances, Jensen alpha (1968) is 
computed, which depicts selectivity skills of fund managers. For determining market 
timing ability of fund managers, Treynor & Mazuy (1966) regression analysis and 
Henriksson & Merton (1981) regression analysis are applied. The benchmark index is 
taking into consideration for performance evaluation in Warsaw Stock Exchange. 
Regression analysis indicate that over the same period fund managers did not also have 
market timing ability, as again none of the 14 funds had statistically significant positive 
coefficients. It was detect that in the era of quantitative easing, although the financial 
market in Poland made an incredible progress, the fund returns were generally lower than 
the stock market and Polish fund managers could not display a good performance both in 
selectivity skills and market timing abilities. 

Kasilingam & Jayabal, (2016) explored the income fund is the most preferred fund 
among the investors. The investors also feel that income fund not only provides regular 
return but also it is good in safety, liquidity and meeting investor expectations. The 
preferred system varies according to investment experience, family income and number of 
family members. The frequency of change is not very high and the study concludes that 
investor preferences vary based on experience, family income and the number of family 
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members they have earned. Investors also have a similar view of industry-based large-cap 
and risk-based systems. Each system differs in terms of liquidity and security (safety). 
The results of this study will help mutual fund managers understand where a gap exists 
and where a group is located. As a result, they can introduce new investment plans or 
restructure the existing system. 

P. Mishra & Singh, (2016) studied the empirical results of the SBI Nifty Index Fund 
outperformed the other six index funds during the study period. The fund manager who 
manages the SBI Nifty Index Fund may limit the tracking error to an acceptable limit. Try 
to use some statistics to evaluate the performance of some Indian funds in India. The 
study involves the use of graphical interpretations as well as statistical tools for R-squared 
error values and tracking. Two models of tracking error were used to empirically test the 
performance of selected index funds. The results clearly show that the null hypothesis was 
rejected by the three statistics with tracking error 1 and tracking error 2 and the value of R 
square. These results should be analyzed with some caveats. This document does not take 
into account the fact that it does not have a significant impact on the composition of the 
Reference Index. 

3. Objectives of the study 
The purpose of the study to evaluate performance of selected mutual funds on the basis 

of selectivity of mutual funds and also market timing ability of mutual fund managers. 
The analysis in this section of the following: 

1. The Jensen Alpha Measure 
2. The Treynor and Mazuy model 

In the present section examines the market timing ability of mutual fund managers 
during the study period from January 2013 to December 2017.  

Portfolio Index 

A sample of 5 Mutual fund schemes of different market cap fund has been selected on 
random basis for the purpose of testing the market timing abilities of the fund managers.  
The data used in the study comprised daily Net Assets Value for the five-year period from 
1st January, 2013 to 31st December, 2013.  

Portfolio Market Index 

The study used the National Stock Exchange (NSE) Nifty 100 Index as a surrogate for 
market portfolio as it is a broad-based index. It has also been a widely accepted proxy 
amongst investment researchers as well as practitioners in India. The index is based upon 
100 actively traded equity shares.  

Stock Selection Ability 

Micheal C. Jensen proposed an absolute measure of performance in 1968, to evaluate 
the portfolio manager’s predictive ability i.e. the ability to achieve higher returns through 
successful prediction of security prices than expected for the given level of risk. It is the 
regression of excess fund return with excess market return. The intercept (alpha) of the 
regression equation provides Jensen’s measure of the sample mutual fund schemes of 
dividend and growth options respectively. 
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Where, 

Rp = the return on the sample mutual fund, 

Rm = the return on the market portfolio, 

Rf = the risk-free term 

 = the random error term and; 

, and  are parameters of the model 

With the Jensen Performance Index, the manager can compare the relative performance 
of portfolio returns with each other or on the market. Alpha values allow performance 
classification, with higher values indicating better performance. The alpha sign indicates 
that the portfolio manager outperforms the market after adjusting the portfolio risk. A 
positive alpha indicates a better relative performance in the market, while a negative alpha 
indicates a worse performance. The results of Jenson Measure of the selected mutual fund 
schemes of dividend and growth options respectively has been discussed in Table 1.1 and 
Table 1.2.   

