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This study is designed to conduct an in-depth exploration on the
relationship between the fund trading cost and the fund performance,
based on the exchange traded fund (ETF) and the active fund. There
are three main objectives for this study, including: the variance of
trading cost between the ETF and active fund, the relation between the
trading cost and the mutual fund performance as well as the discrepancy
of the performance between the ETF and the active fund. We refer to
the method proposed by Professor Lee, Tsun-Hsiu and Chiu, Hsien-Pi
of the Graduate Institute of Finance of National Taiwan University for
the way of classification of the mutual fund. The fund is categorized as
five types: the general type, the technology type, small-medium size,
China-concept stock type and value type. Because the ETF on the
Taiwan Stock Exchange is not long, only ETF was listed on that time
and was compared the same type of mutual fund.
The data of this study is obtained from the mutual funds for the
period from January 2006 to December 2010, as published by the

Securities Investment, Trust & Consulting Association of R.O.C.




T-test and Pearson Correlation methods are used to verify the research
hypotheses. The study results indicate:

1. Significant variance exists on the trading cost between the ETF
and the active fund.

2. Significant negative correlation exists on part of the fund trading
cost and the fund performance.

3. Significant variance exists on part of performance between the
ETF and the active fund.

The results of this study can be offered for the investors’
reference when they purchase the mutual fund as well as for the
investment trust consulting companies when they issue the mutual fund.
It also brings forward the follow-up study suggestions and the

restriction of this study.




