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stock funds ditfered by less bhan one-half percentage point. Both 
relatives for the year were frnctionally greater than 100 percent. 

Differences in the averaye performance of balanced funds with differ- 
ent objectives were very slight. As shown in table V-2, the balanced 
funds strcssing growth were somewhat more erratic than the others, 
but this phenomenon was caused by the fact that during the study 
period only four to six funds were in this category. The averages for 
the other two groups did not differ by as much as three percentage 
points in any year covered by the study. 

Tho bond and preferred stoclr funds achicved a rather uniformly 
poor record throughout the study, xs liieasured by P,, ranking last 
among the nine types in 4 of the 6 years. The only year in which 
these funds showed a marked superiority over the average for all funds 
was 1957, and this superiority mas achieved by limiting the decline in 
thcir average performance relative to only 8 percent. Despite the 
apparently poor record of these funds, they recorded net increases in 
t h e e  of the six periods studied. 

The foreign security funds exhibited performance characteristics 
somewhat similar to the conlmon stock funds, but slightly inferior to 
them in every onc of the 6 years. Their average performance relative, 
like that of the common stock funds, was above the overall fund 
average in the years in which the stock market rose (1954, 1955, 1956, 
and 195S), but not by as wide a nlargin as mero the stock funds. I n  
the stock market cleclincs of 1953 and 1957, the foreign security lund 
performances fell below the overall lund average (and also below the 
market average) and were once again below those of t3he cornmon 
stock funds. 

Specialty funds did not display as consistent a pattern as other 
typcs of fund, and, as will he seen later in this sec~tion, w ~ s c  a much 
more h~trrogeneous group with respect to perforrnancc. I n  1954 
and 1958 these funds recorded the highest averages of any type group, 
but their record in 1956 (a year of fluctuating, though on balance, 
moderately rising stock market values) was below the overall fund 
avcrogc. Both the market dccline of 1957 and the rise of 1955 were 
accompanied by specialty fund pprformances w1;llich approximated 
very closely the average level for all lunds combincd. 

In table V-3 tlir performance data are reexamined by size of 
investment funds, c1lassifit.d hy assel siw as of thc final l~mahrnarli 
date of the study. For the universe of funds as a whole, the smallest 
funds (net assets less than $10 inillion) hat1 the poorest performance 
record in every year except 19.57, but they were never as much as 5 
percentage points below the size group with thr  bcst prrforinance 
relat i~e.~O Among the other threr size classes thcrc were v e q  small 
differences, and these differences did not reveal any consistent rela- 
tionships. During the first 3 years of the stncly thr maximum 
difference among the largest throe size groups was 1.1 percentage 
points (1953) and only in 1957 did the overall difference exceed 2 
percentage points. The largest size group recorded the bcst avcrage 
performance in both 1957 and 1958, years in which the stock market, 
declined and advancrd respc>ctively, hut thc margin of superiority 
.c, as not G C  rt significant magnitude. 

:"ecause of these sixe differences, weighted lnenns for the entire industry would be higher than un- 
weighted nleitns for every pear except 1957 when the results won16 be the same. The maximum difference 
was 1.9 percentage points in 1955, and the average annual difference for the entire period was 1.0. 
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Within the common stock funds, tlir same sort of size differences 
was observable. The average for t h  s n d l r s t  size s o u p  was the 
lowest in 4 of' the 6 gram, 1053 and 1957 bcing the cxccptions. In 
3 ol  thcsc. 4 years the dcgrec of superiolity of the larger funds was of 
a p p ~ o ~ i ~ n a t r l y  t t ~ c  same magnitude as found for all funds. In  1954, 
w1lic.h was the c>sception, thr s~nallrqt coinmon stock funds recorded 
an Increase of 43.5 pwc>ent, but the largest size group increased by 
47.9 percent rind earl1 of thc8 other t ~ u  groups by over 50 perwnt. 
During the ~x>rnainder of tllc study the  diffcrmce ncvrr e x r ~ e d ~ d  3.2 
aoints i ~ n d  in 1957 the smallest funds Iiad the 1)est performance. 