Table 1.1 Results of Jensen Measure - Dividend Option 

 

Sl.No Schemes Alpha t-apha sig. Remarks R-Square 
I MultiCap Fund 
1 Aditya -0.1205 -4.2633 0.0000 ** 0.0019 
2 DSP -0.0736 -2.3832 0.0173 * 0.0484 
3 HDFC -0.1039 -3.8798 0.0001 ** 0.0028 
4 Franklin -0.0899 -2.5836 0.0099 ** 0.0009 
5 ICICI -0.1191 -4.6699 0.0000 ** 0.0015 
II LargeCap Fund 
1 Aditya -0.0071 -0.0451 0.9640 NS 0.0008 
2 DSP -0.0422 -1.3390 0.1808 NS 0.0527 
3 HDFC -0.0744 -2.4628 0.0139 * 0.0048 
4 Franklin -0.0877 -2.6137 0.0091 ** 0.0005 
5 ICICI -0.1272 -4.9504 0.0000 ** 0.0020 

III LargeMid Fund 
1 Aditya -0.1114 -3.0392 0.0024 ** 0.0054 
2 DSP -0.0914 -3.3541 0.0008 ** 0.0809 
3 HDFC -0.0919 -3.0797 0.0021 ** 0.0024 
4 Franklin 0.0097 0.1018 0.9189 NS 0.0001 
5 ICICI -0.1044 -3.7948 0.0002 ** 0.0007 

IV MidCap Fund 
1 Aditya -0.0004 -0.0024 0.9981 NS 0.0000 
2 DSP -0.1577 -5.6198 0.0000 ** 0.0000 
3 HDFC -0.1212 -3.9434 0.0001 ** 0.0005 
4 Franklin -0.1461 -5.4332 0.0000 ** 0.0000 
5 ICICI -0.1251 -3.6604 0.0003 ** 0.0003 
V SmallCap Fund 
1 Aditya 0.0325 1.2497 0.2116 NS 0.0010 
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2 DSP -0.1863 -6.8732 0.0000 ** 0.0000 
3 HDFC -0.1347 -4.2010 0.0000 ** 0.0009 
4 Franklin -0.1163 -3.1203 0.0018 ** 0.0018 
5 ICICI -0.1209 -4.2060 0.0000 ** 0.0000 

Note: ** indicates t-statistics significant @ 0.01 level, * indicates t-statistics 
significant @ 0.05 level and NS - Not Significant 

 

The result depicts that MultiCap fund, alpha value of Adiya, HDFC, Franklin and 
ICICI are shown negative and statistically significant @ 0.01 level of significance. DSP 
Fund is also negative alpha value but statistically significant at 0.05 level. It could be 
observed that R square value is least value which implies that low variation found the 
model prediction.  

The result indicated that LargeCap fund, Franklin and ICICI alpha values have 
negative and significant at 0.01 level and the same HDFC has found negative alpha value 
but statistically significant at 0.05 level. Conversely, Aditya and DSP funds have negative 
value of alpha but t-value is not significant. The R square value of the model found that 
low variation among the selected funds.  

It could be observed from Table 1.1, the LargeMidCap fund’s alpha values are negative 
and significant at 0.01 level in all the selected fund except in Franklin India. The Franklin 
India mutual fund positive direction of alpha value but statistically not significant. The R 
– square indicates low variation found in all the cases. 

It is observed from table, MidCap funds alpha values are negative and statistically 
significant at 0.01 level of significance except Aditya Birla SunLife fund (Not 
Significant). The R square value reveals that low percentage of variation found in the 
models.  

It is evident that, SmallCap fund’s alpha values are negative and significant in case of 
DSP, HDFC, Franklin India and ICICI. The Aditya Birla fund is positive alpha value bust 
statistically not significant. The R square value reveals that low percentage of variation 
found in the models. 

