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ABSTRACT

This study provides an analysis of the flow of funds and the performance of top-performing mutual

funds and index funds in the New Zealand mutual fund industry before and during Covid-19. The paper
examines the initial impact of Covid-19 on resources mobilised and on the performance of mutual funds
and index funds in New Zealand by using a variety of statistical tools. The empirical results exhibit that
the impact of Covid-19 could be seen on the inflow of funds when the pandemic was declared as there
was a sudden downfall in funds mobilised, breaking the increasing trend of previous years. However, the
drop was not dramatic and the funds deployed in the mutual fund industry continued to rise again in the
next quarter. Findings related to the performance of selected mutual fund schemes reveal that there was
a tremendous fall in the average return and performance of funds in March 2020, indicating the impact of
Covid-19, but the returns increased in the next quarter with funds starting to perform above the selected
benchmark. The study reveals that although the pandemic led to an initial decrease in the performance of
selected mutual funds, investors continued to make investments, indicating ample trust in managed fund
companies and sustainability in the mutual fund industry.
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INTRODUCTION

There was a widespread panic across the global financial markets when the World Health Organization (WHO)
declared Covid-19 a pandemic. Zhang et al. (2020) reported a substantial increase in volatility in global markets.
Goodell and Huynh (2020) studied the US industry-level market reactions, which led to an increase in risk in the
US in the face of the Covid-19 pandemic and Covid-related news announcements. Yarovaya et al. (2020) analysed
the response of various investments, such as equity, bonds, precious metals and cryptocurrency markets, to the
Covid-19 shock, and concluded that there were different patterns of reaction and recovery across different asset
classes and within each class of asset. Rizvi et al. (2020) reported that there has been a change in investment styles
of fund managers and mutual funds’ performance in the EU during the Covid-19 outbreak.

Although the New Zealand mutual fund market is one of the smallest markets in the world, and the number of
mutual fund schemes in New Zealand is below international averages, there was a downfall in the performance of
mutual funds in New Zealand during Covid-19. This paper explores this further and investigates the performance of
mutual funds and resource mobilisation in the mutual fund industry in New Zealand before and during Covid-19.

LITERATURE REVIEW

Studies relating to mutual fund performance

The majority of early studies on mutual funds assessed funds based on the return they provided to investors. It was
not until the 1960s that the portfolio theory was developed, and quantification of risk was carried out, and since
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then various studies have been undertaken that have evaluated the performance of funds not only in terms of rate
of return but also in terms of risk-adjusted rate of return.

Treynor and Sharpe measured the performance of various mutual funds based on risk. Sharpe (1966) used total

risk to evaluate the performance of mutual funds. He used a statistical technique that has a multi-index model
which states that the return of a portfolio is linearly related to a series of factors, and concluded that mutual fund
performance is inferior to market performance when expenses related to mutual funds are taken into consideration.
Treynor (1965) gave a framework of measuring risk, mainly systematic risk, to evaluate the performance of equity
funds and gave an index, termed as a reward to volatility ratio. The higher value of Treynor’s ratio indicates better
performance of a mutual fund.

Henriksson (1984) based his study on market timing. He took a sample of 116 open-ended investment schemes

and evaluated their performance. He reported that the fund managers had unsatisfactory market-timing skills
while making investments. Fama and French (1992) studied the cross-sectional variation in average stock returns in
relation to size, leverage, book-to-market equity, earning—price ratios and market beta. They found that the relation
between market beta and average returns is flat when the tests allow for variation in market beta that is unrelated
to size.

Ferson and Schadt (1996) developed a model to understand the performance of mutual funds. They suggested

that the excess returns are associated with three variables: benchmark market index; lagged dividend yield; and
lagged Treasury bill rate. Zheng (1999), in his study on the performance of mutual funds, found that the mutual fund
portfolios that receive more money perform better than the ones that lose money.

Carhart (1997) found that there was no persistence in the performance of mutual funds in the long term. Further,
lowest decile funds were poor performers for a continuous period of time. His study supported Hendricks et al.’s
(1993) results of a short-term persistence in stock returns. Grinblatt and Titman (1989) studied the holdings of
various mutual funds to determine the performance of the funds. They found that correct choices made by mutual
fund managers, especially in growth funds, resulted in positive returns. Carhart (1997) reported that there is a
difference in the performance of various funds because of their relative size and value. Chan et al. (2002) found in
their study that mutual fund companies while making investments adopt those positions that are close to the index.
Those who take positions away from the market benchmark are the ones who favour growth stocks or the ones who
have emerged as winners in the past. There is evidence that growth managers outperform value managers.