Pcrfonnanc~c differer~ccs nlnong size groups witl~in the balanced 
funds u-cre prtsrlnt, b u t  a consktent pattern did not emerge, and in 
:3 ot' the 6 years the averagtls lor t l ~ c  four size groups were within 
2 percentage points of each other. The differmccs in the remaining 
yc'ars were not ditt'erences conmon to certain size balanced funds, 
but urcrtl produccd by one or two lu ld r  with c3strernc pc>rforlnancc 
relatives. 

The frequer~cy distributions of tables V-4a through V-4f reinforce 
the grncldimtions made ahox-r with respect to a5 cragc perforrllancw, 
but th:ly also present information with respect to variations around 
those averages. The large amount of dispersion in most of these 
distributions suggests t h a t  caution must lw exrrcised in the interpre- 
tar ion of the averages, both for all funds combined and for funds 
within a given group. 

TABLE V-4a.-Distribution of juuds b y  performance relalives, all funds, all balanced 
funds, all common stock funds, and all specialty funds, 1953 

A11 com- A!1 
Performance relative (percent) / AUlunds / b&&d I m ~ e t  1 spec~altp 

funds 

TABLE V-4b.-Distribution of f i ~ n d s  b y  performance relatives, all funds, all balanced 
funds, all common stock funds,  and all specialty funds, 1954 

........................................... Lew than 90 
.................................... 90 and less than 95. 
.................................... 95 and less than I00 
................................... 100 and less than 105 

105and ovvr ........................................... 

Total. ........................................... 

Performance relative (percent) 

4 
8 

54 
72 
14 

152 

Less than tn1M .......................................... 
120 and less than 125 .................................. 
125 and less than 130. .................................. 
130 :md less than 135 ................................... 
135 and less than 140 ................................... 
140 m d  less than 145 ................................... 
146 and less than 150. .................................. 

................................... 180 and lcss than 155 
155 and less than 1GC ................................. 

.................................. 160 and less than 165  
165 and over. .......................................... 

............................................ Total 

. - -. . - - - . . . - 
- - - - - - - -. . - - 

I6 
31 

1 

48 

11 
9 

16 
22 
21 
11 
25 

1 
4 

28 
29 
6 ---- 

Cfi 

3 
4 
5 
3 
7 

22 

9 

23 

1 
7 

12 

5 
3 

. . - - . -. . -. . . 
1 

-..-. . -- ..-. 
5 

13 
4 

18 

2 
- . - - - - - - - - - . 

1 
3 
1 
2 
3 
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TABLE V-4c.-Distribution of funds by  performance relatives, all funds, all balanced 
funds, all common stock funds, and all specialty funds, 1955 

Performanoe relativo (percent) A11 funds 

TABLE V-4d.-Distribution of funds by performance relatives, all funds, all balanced 
funds,  all common stock funds, and all specialty funds, 1956 

Performance relative (percent) All funds 

Less than 90 ........................................... 4 
..................................... 90 and less than 95 8 
.................................... 95 and less than 100 17 
................................... 100 and less than 105 38 
................................... 105 and less than 110 57 
................................... 110 and less than 115 35 
................................... 115 and less than 120 12 

........................................... 12l and over 4 

funds 

TABLE V-4e.-Distribution of funds  by  performance relatives, all funds, all balanced 
funds, all common slock funds, and all specialty funds, 1957 

Performance relative bercent) 

Less than 75 ............................................ 
75 and less than 80 --------------------------.-------.-- 

.................................... 80 and less than 85. 
..................................... 85andlessthm90 
..................................... 90 m d  less than 95 
.................................... 95 and less than 100 

............................................ I00 and over 

- - 

All 
specialty 

funds 

Total ............................................ 1 178 / 531 771 26 

TABLE V-4f.-Distribution of funds by performance re2atives, all funds, all balanced 
funds, all common dock funds, and all specialfy funds, 1958 1 

Performance relative (percent) 
All com- All 

U l  funds b a e d  I mon stock 1 spemalty 
funds funds funds 

........................................... Less than 110 
................................... 110 and less than 115 