A close examination of the Table 1.1 indicates that all the selected funds with 
respective market capitalization have posted negative and significant values in all the 
cases of mutual funds. Table 1.1 denotes the results of Jensen’s alpha measure that 
indicate selectivity skills of fund managers. Fund mangers either have higher performance 
or lower performance relative to the market. Out of selected market capitalization fund, 
none of the funds are positive and statistically significant. All the selected funds are 
negative and statistically significant alpha values which is interpreted that these funds 
mangers don’t have selective ability.  

Table 1.2 Results of Jensen Measure - Growth Option 

  

Sl.No Schemes Alpha t-apha sig. Remarks R-Square 
I MultiCap Fund 
1 Aditya -0.1007 -3.3310 0.0009 ** 0.0026 
2 DSP -0.0971 -3.5970 0.0003 ** 0.0753 
3 HDFC -0.1397 -6.3201 0.0000 ** 0.0027 
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4 Franklin -0.1311 -4.3717 0.0000 ** 0.0013 
5 ICICI -0.1378 -5.8078 0.0000 ** 0.0021 
II LargeCap Fund 
1 Aditya -0.1552 -4.3114 0.0000 ** 0.0034 
2 DSP -0.0813 -3.0754 0.0021 ** 0.0774 
3 HDFC -0.1397 -6.3201 0.0000 ** 0.0027 
4 Franklin -0.1235 -4.1812 0.0000 ** 0.0016 
5 ICICI 0.2181 0.5043 0.6142 NS 0.0011 

III LargeMid Fund 
1 Aditya -0.1843 -3.3859 0.0007 ** 0.0039 
2 DSP -0.1078 -4.2564 0.0000 ** 0.0927 
3 HDFC -0.1349 -5.8412 0.0000 ** 0.0042 
4 Franklin 0.1011 0.4584 0.6468 NS 0.0000 
5 ICICI -0.1473 -5.0296 0.0000 ** 0.0025 

IV MidCap Fund 
1 Aditya -0.1928 -4.4648 0.0000 ** 0.0000 
2 DSP -0.1577 -5.6217 0.0000 ** 0.0000 
3 HDFC -0.1675 -7.3394 0.0000 ** 0.0000 
4 Franklin -0.1696 -7.0753 0.0000 ** 0.0000 
5 ICICI 0.0244 0.1230 0.9022 NS 0.0001 
V SmallCap Fund 
1 Aditya -0.1751 -6.3499 0.0000 ** 0.0012 
2 DSP -0.1863 -6.8730 0.0000 ** 0.0000 
3 HDFC -0.1812 -7.7866 0.0000 ** 0.0013 
4 Franklin -0.1426 -3.7989 0.0002 ** 0.0010 
5 ICICI -0.1464 -6.8949 0.0000 ** 0.0006 
Note: ** indicates t-statistics significant @ 0.01 level, * indicates t-statistics 

significant @ 0.05 level and NS - Not Significant 
 

It is evident from Table 1.2, depicts that MultiCap funds alpha values are negative and 
significant at 0.01 level of significance in all the cases (Adiya, DSP, HDFC, Franklin and 
ICICI). The respective models R Square indicated that low variation found during the 
study period. In LargeCap fund, the alpha values are negative and statistically significant 
at 0.01 level of significance except Aditya Birla SunLife fund (Not Significant). The R 
square value reveals that low percentage of variation found in the models.In 
LargeMidCap fund, the alpha values are negative and statistically significant at 0.01 level 
of significance (Aditya, DSP, HDFC and ICICI). The Aditya Birla SunLife fund is 
positive alpha value but statistically not significant. The R square value reveals that low 
percentage of variation found in the models. 

