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ABSTRACT

This study employs the grey relationship analysis of grey system theory to evaluate mutual fund performance, and the grey

forecasting of grey system theory to predict net asset values. The sample includes 104 domestic open-ended stock funds. The time

period spans from Feb. 4, 1999 to Dec. 27, 2000 with 510 daily net asset values for each fund. The main findings are as followings:

1.The overall performance of the mutual funds is superior to that of the market portfolio. 2.When investors evaluate mutual fund

performance based on rate of return and risk, the most critical factor is the rate of return. 3.There is no significant difference

between the performance of the four old investment companies and other mutual funds. 4.The “technological” stock funds might

have better performance than the “special” stock funds. 5.To evaluate mutual fund performance by using grey relationship

analysis, the investors can adjust the evaluation weights according to their needs and preferences for risk and rate of return. The

investors can thus choose the right mutual funds to fit their own needs. 6.The average forecast error of the grey forecasting is smaller

than 2%.
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