115 and less than 120 - - - - - - - - - - - -  ----- ------..---------. 
................................... 120 and less than 125 
................................... 125 and less than 130 

130 aud less than 135 ................................... 
136 and less than 140 ................................... 
140 a d  over -..---.---.-_---.------..-----.------------- - 

8 Performance fur 1st 9 months of 1958 
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TABLE V-5a.-Absolute and relative quartile deviation of perfarmance relatives, by 
type of fund and by size of fund,' 1953 

Group 
Helative 
quartile 

deviation 

Absolute 
quartile 

deviation 

Type of fund: 
................................................................ A11 funds 

Common stock funds .................................................... 
.......................................................... Balanced funds 
......................................................... Specialty funds 

Bond and preferred stock funds .......................................... 
Size of fund: 

Assets less than $10,000,000 ............................................... 
Assets $10,OM),OM) and less than $50,000,MM ............................... 

.............................. Assets $50.000.000 and less than $300,000,000 
Assets $300,000,000 and over .............................................. 

Percent 
3.05 
2.98 
2.22 
6.50 
2.04 

Percentage 
points 

3. 06 
2.98 
2.24 
6.48 
2.06 

3.12 
2.89 
2.84 
2.44 

1 Size classification is based upon net assets on Sept. 30, 1958. 

TABLE V-5b.-Absolute and relative quartile deviation of performance relatives, by  
type of fund and by size of fund,' 1954 

Group 
Absnlute 
quartile 

deviation 

Relative 
quartile 

deviation 

Size of fund: 
............................................ Assets less than $10.000,(MXl 9. 76 

Assets $10,000,MM and less than 650,000,O(K) .............................. 
........................... -4sets S0,000,000 nnd less than $3M),000.000 

Ass~ t s  $300,000,000 and over .............................................. 10.62 

Type of fund: 
All funds ................................................................ 
Common stock iunds ................................................... 
Babdnced funds .......................................................... 
Specialty funds .......................................................... 
Bond and vreicrrcd stock iul~tls .......................................... 

Percent 
7.14 
5.66 

Percentage 
points 

10.04 
8.63 
5.46 

15.90 
7.08 

1 81ze classificntion is based upon net assets on Sept. 30, 1958. 

TABLE V-5c.-Absolute and relative quartile deviation of performance relatives, by 
tgpe o j  Jund and by size of fund,' 1955 

Group 
1 Absolute 

quartile 1 deviation 

Relative 
quartile 

deviation 

Cornnlon stock funi 
Balanced funds ..... 

.......................................................... Specialty funds 7.86 ' 6. i s  
Bond and ~ r c f ~ r r c d  stock funds .......................................... 1 3.35 1 3.05 

Size of fund: - 
............................................. Asscts lcss than $10 llOo,000 4. 52 

Assets .$10,000,000 ahd less than $50,000,000. .............................. 4.66 
Assets $.50,000,000 and less than $300,W1,000 .............................. 

.............................................. Assets $10O,WO,OW and over 

1 Size classincation is based upon net assets on Sept. 30, 1958. 
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TABLE V-5d.-Absolute and relative quartile deviation of performance relatives, by  
type of fund and b q  size of fund,' 1956 

Type of fund: 
A11 fnnds .............................................................. 
Common stock funds ................................................... 
Jlalanccd funds ......................................................... 
Specialty funds ......................................................... 
Bond and preferred stock funds ......................................... 

Size of fund: 
Assets !rss than $10,000,000 .............................................. 
Assets $10,000,000 and less than $50,000,000. ............................. 
Assets $50,000,000 and lpss than 8300,000,000 ............................. 
Assets $WI,W0,000 and over ............................................. 

Percentage 
poilzts 

4. 5.5 
3.40 
2.20 
8. 75 
2.26 

Percent 
4.27 
3.08 
2.10 
8. h0 
2.35 

1 Size classification is based upon net assets on Sept. 30, 1858. 

TARLE V-Be.-Absolute and relative quartile deviation of performance relatit-es, by 
type of fund and by s i x  of fund,' 1957 

Group 

Type of fund: 
All funds ............................................................... 
Common stock fnnds .................................................... 
Balanced funds .......................................................... 
Specia l t~  funds ......................................................... 
Bond and nreferred stock funds .......................................... 