 Table 1.4 : Summary of Regression Result – Manager’s Stock Selection Ability measured 

by Alpha () of select Mutual Funds 

Sl.No Scheme 
No.of 
Funds 

Dividend Option Growth option 

Positive* Negative* 
Not 

Significant 
Positive* Negative* 

Not 
Significant 

1 
Multi 
Cap 

5 
- 
 

1 
(Aditya, 

DSP, 
- - 

5 
(Aditya, 

DSP, 
- 
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Franklin, 
HDFC, 
ICICI) 

Franklin, 
HDFC, 
ICICI) 

2. 
Large 
Cap 

5 - 

3 
(Franklin, 

HDFC, 
ICICI) 

2 
(Aditya, 

DSP) 

1 
(Franklin) 

- 
1 

(ICICI) 

3. 
Large 
Mid 
Cap 

5 - 

4 
(Aditya, 

DSP, 
HDFC, 
ICICI) 

1 
(Franklin) 

1 
(ICICI) 

- 
1 

(Franklin) 

4. 
Mid 
Cap 

5 - 

4 
(DSP, 
HDFC, 

Franklin, 
ICICI) 

1 
(Aditya) 

- - 
1 

(ICICI) 

5. 
Small 
Cap 

5 - 

4 
(DSP, 
HDFC, 

Franklin, 
ICICI) 

1 
(Aditya) 

- 

5 
(Aditya, 

DSP, 
Franklin, 
HDFC, 
ICICI) 

- 

 Indicates significant at 5% level of significance. 

 

In MidCap fund, the alpha values are negative and statistically significant at 0.01 level 
of significance (Aditya, DSP, HDFC and Franklin). The ICICI fund is positive alpha 
value but statistically not significant. The R square value reveals that low percentage of 
variation found in the models. It is evident that, SmallCap fund’s alpha values are 
negative and significant at 0.01 level of significance in all the cases (Adiya, DSP, HDFC, 
Franklin and ICICI). The respective models R Square indicated that low variation found 
during the study period.  

According to the growth scheme options, it is evident from Table 1.3 indicates that 
almost all the schemes have posted negative alpha values in all categories of market cap 
funds. The negative alpha and statistically significant values imply that the fund mangers 
of these schemes have shown opposite stock selection in the market forecasting.  

Modules for Market timing: - 

The literature has been suggested that proposed method to test the market timing 
abilities of the fund managers such as Treynor and Mazuy (1966) and Hendrickson and 
Merton (1981). 

Treynor and Mazuy Module 

Treynor and Mazuy module was developed by Treynor and Mazuy (1966). They 
suggested that in order to detect the market timing abilities of fund managers should add a 
squared term to the simple linear relationship module which is given as under: - 

 

Where, 

Rp = the return on the sample mutual fund, 
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Rm = the return on the market portfolio, 

Rf = the risk-free term 

 = the random error term and; 

,  and  are parameters of the model 

 The reason behind this equation is that if a fund manager does not operate at market 
timings and focuses solely on stock selection, the beta average of the portfolio should be 
relatively constant. In this case, the fund's performance would indicate a linear 
relationship in terms of market performance. However, if the fund manager changes the 
cash or beta of the fund on time, but does not correctly assess the market direction, the 
tracking remains linear. The unsuccessful synchronization activity of the fund manager's 
markets would simply introduce additional diversification into the areas of the adjusted 
relationship. They also stated that if the fund manager could properly evaluate the market 
direction and adjust the beta fund accordingly, a higher than normal beta would be 
observed and the fund would perform better in this situation. But if the market goes down, 
the fund will have a lower than normal beta and, as a result, the fund will not improve. In 
this case, the fund's return would be greater than the linear relationship in terms of market 
performance and would have a curve effect on the spread of points. 

4. Analysis of Stock Selection and Market timing abilities of Fund 
Managers 

Table 1 provides the analysis of both stock selection ability and market timing skills of 
fund managers according to Treynor & Mazuy method. According to the module, Treynor 
& Mazuy formula computed a statistically significant and positive alpha () indicates that 
positive direction of stock selection of market and a significant and positive coefficient of 
gamma () value indicates perfect market timing ability of the managers ensure that 
better performance of their position in the market. If the t-value of alpha is positively 
significant at 5 percent statistical level then the fund manager is rightly choice their stock 
selection for market direction. On the other hand, if t-value of alpha is significant at 5 
percent statistical level but negatively significant then fund manager is moving their 
opposite direction towards the market. If the t-value of gamma is positively significant at 
5 percent statistical level then the fund manager is able to timing the market right 
direction successfully. On the other hand, if t-value of gamma is significant at 5 percent 
statistical level but negatively significant then fund manager is able to timing the market 
but in wrong direction. 