Studies relating to mutual fund flows and stock market returns

Warther (1995) examined the relationship between funds mobilised by mutual funds and security returns. He
propounded that fund inflows and returns are highly correlated. Potter (1996) studied the relationship between
returns and fund flows of different categories of mutual funds. He used Garner causality tests and provided the
evidence that stock returns can be used to predict flows into growth funds but this does not apply to income
funds. Gruenstein et al. (1997) also undertook a study to examine the effects of market returns and flow of funds.
Unlike Warther, they used instrumental variables to examine the effects of market returns on aggregate fund flows.
They concluded that equity fund flows were not affected by stock returns and the bond funds were affected by
the bond returns. Fortune (1998) used VAR models and monthly data for the period January 1984 to December
1996 in order to study the relationship between the flow of funds and market returns, and propounded that there
is a positive relationship between the two. Edwards and Zhang (1998) also examined the relationship between
monthly bond flows and monthly bond returns. They propounded that the amount of money that flows in stocks
and bonds is significantly affected by market returns. Lynch and Musto (2000) found evidence of less flow of funds
in mutual fund schemes when the past return of funds is lower and past returns contain less information useful to
the future performance of funds. Oh and Parwada (2007) and Cha and Kim (2010) found, in their respective studies,
that flow of funds reacts strongly to changes in market returns of the previous day. Quereshi et al. (2019) found a
correlation relationship between mutual fund flows and market returns due to macroeconomic information. They
found a bi-directional causality between stock-market returns and mutual fund flows. Jank (2012) suggested a
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positive relationship between equity mutual fund flows and stock-market return that is explained by a response
to macroeconomic news. He concluded that mutual funds are forward looking and contribute to real economic
activity.

Studies on the effect of Covid-19 on the economy

There have been a few academic studies recently on how Covid-19 has affected the economy and capital markets all
across the globe. Ramelli and Wagner (2020), in their studies, concluded that there was an initial reaction in financial
markets to Covid-19 in March 2020 but later the markets adjusted. Gormsen and Koijen (2020), and Pagano et al.
(2020), found, in their respective studies, that the risk level of all countries increased when Covid-19 spread to more
than 200 locations. Beck et al. (2020) and Gopinath (2020), in their studies, observed how the economy responded
to changes in polices during Covid-19 that helped in mitigating risk during crises. Boone (2020) and McKibben

and Fernando (2020) studied the economic repercussions of the spread of coronavirus and the appropriate policy
response, and concluded that an outbreak could impact the global economy in the short run. Elgin et al. (2020)

and Nicola et al. (2020) examined the ways in which the introduction of new policies by governments helped in
slowing down the impact of Covid-19. Pastor and Vorsatz (2020) concluded that investors retain their commitment
to sustainability during major financial crises.

Studies on mutual funds in New Zealand

Studies on the mutual fund industry and performance in New Zealand are few. Boustridge and Young (1996), in their
study, found that selecting funds on the basis of past performance does not guarantee a good performance in the
future. They examined the risk-adjusted performance of New Zealand funds from 1989 to 1995 using the Sharpe
ratio, and concluded that more than 80% of funds underperformed their benchmarks. Vos et al. (1995) studied 14
New Zealand and Australian equity funds from 1988 to 1994 and found there was no short-term persistence in
mutual funds in New Zealand. Bennett and Young (2000), in their paper on determinants of mutual fund flows in the
New Zealand market, found there was a negative relationship between equity-fund flows and short-term interest
rates and exchange rates.

Disclosures from the literature review

There have been studies on the performance and flow of funds in the mutual fund industry during Covid-19, but
most of the studies have been done in the developed markets. The studies so far have focused on the performance
of mutual funds and the impact of Covid-19 on financial markets all over the world and governments’ response

to it, but none of the studies has discussed the impact of Covid-19 on the New Zealand mutual fund industry. The
purpose of this study is to investigate the total funds that have been mobilised in the mutual fund industry and to
compare the performance of selected mutual fund schemes before and during Covid-19 in New Zealand.

OBJECTIVES

Based on the gaps identified, the following objectives have been underlined in this study:

1. To analyse the trend of resource mobilisation in the mutual fund industry in New Zealand before and during
Covid-19.

2. To compare the flow of funds deployed by various sources in the mutual fund industry before and during
Covid-19.

To compare the performance of selected mutual fund schemes before and during Covid-19.