Size oI Iuud: 
.............................................. Assets less thsn R10,000,000 

Asscts 10,000,000 :tnd less than $50 000,000 .............................. 
............................. Asscts E50,000,000 and less than $30b,000,000 

Assets $300,0CQ,000 and over .............................................. 

Percentage 
point8 

4. 79 
3.87 
3.22 
9. 16 
5. 43 

Relative 
quartile 

deviation 

Percent 
5.32 
4.37 
3.4P 

10.42 
5.86 

1 Size classification is based upon net assets on Sept. 30, 1958. 

TABLE V-5f.-Absolute and relative quartile deviation of performance relatives, b y  
type of fund and b y  size of fund,' 1958 

Group 
Ahsolute 
qnart/le 

deviation 

Txpe of fund: 
All funds ................................................................ 

.................................................... Com~nan stock funds 
I3?11nced funds ......................................................... 
Speci ilty funds .......................................................... 
Bond : u d  preferred stock funds ......................................... 

Size of fund: 
Asscts less than $10,000,000.. ............................................ 

............................... Assets XI0 000 000 and less than &50,0IK).OUO 
ASS& %50:004000 nnd less than $300,000,000 .............................. 

.............................................. Assets $300,000,000 and over 

Percentnge 
points 

4.56 
3. 22 
3.58 
6.31 
6.15 

Relative 
quart$ 

dcviatlon 

Percent 
3.64 
2.51 
2. 97 
4.92 
6.43 

I Size rl,issification is based upon net assets on Sept. 30, 195%. 
1 Performmice for 1st 9 months of 1958. 

The specialty funds were a pnrticularly hetcrog~neous group in 
every year. This is to be expected, since the market action of the 
difl'erent industries in which these funds invest was by no means uui- 
form during the study. The period was much less favorable for mil- 
road and mining sharcs than it was for steel and aviation shares. The 
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natural consequence was that the performance of funds specializing in 
the former was considerably lower than that of funds specializing in 
t,he 1a.tter industzies. The quitrt'ile deviations presented in tables 
V-5% through V-5f emphasize this fact by showing that the dispersion 
Amoug specialty furids exceeded t l ~ t  of any other group in every one 
ol the 6 years. Common stock funds wero more heterogeneous in 
perforlnance than the balanced funds, but each group was more uni- 
form than all funds combined and nuturally more uniform than the 
specialty funds. Foreign se'curit'y funds were quite similar to each 
other in performance for each of the 6 years. The entire range of per- 
formance for t,hese funds was less than 10 percentage points in 2 of 4 
years and only one fund was outside of a 10-percentage-point range in 
the ot'her 2 years.21 The bond and prcfcrred stock funds also exhibited 
n limited amount of dispersion in t'he early years of the study. but they 
were more variable in 1957 and 1958 when only the specialty funds had 
a greater measure of d i s p e r ~ i o n . ~ ~  

There was a suggestion in the data that t>he funds in the smaller size 
groups were somewhat less uniform in perfonnmce than were t,he funds 
in t,he larger size groups. A large part of this tendency was the natural 
result of the differences by type of fund cit'ed in t'he preceding para- 
graph.2a The number of funds in distrihut,ions of funds by size 
within a type classification was smnll and the analysis did not permit 
any firm conclusions. 

In  1954 and to a lesser extent in 1957 the funds showed their largest 
variability in performance. In t'he first of these years t'he stock 
market experienced the greatest increase, and 1957 was t,he only year 
in which a noticeable decline occurred. These, obviously, were the 
years in which differences in managcrnent policy could produce t'he 
greatest differences in results, and the funds were clearly not uniform 
in thc investment policies followed.24 The same 2 years e,merged as 
years of greatest variability of performance in all of the analyses, 
whether by size, by type, or for all funds combined, and whether on 
an absolute or relative basis. As cspect,ed, 1954 showed a much 
greater dispersion on an absolute basis but also demonstrated more 
dispersion on a relative basis. The year 1957 did not differ by a 
large degree from the other years in absolute dispersion, but the funds 
were clearly quite variable in terms of a relative comparison. 
Performance weighted by porffolio composition 