Table 1.5 : Summary of Regression Results of Treynor-Mazuy Model - Dividend Option 

 

Sl.No Type of Fund Sym. coeff. t value sig. Remarks R Square 

I MultiCap Fund 

1 
Aditya Birla 

Sunlife 

 0.1412 4.5568 0.0000 ** 
0.0039  0.0377 1.1937 0.2328 NS 

 0.0233 1.6245 0.1045 NS 

2 DSP 
 0.0793 2.3404 0.0194 * 

0.0485  0.2706 7.8364 0.0000 ** 

 0.0064 0.4098 0.6820 NS 
3 HDFC  -0.1377 -4.7000 0.0000 ** 0.0089 
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 0.0391 1.3084 0.1910 NS 

 0.0380 2.8071 0.0051 ** 

4 Franklin India 
 0.1210 3.1736 0.0015 ** 

0.0040  0.0264 0.6794 0.4970 NS 

 0.0350 1.9847 0.0474 * 

5 ICICI 
 0.1355 4.8468 0.0000 ** 

0.0031  0.0305 1.0702 0.2847 NS 

 0.0185 1.4301 0.1529 NS 
II LargeCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.0772 -0.4460 0.6557 NS 
0.0015  -0.2081 -1.1796 0.2384 NS 

 0.0788 0.9854 0.3246 NS 

2 DSP 
 -0.0434 -1.2542 0.2100 NS 

0.0527  0.2914 8.2619 0.0000 ** 

 0.0013 0.0826 0.9342 NS 

3 HDFC 
 -0.0954 -2.8813 0.0040 ** 

0.0066  0.0718 2.1254 0.0337 * 

 0.0236 1.5451 0.1226 NS 

4 Franklin India 
 -0.1237 -3.3692 0.0008 ** 

0.0049  0.0106 0.2835 0.7769 NS 

 0.0406 2.3899 0.0170 * 

5 ICICI 
 -0.1455 -5.1678 0.0000 ** 

0.0039  0.0355 1.2369 0.2164 NS 

 0.0207 1.5867 0.1128 NS 
III LargeMidCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.1345 -3.3466 0.0008 ** 
0.0069  0.0948 2.3130 0.0209 * 

 0.0260 1.3989 0.1621 NS 

2 DSP 
 -0.0828 -2.7687 0.0057 ** 

0.0813  0.3219 10.5585 0.0000 ** 

 -0.0097 -0.7023 0.4826 NS 

3 HDFC 
 -0.1104 -3.3749 0.0008 ** 

0.0039  0.0484 1.4520 0.1468 NS 

 0.0208 1.3780 0.1685 NS 

4 Franklin India 
 -0.0039 -0.0376 0.9700 NS 

0.0002  0.0354 0.3311 0.7406 NS 

 0.0154 0.3174 0.7510 NS 

5 ICICI 
 -0.1305 -4.3309 0.0000 ** 

0.0042  0.0165 0.5371 0.5913 NS 

 0.0294 2.1091 0.0351 ** 
IV MidCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.0003 -0.0017 0.9986 NS 
0.0001  -0.0406 -0.2942 0.7687 NS 

 -0.0010 -0.1638 0.8699 NS 

2 DSP 
 -0.1577 -5.6179 0.0000 ** 

0.0000 
 0.0018 0.0708 0.9436 NS 
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 0.0001 0.0765 0.9390 NS 