4. To compare the performance of selected mutual fund schemes before and during Covid-19 with the selected
benchmark.

Unitec Research Symposium Proceedings 2020 85



HYPOTHESES

On the basis of the stated objectives, the following hypotheses were tested:

«  Hy: There is no significant difference between the flow of funds before and during Covid-19

«  H,: There is a significant difference between the flow of funds before and during Covid-19

«  Hs: There is no significant difference between the returns of mutual fund schemes before and during Covid-19

«  Hg There is a significant difference between the returns of mutual fund schemes before and during Covid-19
Hs: There is no significant difference between the Sharpe ratio of selected mutual fund schemes before and
during Covid-19

«  Heg: There is a significant difference between the Sharpe ratio of selected mutual fund schemes before and
during Covid-19

DATA AND METHODOLOGY

Data

The data for the study was collected through various secondary sources which include the Reserve Bank of New
Zealand (RBNZ) and websites Morningstar, MSCI (Morgan Stanley Capital International) and InvestNow.

For the first part of the analysis, that is, to determine trends in resource mobilisation in the New Zealand mutual
fund industry, a period of seven years has been selected, from June 2014 to March 2021. For the second part of
the analysis, the sample consists of top-performing mutual funds and index funds in New Zealand published

on InvestNow. The range of funds selected includes high-performing New Zealand funds from various sectors
including international equities, Australasian equities, property and diversified. Based on the data availability, the
number of funds selected in each quarter has been stated for each quarter. Quarterly returns are taken after fees
and before tax.

The MSCI World Index is taken as the benchmark index. The MSCl World Index is an equity index of 23 developed
markets that represents large and mid-cap equity performance. Quarterly returns are taken that represent the
index’s cumulative return from 3-month prior end date to current date.

To make comparisons between the flows of funds before Covid-19 and during Covid-19, to examine trends in
individual investors and wholesale funds in the mutual fund industry, and to analyse the performance of mutual
funds, ten quarters of data have been taken, five before and five during Covid-19. The first period is from December
2018 to December 2019 and the second period is from March 2020 to March 2021. The second period incorporates
the flows and returns from mutual fund schemes when Covid-19 was at its peak in March 2020.

Methodology

The return and risk of the selected mutual fund schemes have been calculated using different statistical tools. As
annual return cannot be solely used to evaluate the performance of different mutual funds, other empirical tools
like standard deviation, comparison against a benchmark and Sharpe ratio have been used. Standard deviation
determines the risk and volatility in a mutual fund scheme, whereas Sharpe ratio and comparison with the
benchmark are calculated to validate performance results of various mutual fund schemes.

Empirical tools used

Returns — Returns, after fees and taxes, have been taken for the purpose of analysis. These represent the reward for
selecting an investment. Usually, the higher the return, the higher the preference for that investment.
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Standard deviation - Standard deviation is used to measure the overall risk. It quantifies the total dispersion of data.
The higher the deviation, the greater the difference of values that make up its means. Lower standard deviation
maintains data homogeneity. Higher standard deviation indicates higher risk and volatility in the expected returns.

1
n—1

Standard deviation (o) = \/ {Rp(t) — Rp

where:

«  Rp(t)irn on fund scheme

«  RpMean rate of return on net asset value (NAV) of mutual fund

Sharpe ratio - Sharpe ratio is an important measure that evaluates the return that a fund has generated relative to
the risk taken. Risk here is measured by standard deviation and Treasury Bill (Primary) Yield is taken from the RBNZ
website, as the risk-free rate of return to calculate the Sharpe ratio.

The formula to calculate the Sharpe ratio is:

(Rp — Rf)

g

Sharpe ratio =

where:

«  Rpeturn on mutual fund
+  Rfisk-free rate of return

o standard deviation of MF

The 90-day Treasury Bill is taken as the risk-free rate. The Sharpe ratio gauges the connection between the
portfolio’s extra return over risk-free return and total risk, which is estimated in terms of standard deviation. A high
Sharpe proportion shows the positive and superior risk-adjusted performance of the fund over the market, while

a low Sharpe proportion proposes that the asset returns are lower than the market. The model assesses the fund
based on returns per unit of risk.

