
5. Summary and Conclusions 

In this paper, although the correlation between returns and each factor is not 

deeply significant, the CART can give us good classification rule and results. We 

verify its stability and predictive capability, and find that CART is a useful tool to 

evaluate mutual funds in Taiwan. In our empirical results, we especially find that 

Sharpe ratio, information ratio, beta, and standard error are crucial factors if we would 

like to pick the outperforming mutual funds. Moreover, we can pick the mutual funds 

by classification rules which have better average return than overall mutual funds. In 

addition, because of the predictive capability, we can find the outperforming mutual 

funds before holding them. We can conclude that there exists the momentum effect in 

Taiwan apparently. Therefore, in the limited budget, we can use the CART to pick 

mutual funds and compose of them into fund of funds to reduce the systematic risk 

and increase the abnormal returns. 

Moreover, it is an innovative method that we use CART to evaluate and predict 

the performance of mutual funds in Taiwan. We offer the empirical results that it is 

credible method to analyze the performance of mutual funds. Therefore, our research 

provides a direction that there can be more intimate study of CART about mutual 

funds in Taiwan in the future. 

Another interesting result is the performance of the mutual funds in the high-tech 
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group. According to the study of Lin and Swanson’s (2003), they find that after 

controlling for firm size, share turnover, and industry, high-tech stocks is better than 

non-high-tech stocks in Taiwan. Therefore, we may consider the mutual funds which 

outperform if its investing target is high-tech group. However, in our result, Table VII, 

we pick just one mutual fund in January 2007 which its investing target is high-tech 

group. Moreover, we can earn better average returns than if we only pick high-tech 

mutual funds (4.652% and 3.863%, respectively) when the testing sample is in 

January 2007. However, it is not better when the testing sample is in December 2006. 

Therefore, we propose that further research can focus on this phenomenon in Taiwan 

in the future. 
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