3 HDFC 
 -0.1213 -3.9480 0.0001 ** 

0.0014  0.0350 1.2915 0.1968 NS 

 0.0013 1.0871 0.2772 NS 

4 Franklin India 
 -0.1461 -5.4346 0.0000 ** 

0.0004  0.0142 0.5996 0.5488 NS 

 0.0007 0.6572 0.5111 NS 

5 ICICI 
 -0.1252 -3.6656 0.0003 ** 

0.0014  0.0373 1.2365 0.2165 NS 

 0.0016 1.1857 0.2360 NS 
V SmallCap Fund 

1 
Aditya Birla 

Sunlife 

 0.0341 1.2206 0.2225 NS 
0.0010  -0.0243 -1.1207 0.2626 NS 

 -0.0010 -0.1537 0.8778 NS 

2 DSP 
 -0.1685 -5.8018 0.0000 ** 

0.0022  -0.0141 -0.6236 0.5330 NS 

 -0.0115 -1.6985 0.0897 NS 

3 HDFC 
 -0.1357 -3.9455 0.0001 ** 

0.0009  0.0276 1.0315 0.3025 NS 

 0.0006 0.0808 0.9356 NS 

4 Franklin India 
 -0.1189 -2.9744 0.0030 ** 

0.0018  0.0465 1.4957 0.1350 NS 

 0.0017 0.1812 0.8562 NS 

5 ICICI 
 -0.1187 -3.8497 0.0001 ** 

0.0000  -0.0048 -0.2015 0.8403 NS 

 -0.0014 -0.1977 0.8433 NS 

Note: ** indicates t-statistics significant @ 0.01 level, * indicates t-statistics significant @ 0.05 
level and NS - Not Significant 

 

The analysis of the table 1 reveals that the fund managers of sample of MultiCap funds, 
LargeCap funds, LargeMidCap funds, MidCap Funds and SmallCap funds have generated 
alpha, beta and gamma coefficients presented with respective models R square in 
Dividend option. 

The result of Multicap fund schemes, four funds have generated positive coefficients. 
The positive stock selection funds are Aditya Birla, DSP, Franklin and ICICI. The HDFC 
fund has selected the reverse market selection of their portfolio. In terms of market timing 
skills which have positive t-gamma, are Franklin India and HDFC funds. The result 
implied that out of five sample funds, Franklin India funds have both positive stock 
selection and perfect market timing skills.  

In LargeCap funds, Franklin India fund have negative alpha value and statistically 
significant at 0.01 level which indicates that opposite market direction of stock selection 
activity by the mangers. The gamma value of Franklin India fund has positive and 
significant at 0.05 level. This result indicates that market timing skills are positively 
associated with market prediction. The remaining funds have mixed results of alpha and 
gamma values and their significant level but most cases are statistically not significant. 
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In LargeMidCap funds, ICICI fund have negative alpha value and statistically 
significant at 0.01 level which indicates that opposite market direction of stock selection 
activity by the mangers. The gamma value of ICICI fund has positive and significant at 
0.01 level. This result indicates that market timing skills are positively associated with 
market prediction. The remaining funds have mixed results of alpha and gamma values 
and their significant level but most cases are statistically not significant (Franklin India). 

In MidCap funds, DSP, HDFC, Franklin India and ICICI funds alpha values have 
negative and statistically significant at 0.01 level. The result indicated that stock selection 
ability by the mangers has focused opposite to the market direction. In terms, market 
timing skills predicted by gamma values are mixed result but the relevant t-values 
statistically not significant (Aditya Birla Sun Life).  

The results of SmallCap funds, DSP, HDFC, Franklin India and ICICI funds alpha 
values have negative and statistically significant at 0.01 level. The result indicated that 
stock selection ability by the mangers has focused opposite to the market direction. In 
terms, market timing skills predicted by gamma values are mixed result but the relevant t-
values statistically not significant (Aditya Birla Sun Life). 

Growth Option 

The analysis of Treynor-Mazuy model prediction depicted in Table 5.6. It is evident 
that the fund managers of MultiCap funds, LargeCap funds, LargeMidCap funds, MidCap 
Funds and SmallCap funds have generated alpha, beta and gamma coefficients presented 
with respective models R square in growth option. 