The performance differences discussed abovc were produced to a 
considerable extent by differences in the types of securities held in t,he 
various portfolios. An adjustment lor such differences was discussed 
earlier in this chapter and the resulting analysis indicated that tjhe 
arerage performance of the funds, measured on t8he adjusted basis 
more closely approximated t,he general markrt movement'. Similar 
adjustrnants were employed for the various groups of funds and the 
results confirmed that most of the differences among types of funds 
could be uttribut'ed to the portfolio composition. In table V-6 the 
composite performance relative for each group of funds has been 
divided by the standardized performance relativc bused upon tho  
portfolio cornposition of that group. A result,ing figure of 101.1, for 

21 Thwe was only onr foreizn swirity fund in the first 2 years of the study. 
22 The absolute quartile deviation was larger for specialtv funds in both years, but the relative quartile 

deviation was larcw Pr the hond nnrl prcferrrd stock funds in 1958. 
5 The specialtv funds which were extremclv vari~bl0 in performance were mostly small funds. 
24 See co.  IV;"Inrest~nent Policy," lor a discussion of these policies. 
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example, as recorded for the common stock funds in 1953, should be 
interpreted as indicating a performance 1.1 percent better than that  
which would have been achieved if each segment of the portfolio had 
experienced the same results as those of the issues in the appropriate 
Standard & Poor's index. 

TABLE V-6.-Ratio of fund performance relative to standardized performance 
relatice, by t ype  of fund  and b y  s ize  of fund,' 1963-September 1958 

[In percent] 

Foreien security funds --..---.--.--.--.-----.-----..-- 
Specialty funds .--.------.--.--.--.----------.--.-..-- 
Bond and preferred stock funds .--..-.--.-..---.---..- 
Balanced funds ....-....--.---.------------.---------- 
Common stock funds .-_..-..----.-------.------------ 
All funds: 

(a) Assets less than $10 000 000 ..-.--.-..-..--.--.- 
ib) Assets $10,000,000 aid I& than $50,000,000 ...-- 
(el Assets $50,000,000 and less than $300,000,000~.-. 
( d )  Assets over $30O,OOO,OOO. ..-.-.---.--..--.-..-- 

All balanced funds: 
(a) Assets less than $10 000 000 ...---.- ...--.-----. 
(b) Assets $10,000,000 &d lkss than $50,000,000...-_ 
(c) Assets $50,000,000 and less than $300,000,000.--- 
(d) Assets over $300,000,000 ..--..---.-.-..---.--.- 

All common stock funds: 
(a) Assets less than $10,000,000 ..--...--..--------- 
(6) Assets $10,000,000 and less than $50,OCO,OOO -...- 
(c) Assets $50,000,000 and less than $300,MX),000---- 
(d l  Assets over $3MJ.000.000. -.----------...-..---- . . 

All funds- .---------.------------------------.-------- I 
1 Size classification is based upon net assets on Sept. 30, 1958. 
Nom.-All fund performance relatives are unweighted arithmetic means. 

The averagc performance for balanced funds was w i t h  4 percent of 
their standardized performance relatives in each year of the study, and 
the average for common stock funds was within 5 percent of their 
standardized figure in all except 1 year, 1955, when i t  was 6.2 percent 
below. The balanced funds' performances exceeded the standardized 
value in 4 years and fell below in the other two. Common dock funds 
exceeded their standardized value in thc same 4 years (1953, 1954, 
1956, and 1958). The difference between the balanced funds and the 
comtnon stock funds, when adjusted for portfolio composition, was 
less than 2): percentage points in every one of the 6 years studied 
and less than 1 percentage point in 2 years, 1953 and 1957, both 
periods of declining stock market values. 