T-test — To test a hypothesis, a t-test has been used to compare means and determine whether the means are
statistically different or similar to each other. The t-value is compared to the t-critical value to attest null hypothesis.
If the value of the t statistic is less than the t-critical value, the null hypothesis is accepted, which states that the
means of the sample are similar to each other.

P-value, or probability value, is another variable to attest null hypothesis. If the p-value is greater than the alpha
level or level of significance selected, the null hypothesis is accepted, or otherwise rejected. Further, if the t statistic
value is large in absolute value, the p-value will be small, and vice versa.

EMPIRICAL RESULTS

Presentation of results proceeds as follows. First, the trend of resources mobilised in the mutual fund industry from
June 2014 to March 2021 in New Zealand is shown in Figure 1. Comparison of flow of funds from various sources
before and during Covid-19 is presented in Table 1. Table 2 shows the flow of funds in the mutual fund industry in
New Zealand before and during Covid-19. Table 3 captures the performance of mutual funds before and during
Covid-19. Table 4 shows statistics for the sample of New Zealand growth mutual funds, based on whether the fund
managed to beat the MSCI World Index return.
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Figure 1:

The trend of resources mobilised in the mutual fund industry from June 2014 to March 2021.
Trend analysis

Moving average trendline is used to show the trend of the flow of funds with period set to 2. As seen in Figure 1, the
moving average trendline has smoothed out fluctuations and has captured the aggregate movement of trend. We
can see that there has been a steady increase in the funds mobilised between June 2014 and December 2020. The
gross mobilisation of mutual funds was $72,371 million in June 2014 and $170,849 million in March 2021, showing

an increase of 136% in seven years. There has been a break in the growth trend by 9.4% in the total funds mobilised
in March 2020 from December 2019, showing the sudden impact of COVID-19 on total funds invested in the mutual
fund industry. There has been an upward trend after the March 2020 dip, with an increase in investments in the

mutual fund industry by 26.4% in March 2021 from March 2020. Overall, the trend is bullish, showing an increase in
the flow of funds in the mutual fund industry.

Flow of funds from various sources before and during Covid-19

Before Covid-19 During Covid-19
Total Wholesale Individual | Overseas Total Wholesale Individual Overseas
managed managed managed | managed managed managed managed managed
funds funds funds funds funds funds funds funds
Dec -4.15 -3.8 -4.69 -2.22 Mar -9.40 -8.5 -12.5 0.40
2018 2020
Mar 6.4 6.9 6.4 4.3 June 9.32 9.33 17.5 -2.18
2019 2020
June 3.77 4.04 4.2 16.2 Sep 4.56 4.4 6.6 1
2019 2020
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Before Covid-19

During Covid-19

Sep 5.58 534 3.8 4.5 Dec 7.94 3.7 9.4 8.3
2019 2020
Dec 2.82 3.38 3.3 22.4 Mar 2.4 3.9 2.3 6.2
2019 2021

Table 1: Comparison of percentage change in flow of funds from various sources before and during Covid-19.

Before Covid-19

As seen in Table 1, there was an increasing trend in the consolidated assets of managed funds from December
2018 to December 2019. The increasing trend can be seen in various categories of the managed fund industry from
December 2014 to December 2019, with total managed funds changing from -4.14% in December 2018 to 2.82%

in December 2019. Wholesale managed funds, individual managed funds and overseas managed funds all show
an increasing trend and upward movement, with an increase in flow of funds from negative in December 2018 to
positives of 3.38%, 3.3% and 22.4% respectively in December 2019.

During Covid-19

There is a fall in the total invested funds in the mutual fund industry in March 2020, with total managed funds falling
by 9.40%, wholesale managed funds falling by 8.5%, individual managed funds by 12.5% and overseas managed
funds by 0.40%. Interestingly, investor confidence was restored quickly, with the next quarter showing an increase
in the fund flows from all sources except overseas managed funds. In June 2020, total managed funds increased by
9.32%, individual managed funds by 17.5% and wholesale managed funds by 9.33%. The only dip was in overseas
managed funds, which fell by 2.18%. There has been a positive change throughout after March 2020 in the flow of
funds from the previous quarter.

Hypothesis testing

«  H;: There is no significant difference between the flow of funds before and during Covid-19

«  Hy: There s a significant difference between the flow of funds before and during Covid-19

Before Covid-19 During Covid-19

(NZD million) (NZD million)
Total managed funds Total managed funds
Dec 2018 124,394 Mar 2020 135,100
Mar 2019 132,361 June 2020 147,695
June 2019 137,356 Sep 2020 154,440
Sep 2019 145,030 Dec 2020 166,730
Dec 2019 149,122 Mar 2021 170,849

Table 2: Total flow of funds in the New Zealand mutual fund industry before and during Covid-19.