Table 1.6 : Summary of Regression Results of Treynor-Mazuy Model - Growth Option 

 

Sl.No Type of Fund Sym. coeff. t value sig. Remarks R Square 

I MultiCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.1203 -3.6309 0.0003 ** 

0.0042  0.0503 1.4899 0.1365 NS 

 0.0221 1.4427 0.1493 NS 

2 DSP 

 -0.0977 -3.2973 0.0010 ** 

0.0753  0.3023 10.0054 0.0000 ** 

 0.0006 0.0469 0.9626 NS 

3 HDFC 

 -0.1651 -6.8246 0.0000 ** 

0.0077  0.0322 1.3048 0.1922 NS 

 0.0286 2.5560 0.0107 * 

4 Franklin India 

 -0.1672 -5.0947 0.0000 ** 

0.0068  0.0245 0.7337 0.4633 NS 

 0.0406 2.6761 0.0075 ** 

5 ICICI 

 -0.1554 -5.9735 0.0000 ** 

0.0042  0.0342 1.2889 0.1977 NS 

 0.0197 1.6429 0.1006 NS 

II LargeCap Fund 

1 
Aditya Birla 

Sunlife 
 -0.1694 -4.2895 0.0000 ** 

0.0040 
 0.0761 1.8901 0.0590 NS 
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 0.0160 0.8742 0.3822 NS 

2 DSP 

 -0.0847 -2.9202 0.0036 ** 

0.0775  0.2991 10.1122 0.0000 ** 

 0.0038 0.2857 0.7751 NS 

3 HDFC 

 -0.1651 -6.8246 0.0000 ** 

0.0077  0.0322 1.3048 0.1922 NS 

 0.0286 2.5560 0.0107 * 

4 Franklin India 

 -0.1553 -4.7993 0.0000 ** 

0.0060  0.0307 0.9301 0.3525 NS 

 0.0357 2.3861 0.0172 * 

5 ICICI 

 0.0660 0.1391 0.8894 NS 

0.0016  -0.6366 -1.3157 0.1885 NS 

 0.1711 0.7803 0.4354 NS 

III LargeMIdCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.1925 -3.2241 0.0013 ** 

0.0040  0.1290 2.1186 0.0343 * 

 0.0093 0.3367 0.7364 NS 

2 DSP 

 -0.1021 -3.6739 0.0002 ** 

0.0929  0.3210 11.3244 0.0000 ** 

 -0.0064 -0.5001 0.6171 NS 

3 HDFC 

 -0.1575 -6.2283 0.0000 ** 

0.0079  0.0479 1.8594 0.0632 NS 

 0.0255 2.1787 0.0295 * 

4 Franklin India 

 0.0991 0.4093 0.6824 NS 

0.0000  -0.0275 -0.1113 0.9114 NS 

 0.0023 0.0205 0.9837 NS 

5 ICICI 

 -0.1680 -5.2335 0.0000 ** 

0.0044  0.0470 1.4369 0.1510 NS 

 0.0233 1.5709 0.1165 NS 

IV MidCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.1929 -4.4658 0.0000 ** 

0.0003  0.0172 0.4522 0.6512 NS 

 0.0009 0.5633 0.5734 NS 

2 DSP 

 -0.1577 -5.6197 0.0000 ** 

0.0000  0.0018 0.0715 0.9430 NS 

 0.0001 0.0778 0.9380 NS 

3 HDFC 

 -0.1676 -7.3398 0.0000 ** 

0.0003  0.0059 0.2909 0.7712 NS 

 0.0005 0.5954 0.5517 NS 

4 Franklin India 

 -0.1696 -7.0754 0.0000 ** 

0.0002  0.0061 0.2873 0.7739 NS 

 0.0005 0.5264 0.5987 NS 

5 ICICI 
 0.0246 0.1237 0.9016 NS 

0.0001 
 -0.0611 -0.3484 0.7276 NS 
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 -0.0015 -0.1967 0.8441 NS 

