

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Portfolio Performance: Factors or Benchmarks?

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			26 Pages
		
		

		Posted: 26 Jul 2005
		
		
		
	

	
		
			
			




	See all articles by Juan Carlos Matallín SáezJuan Carlos Matallín Sáez
Universitat Jaume I


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: June 30, 2005

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		The suitability of using factors or benchmarks to measure portfolio performance is analyzed. Fama and French factors are constructed from Russell US stock indexes and then directly utilized as benchmarks. The interpretation of factors as zero-investment benchmarks makes it difficult to explain performance measurement as the comparison of active versus passive management, given the short selling restrictions often applied to mutual funds. Empirical results reveal similar biases in extended Jensen's alphas in models with both factors and with benchmarks, and with convexity and non-negativity restrictions. Selection of the replicate benchmark has a more important effect than the model type chosen. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Performance, portfolio, Fama and French, benchmark, mutual funds

	
	

	
    

    
	

	
	
		JEL Classification: G12, G23

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Matallín Sáez,  Juan Carlos, Portfolio Performance: Factors or Benchmarks? (June 30, 2005).  Available at SSRN: https://ssrn.com/abstract=760204 or http://dx.doi.org/10.2139/ssrn.760204 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Juan Carlos Matallín Sáez (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Universitat Jaume I  ( email )

			

			
			
				
				
				
					Campus del Riu Sec
E-12071 Castello de la Plana, Castellón de la Plana 12071
Spain
+34 964 728 568 (Phone)
+34 964 728 565 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      471

			

		
		
		
			Abstract Views

			    2,965

		

		
		 
		
			Rank

			  112,310

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       32 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,573

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,375

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Risk Taking by Mutual Funds as a Response to Incentives

                        
                            By
                                
                                
                                    
                                    Judith A. Chevalier
                                     and 
                                
                                    
                                    Glenn Ellison
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Mutual Fund Flows and Performance in Rational Markets

                        
                            By
                                
                                
                                    
                                    Richard C. Green
                                     and 
                                
                                    
                                    Jonathan Berk
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Mutual Fund Flows and Performance in Rational Markets

                        
                            By
                                
                                
                                    
                                    Richard C. Green
                                     and 
                                
                                    
                                    Jonathan Berk
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Career Concerns of Mutual Fund Managers

                            
                                By
                                    
                                    
                                        
                                        Judith A. Chevalier
                                         and 
                                    
                                        
                                        Glenn Ellison
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Career Concerns of Mutual Fund Managers

                            
                                By
                                    
                                    
                                        
                                        Judith A. Chevalier
                                         and 
                                    
                                        
                                        Glenn Ellison
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Persistence of Risk-Adjusted Mutual Fund Performance

                            
                                By
                                    
                                    
                                        
                                        Edwin J. Elton, 
                                        
                                    
                                        
                                        Martin J. Gruber, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Are Some Mutual Funds Managers Better than Others? Cross-Sectional Patterns in Behavior and Performance

                            
                                By
                                    
                                    
                                        
                                        Judith A. Chevalier
                                         and 
                                    
                                        
                                        Glenn Ellison
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Hot Hands in Mutual Funds:  the Persistence of Performance, 1974-87

                            
                                By
                                    
                                    
                                        
                                        Darryll Hendricks, 
                                        
                                    
                                        
                                        Jayendu Patel, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Mutual Fund Styles

                            
                                By
                                    
                                    
                                        
                                        Stephen J. Brown
                                         and 
                                    
                                        
                                        William N. Goetzmann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Value of Active Mutual Fund Management: An Examination of the Stockholdings and Trades of Fund Managers

                            
                                By
                                    
                                    
                                        
                                        Narasimhan Jegadeesh, 
                                        
                                    
                                        
                                        Hsiu-lang Chen, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