The suggestion of slightly poorer performance by the smallest size 
funds disappeared when the figures were adjusted for portfolio struc- 
ture. I n  the 2 years of most rapidly rising stock market values (1954 
and 1958) the smallest size group of funds, based on the size classifica- 
tion of all funds combined, had the best performance, and in the 2 

ears in which the stock market level declined (1953 and 1957) they 
cad the worst performance. The largest size group of funds recorded 
the worst performance in 1954 and 1955, and the best performance in 
1957. These relationships suggest that the smallest funds were best 
able to take advantage of the profit opportunities afforded by rising 
stock markets, but that the? were least able to  protect their asset 
values in periods of rnarket decline. Such a conclusion should be 
interpreted with caution, however, as the data in table V-6 indicate 
that  t,he years in which the smallest balanced funds and smallest 
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common stock funds recorded the best and worst performances did 
not coincide in every instance with the relationships adduced on the 
basis of a11 funds combined. 

Standardized performance relatives cr~lculated for foreign security 
funds, specialty funds, and bond and preferred stock funds were of 
somewhat more questionable accuracy than those for the balanced 
and common stock funds. The difference occurred because the 
market intlexcs were less rcprescnt~tive of the types of securities held 
within the vi~rious categories. Thr average performance relatives 
should be co~llpilred more cautiously with the standardized relutivcs 
uscd in this ~nnlysis since they combine a divergence due to selection 
of sc~curities within tlw hrot~d categories and a classification of the 
securities into categories less satisfactory for these funds than for the 
two major types of funds.'5 Despite these disadvantages, the per- 
formance avertiges of these types of funds were within 5 nercent of the 
standrlrdized figure over half of the time and differed by over 10 
percent on 011ly three O C C ~ I S ~ O I ~ S . ' ~  

The bond anti prefcrrcd stock funds evceeded their stimdardized 
relatives by 11.2 percent a n d  13 percent in 195-1 and 1958 respectively. 
These superior. performances were counter:icted to some extent by the 
1957 experienct. wheri their average performance wits 9.3 percent below 
the standardized figure. These diff~rencrs would scem to bc the result 
of the stress whicli there funds plirce upon the more speculative and 
volatile bond issues. 

The other instmce in wliich average fund p ~ r f o r n ~ ~ n c e  showed a 
10-perccnt deviation was in 1957 when the foreign security fund 
nveritgc was 11 percent below the corresponding standardized relative. 
All of these funds specinlizrd in Canadian issues and the Canaditm 
stock market rleclinctl r r c n  more sharply tl1m t he U.S. market in Lllk 
period. 

An inspectiou of the adjusted performance relatives for the different 
years reveals some interesting generalizutions. There was no very 
strong pattern in either 1953 or 1954 after the funds' performances 
were adjusted for portfolio structure. In 1954 the stock market ex- 
perienced a strong upward trend and it was noted earlier that the pcr- 
formance of the various groups of funds seemed to lag behind this 
market movement. This phenomenon disappeared almost completely 
when the adjustment mas made for the portfolio composition. Some 
groups performed better than might have been expected and others 
~ o t  as well, but  table V-6 reveals figures both above and below 100 
for 1954. This wtls not the case in 1955 when no group performed 
better than its st'andardized relative. Thus, although the stock mar- 
ket did not rise as rapidly as in tho preceding year, the funds lagged 
behind i t  in their performance both before and after the adjustment 
for portfolio struct'ure. In 1056, and for the remainder of the study 
period, a quite difl'erent and significant pattern emerged. Fund per- 
formance was less volatile than the market prior to the adjustment, 
bu t  more volatile after the adjustment. The market index, after 
adjustment for dividends, fluctuated in 19Ei6, but  experienced a net 
gain of 6.4 percent during the year. Every group of funds except one, 

zE Specialty funds do not cover the broad industrial range of the market areraaes. The TT 9. averages nro 
not theapproprrateones for foreign funds. Bond and prerel~ed scock funds typ~cally mvested In bonds of a 
lower grade than those of the bond lndewes employed. 

