
 

Recommended 

Performance
The most objective way to determine the 
quality of the fund manager is to assess the 
fund’s historical performance, a factor we 
weigh heavily in our fund selection exercise. 
For this, we consider both the magnitude of 
performance as well as the consistency of 
returns.

In the case of new funds which feed 
into their overseas target funds with a lon-
ger track record, we may assess the target 
fund’s performance. We recommend funds 
which have at least a 3-year track record. 

Expense Ratio
The expense ratio is what investors pay for 
the management of their fund on an annual 
basis. This charge is deducted from the val-
ue of the unit trust, and it takes into account 
all the operating expenses that a fund in-
curs, including its annual management fee, 
administration costs as well as trustee and 
custodian fees.

Generally speaking, the lower the ex-
pense ratio, the better it is for you, because 
you are incurring less costs. 

Risk
Instead of purely using standard deviation 
as the measure of risk, we believe that it 
is more appropriate to focus on how well 
a fund holds up during periods when the  
relevant markets saw substantial decline. 
As such, in our assessment of risk, we fo-

incorporate our outlook on the fixed income 
market to assess the merits and disadvan-
tages of a bond fund.

As most of the funds which invest in 
other regions buy companies that pre-
dominantly have their assets and earning 
streams denominated in foreign curren-
cies, there is currency exchange risk in-
volved. A gain in the SGD against another 
currency may reduce the returns of the 
funds exposed to other currencies, while 
a drop in the SGD against other curren-
cies would increase the returns. Thus, 
qualitative analysis is a necessary step to  
distinguish funds with superior manage-
ment ability from those which were benefi-
ciaries of strong market or currency move-
ments.

As we take into account the qualitative 
factors, the highest-scoring fund based on 
quantitative assessment in a particular 
category may not necessarily be the fund 
we recommend, although fund perfor-
mance remains a significant factor. FSM 

cus on the maximum decline of a fund over 
a given period, and also incorporate a mea-
sure of downside volatility, which tells us 
how volatile a fund is over periods when it 
is losing value.

Bond Funds
Equity funds usually track well-known stock 
market benchmarks, making it easier to 
compare funds invested in a similar re-
gion or country. Bond funds are less com-
parable, given their differentiated focus 
on credit, country selection, currency and 
duration. To reflect the emphasis on stabil-
ity in fixed income investments, we assign 
different weightings to the three quantita-
tive parameters as shown above.

Other Qualitative Criteria
In addition to looking at the above-men-
tioned qualitative parameters, we also 
consider other qualitative factors in our 
analysis, including the fund manager’s con-
sistency in their investment approach, the 
departure of key personnel as well as the 
stability of the management team. We also 

Fund
Methodology

Weightage of Quantitative Parameters

Equity Fund BalancEd Fund Bond Fund

PErFormancE 60% 60% 40%

ExPEnsE ratio 20% 20% 30%

risk 20% 20% 30%
Source:FundSupermart compilationS.


