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Abrtract: Generally, the performance of muuml funds is thought to be: influenced by market risk [actors, therefore we
uge market factor analysis to evaluate the mutual funds. Jensen’s Alpha is a popular approach, However, we find that
the regression line by this merhod is badly fit wsing the data of mutval funds from June 19949 to December 2000. We
then twrn w Fama and French’s “3 Favtor model”. Unfartunately, FF’s medils is also not satislactory, showing that
the market risk factors that influence the perlormance of nuutual funds are not . SML, HML. Two models’ failure
is explained. The structure of regression equation is further modified according 1o Hendricks, Darryll, Patel & Zeck-
hauser, Wemmers's conclusion. “I'he eyuation” s explanation capability improves greatly after modified, Based on the
modified exquation, we may find that the market factor correlated with the mutual funds’ performance is the persistence
of mutual funds, and some mutal funds are influenced hy their own growing trends, .
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