28 There were no cases In wh~ch t h ~  performance rclnt~ves for common stock funds, balanced funds or for 
m) s~ztr group d~ffered from the appropriate standwdlzod relatwe by as much AS 10 perccnt 
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the specialty funds, outperformed their standardized relative. Again 
in 1957, t,his time a year in which the stock market and all standardized 
performance relatives declined, the adjusted figure indicated a greater 
fluctuation than might be expected for every group of funds except 
one, the largest size class of balanced funds. The same pattern 
emerged in 1958, when the stock m u k e t  level again rose. After 
adjusting for portfolio structure, a11 groups of funds outperform~d the 
corresponding standardized ~nnrket relatives in this, the final year of 
the study. 

The similarity in the adjusted performance figures for t l ~ c  principal 
type and size groups of funds in table V-6 was quite pronounced from 
1955 to the end of the study period. The fund groups performed better 
than would be expected in 1956 and 1958, but not as well in 1935 and 
1957. I n  none of these 4 years did more thaii one group of funds s h o ~  
a deviation in the direction contrary to other groups, and in 2 years 
all groups showed the same directional relation to their standardized, 
composites. These results are consistent with that stilted a t  the corn- 
mencerrleut ol this chapter for all funds combined, but the uniformity 
of relative results for the principal type and size classes of funds which 
can now be adduced from the standardized perfornlarlce ai~alysis can 
be taken as a significant finding of the study. I t  is indicated that 
although funds in general showed less volatility than the common 
stock market, they were even more volatile in the 1956-58 period 
when due consideration is given to portfolio composition. In 1955 
the funds lagged behind the market, both before and after the adjust- 
ment was made for portfolio structure. 

CUMULATIVK PERFORMANCE BY TYPE AXD SIZE OF FUND 

The cuniulative perforniance of investment funds between cJariuary 1, 
1953, and September 30, 1958, has been implicit ill the discussion of 
the annual performance measures in the first part of the chapter. The 
cumulative results for the period as a whole have been ge~ieratacl by 
these arinual figures and the interpretation of the net result is to be 
n~ude  against the background of the movements in sernrity market 
prices during this period. The common stock rria~ket moved gen- 
erally upward between 1953 and 1938 with some slight reversals in 
1956 and a uore  pror~ounecd price cycle in 1957. In 1958 the upward 
trend in prices was resumed. This pattern should be kept firmly in 
mind in interpreting thc results since general fund ptdonliar~ce and 
con~parisons amoi~g funds of different types might be quite different 
in other tirnc periods characterized by different market conditions. 

The average cunlulative perforruuncc rehtives ol' t.rble V-7 indicate 
an increase for d l  funds cortibined ol9G.7 percent dr~ring the 53! y e x s  
studied, apprcciiibly less than the incrwse of 139.5 percerlt recorded 
by the yield-adjusted dtitndard $ Poor's cornpositt conln~on stock 
indcx2' The former represents an :~nnual average increase of 12.4 
percent, und the latter i m  a11nuid rrvmtge of 16.4 percent. Only 20. 
ol' 153 I'uurls (13.2 percent)18 had a perlorrnance rrcorcl superior to the 
Stuntl:ird cS; Poor's average, and all ol' them were either cormnon 
stock lurlds or specialty funds. The standardized cumulative psi*- 

?; 'I'he cnmulatire performance ~neasure employcd in this analysis has been obtaincd by chaininq (multi- 
~ ly in :  tozrthrr) thc surccs.jire annual rrcrformance measures which adjust, in the m m m r  !~reviouslv 
indicatd,  fur income dividunds and c a ~ ~ i t a l  rains ,distributions pnld by the funds. 

23 Cumulative oarformance relatives could be calculated for only those funds in wnthuons  existence for 
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formance relative, in which adjustments for portfolio conlposition 
were employed, indicates that a theoretical increase of 98.2 percent 
(12.6 percent per year) might have been expected. This is somewhat 
lower than the increase achieved by the Standard & Poor index, and 
practically the same as that achieved by the funds. The actual 
curnuletire performance relative for all funds was 99.2 percent of the 
st:~ndardizecl theoretical pcrformance. 