T-test result: T-test results show t = 8.33, p = 0.0011, which is less than the significance value of 0.05. Hence, the
alternate hypothesis is accepted and it can be concluded that there is a significant difference between the flow of
funds before Covid-19 and during Covid-19.
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Performance evaluation of selected schemes

Before Covid-19 During Covid-19
N Mean % | SD Sharpe ratio N Mean % | SD Sharpe ratio

Dec 2018 | 93 -7.06 6.1 -148.1 Mar2020 | 132 | -12.84 8 -159.4

Mar 2019 | 99 8.4 4.1 159.02 Jun 2020 141 11.18 6.8 160.29

Jun 2019 102 4.5 2.7 107.4 Sep 2020 | 145 | 4.44 5.5 75.27

Sep 2019 119 3.84 2.6 103.4 Dec 2020 | 149 8.53 9.1 90.87

Dec 2019 | 129 1.98 3.1 24.19 Mar 2021 | 149 | 2.41 2.08 | 40.78
Average 2.33 3.72 | 49.1 Average 2.74 6.29 | 41.5

Table 3. Comparative analysis of percentage quarterly mean returns, standard deviations (SD) and Sharpe ratio of a sample of mutual fund schemes
before and during Covid-19. N represents the number of mutual fund schemes taken in the sample in each quarter.

Returns

Table 3 summarises the returns of the selected growth schemes for two periods, before and during Covid-19.
Returns from mutual funds dropped suddenly when the pandemic was declared, with negative mean returns of
-12.84% in March 2020. After March 2020, there was a positive trend, with June 2020 showing a high positive mean
return of 11.18%. The average mean returns before and during Covid-19 are comparable, with 2.3% before Covid-19
and 2.74% during Covid-19.

Risk and volatility

The second analysis is to determine the risk and volatility in mutual funds, which have increased when 2020 is taken
into consideration. The March 2020 standard deviation increased to 8% from 3.1% in December 2019, and to 9.1%
by December 2020. The average standard deviation increased from 3.7% before Covid-19 to 6.2% during Covid-19.
According to the table, one can clearly see that standard deviation, which measures risk and volatility in expected
returns, increased by 1.5 times from December 2019 to March 2020, indicating that the unsystematic risk of selected
mutual fund schemes rose during Covid-19.

Sharpe ratio

The Sharpe ratio determines the excess return a mutual fund earns over the risk-free return per unit of risk, which is
the standard deviation. A higher and positive Sharpe ratio shows good performance. According to Table 3, except
for December 2018, the Sharpe ratio had been positive in the pre-Covid-19 period. However, the Sharpe ratio
started declining in March 2020, indicating a drastic impact from Covid-19 on mutual fund performance. There was
a sudden drop in the Sharpe ratio, which fell to a negative value of -159% in March 2020. The schemes recovered in
the next quarter with a tremendous increase in the Sharpe ratio in June 2020 to 160%. The average Sharpe ratio was
higher before Covid-19 (49%) than it was during Covid-19 (41.5%).

Hypothesis testing

«  Hs: Thereis no significant difference between the returns of funds before and during Covid-19

«  H, Thereis a significant difference between the returns of funds before and during Covid-19

T-test result: T-test results show t = 2.33, p = 0.827, which is greater than the specified level of significance of 0.05.
Hence, null hypothesis is accepted and it can be concluded that average returns from the selected managed funds
before and during Covid-19 are similar to each other.

Unitec Research Symposium Proceedings 2020 90



Hypothesis testing
Hs: There is no significant difference between the Sharpe ratio of selected mutual fund schemes before and
during Covid-19

«  Hg: Thereis a significant difference between the Sharpe ratio of selected mutual fund schemes before and
during Covid-19

T-test result: T-test results show t = 0.94, p = 0.39, which is greater than the specified alpha of 0.05. Therefore, null
hypothesis is accepted and there is strong evidence to conclude that the Sharpe ratios from selected managed
funds before and during Covid-19 are similar to each other.