V SmallCap Fund 

1 
Aditya Birla 

Sunlife 

 -0.1765 -5.9650 0.0000 ** 

0.0012  0.0282 1.2266 0.2202 NS 

 0.0009 0.1255 0.9002 NS 

2 DSP 

 -0.1685 -5.8016 0.0000 ** 

0.0022  -0.0141 -0.6254 0.5318 NS 

 -0.0115 -1.6985 0.0897 NS 

3 HDFC 

 -0.1866 -7.4764 0.0000 ** 

0.0016  0.0278 1.4327 0.1522 NS 

 0.0035 0.5993 0.5491 NS 

4 Franklin India 

 -0.1442 -3.5807 0.0004 ** 

0.0010  0.0342 1.0927 0.2747 NS 

 0.0010 0.1084 0.9137 NS 

5 ICICI 

 -0.1456 -6.3926 0.0000 ** 

0.0006  0.0138 0.7772 0.4372 NS 

 -0.0005 -0.0975 0.9224 NS 

Note: ** indicates t-statistics significant @ 0.01 level, * indicates t-statistics significant @ 0.05 level and NS - 
Not Significant 

 

The result of Multicap fund schemes, all the funds have generated negative coefficients 
of alpha values which indicates that negative stock selection ability are Aditya Birla, DSP, 
Franklin and ICICI. The Franklin India fund has selected positive market selection ability 
of their portfolio. In terms of market timing skills which have positive t-gamma, are 
Franklin India and HDFC funds. The result implied that out of five sample funds, 
Franklin India funds have both positive stock selection and perfect market timing skills.  

In LargeCap funds, Franklin India fund have negative alpha value and statistically 
significant at 0.01 level which indicates that opposite market direction of stock selection 
activity by the mangers. The gamma value of Franklin India fund has positive and 
significant at 0.05 level. This result indicates that market timing skills are positively 
associated with market prediction. The remaining funds have mixed results of alpha and 
gamma values and their significant level but most cases are statistically not significant. 

In LargeMidCap funds, HDFC  fund have negative alpha value and statistically 
significant at 0.01 level which indicates that opposite market direction of stock selection 
activity by the mangers. The gamma value of HDFC fund has positive and significant at 
0.01 level. This result indicates that market timing skills are positively associated with 
market prediction. The remaining funds have mixed results of alpha and gamma values 
and their significant level but most cases are statistically not significant (Franklin India). 

In MidCap funds, Aditya, DSP, HDFC and Franklin India funds alpha values have 
negative and statistically significant at 0.01 level. The result indicated that stock selection 
ability by the mangers has focused opposite to the market direction. In terms, market 
timing skills predicted by gamma values are mixed result but the relevant t-values 
statistically not significant (ICICI).  

The results of SmallCap funds, Aditya, DSP, HDFC, Franklin India and ICICI funds 
alpha values have negative and statistically significant at 0.01 level. The result indicated 

International Journal of Scientific Research and Review

Volume 8, Issue 2, 2019

ISSN NO: 2279-543X

Page No: 783



that stock selection ability by the mangers has focused opposite to the market direction. In 
terms, market timing skills predicted by gamma values are mixed result but the relevant t-
values statistically not significant. 

Market timing ability is virtually absent is most of the cases. It is evident from analysis, 
there is indication of negative marketing timing ability and stock selection ability.  The 
results do not show encouraging impression about the Indian mutual fund market, as the 
market timing coefficient is not significant, the result suggesting that the managers of 
mutual funds in Indian are not able to predict the magnitude or quantum of market returns 
which imply that mangers do not engage the market timing activities.   

5. Conclusion 
The forecasting ability of mutual fund managers were examined using the models 

proposed by Jensen Measure (Stock Selection Ability) and Treynor and Mazuy model 
(Market Timing Skills). The result of the paper indicates that MultiCap funds have 
positive stock selection attained by the managers with aligning the market forecasting. 
But other selected Cap funds, mostly predicted negative selection of stock with opposite 
direction to the market forecasting ability. In view of market timing skills prediction 
(gamma) under Treynor-Mazuy model, Franklin India fund have aligning to the 
marketing timing skills almost all the selected cap funds. The remaining funds are mixed 
and irrelevant to the market timing skills performed by the mangers’ about market 
directions.  
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