Corninon stock funds: 
( a )  Assets less than $10.000,000 -..-.--..--.-_-_--_-_-___ 210. 56 
( b )  Assets $10,000,000 and less than F50,000,000 _ - - - _ - - - - - - - -  232. 35 
(c) As~ets $50,000,000 a n d  less t,han $3OO,OOO,OOO. - _ _ . _. - - -  222. 77 
( d )  Assets over $300,00O,OOO-- - - -. . - - - - -  -. --  -. - - - - - - - --. - - - 225. 15 

Balanced funds: 
(a) Assets less than %10,000,000.. _ _ _. _ _. - - -  - .- --  - - - - - -  -. -. . 177. 21 
( 2 1 )  Assets $10,000,000 and less than $50,000,000- - _ _  - - - -  -. - - - 174. 53 
(c) Assets $50,000,000 and less than 4300,000,000. - - - - - -  -. . - - 182. 57 

I Slzc c!Rssific;rlion is bmcd upon net ,aswts on Popt. 30, 1958. 
2 T ~ c  comuletive performance rnessurc a n s  obtained 11y chaining thr successive a n n u l  pcrformance 

IDQilSIIU'S. 
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stocks, had the next highest cuniulative perfomlance, but increased 
by only 86.8 percent, over 20 percentage points below Ihe specialty 
fund average. The balanced [mid group generated an ir~crclase of 
78 percent during tlic period, close to the foreiqn security funds, 
although markedly below the cor~imon stock and specialty tunds. , 
The bond and preferred stoclc furitls showed a curt~ull~~ive increase of 
only 16.7 percent during the 5$i-j-ear period, approsi~natolj- 23: percent 
per year, but ruuch lower than that of the ot,ller types. 

The or~ly difference in the various size groups of funds was that 
noted earlier: Wlwn no adjustrnent was made for portfolio structure, 
the si~iallest, size funds pcrlonned less well than the otlirrs. This 
phenom>non was observable for all funds con~bined and for the co111- 
mon stock funds considered separately, but not Tor the balanced funds. 

Thc~ detailed distributions of tal~lc V-8 sllow t h a ~ ,  wery one of the 
152 funds in csistencr for the cntir-i. period rt~orcied an incmase in 
assel villues Iwiwcen 1953 and 1958, rcflccted in c-uru~datlvc pidorm- 
anccA I I ~ P R S I I ~ ~ ~ S  of greatw thun 100 p:'l.ccint. Sis I'ands, dl bond and 
prcfprred stock lunds, grew at  an annual equivalrnt rate of less than 
4 percent, but a11 such funds did cspt~ricnct some growth. Four 
otlwr funds, two cxonmon stocak growth and two specialty funds, .L 

grew hv ovrr 20 pzrcrut per year. As already indlclatcd, these 
pronounced differtbnccs rrsultcd to u considcrablc extent from the 
nature of inarkrt rnowrnents during the period and fro111 diffcrmccs 
in statccl polivics of thr various funds with rcspcct to  investment 
objectivrs and portfolio structures. Although the amount of dispel- 
sion was greatest when all funds are viewed togetller, there cxistcd 
differenccs of apprccii~hle magnitudes w i t h  type classifications. I 

Spccialtp funds in pnrticulnl~. were quite variable ranging from a fund 
with nl 40.8 percent 2g cumulativr incrcase to onc with a 257.3 pcrccnt 
incrcaso. The scmi-interquartilc range (on an annual cquivalcnt 
basis) of 3 percentage points serves as a further indication of the 
great amount of dispersion. For all funds together the semi-inter- 
quartile range was slightly less (2.8 percentage points). 

Cornnion stoclc fund pcrfonnanccs were slightly more variabIe than 
those of the baIanced funds, but neither group mas as dispersed as the 
specialty funds or all funds combined. The semi-interquartile range - 
for the annual equivalent common stock fund was 1.6 percentage 
points, compared with 1.2 percentage points for t'he balanced funds. 
The distinction between the two groups in performance can be seen 
even more sharply in other figures which show that the first quartile 
for common stock funds was 113, greater than the third quartile for 
the balanced funds. 111.4. 

10 Another fund which held only one security and was excluded from this analysis as well as most of the 
rest of the study, increased by only 28.6 percent. 

80 The cummilstive performance relatives were converted to aanual rates and then the semi-interquartile 
range was computed. 