Comparison of mutual funds with the MSCI World Index

Before Covid-19 During Covid-19

MSCI Mean Below Above MSCI Mean Below Above

World (%) MSCI MSCI World (%) MSCI MSCI

Index (%) (%) Index (%) (%)

(%) (%)

Dec 2018 -13.7 -7.06 17 77 Mar 2020 214 -12.8 12 88
Mar 2019 39 8.4 27 73 June 2020 18.8 1.1 87 13
June 2019 0.6 4.5 0.1 99 Sep 2020 7.52 4.4 81 19
Sep 2019 0.08 3.8 5 95 Dec 2020 13.6 8.5 43 57
Dec 2019 8.1 1.9 50 50 Mar 2021 4.52 2.4 63 37

Table 4. The percentage quarterly mean returns for the sample of New Zealand mutual funds and comparisons with the MSCI World Index. ‘Below’

represents the percentage of schemes performing below the MSCI World Index and ‘Above’ represents the percentage of schemes performing above

the MSCI World Index.

In general, mutual fund schemes performed well in the pre-Covid-19 periods. As shown in Table 4, most of the
selected funds have been performing above the MSCl Index before Covid-19 as compared to during Covid-19.
An interesting finding was that 88% of selected schemes outperformed the benchmark in March 2020, when the
pandemic was announced. After that, the performance of mutual funds declined, with 87% and 80% of them
performing below the MSCI benchmark in the following two quarters, that is, June 2020 and September 2020
respectively. A bit of recovery occurred in December 2020, with 57% of funds outperforming the benchmark.
Nevertheless, performance decreased in the following quarter with 63% of schemes performing below the
benchmark in March 2021

ANALYSIS AND DISCUSSION

This study shows that resource mobilisation in the mutual fund industry and the performance of growth mutual
fund schemes is market sensitive. The main findings of the research are four-fold.

First, there was a shock impact of Covid-19 in the New Zealand mutual fund industry, with a decrease in the
flow of money in the mutual fund industry and a downturn in the performance of mutual funds in March 2020.
This indicates the initial effect of the news of the pandemic on resources mobilised and returns. The results are
consistent with those of other researchers, arguing that Covid-19 has triggered a severe pandemic leading to an
initial economic slowdown, which is in support of studies done by Gormsen and Koijen (2020), and Zhang et al.
(2020).
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Second, the mutual fund market showed a reaction to Covid-19 with a fall in investments in March 2020 in the short
run, but soon recovered in the next quarter, in June 2020. Findings show signs of recovery in June 2020, with an
increase in investments from various sources of mutual funds. This is in line with the findings of Ramelli and Wagner
(2020).

Third, the flow of funds in the mutual fund industry in June 2020 and high performance by funds in the quarter
immediately after the pandemic were seen to indicate the trust of investors in financial markets. This is in line with
the studies carried out by Zhang et al. (2020), Elgin et al. (2020), Nicola et al. (2020) and Gopinath (2020), which all
found that stated governments and central banks across the world were able to restore investor confidence.

Fourth, there is strong evidence of an increase in resources mobilised in the mutual fund industry during Covid-19.
The study of trends in flow of funds in the mutual fund industry from various sources proves that investment in the
mutual fund industry has been increasing during Covid-19, and even the poor performance of mutual fund schemes
in March 2020 during the pandemic did not deter investors from investing in mutual fund schemes in June 2020.
Assets under managed funds, individual investors and overseas investors have contributed a sizeable amount of
funds to the mutual fund industry during Covid-19. There was an initial dip in the funds mobilised, which shows the
impact of Covid-19, but the recovery in the next quarter indicates investors remained committed and sustainable
during the financial crisis. This supports the findings of a study done by Pastor and Vorsatz (2020), who propounded
the trust of investors during financial crises.

CONCLUSION

Despite the decrease in the flow of funds and the poor performance of mutual funds in March 2020 due to the
shock effects caused by Covid-19 in New Zealand, the capital market experienced a rise in resources mobilised.
Continued investment in mutual fund schemes during this time demonstrates the confidence of investors in future
earnings of the funds and their faith in financial markets.

The research findings indicate investors should continue investing in mutual fund schemes. However, they should
take a cautious approach by continually reviewing their portfolios and investing in diversified portfolios to minimise
risk and maximise returns.

SCOPE AND LIMITATIONS

The study was limited to the performance of high-performing mutual funds and index funds in New Zealand.
The study could be extended to other categories of mutual fund schemes. The comparison between before and
during Covid-19 has only been done for five quarters, and extending the time period would offer a more realistic
comparison and capture the long-term perspective.
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